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INTRODUCTION

The United Nations General Assembly at its eighteenth session in 1963 adopted
resolution 1940 (XVIII) calling for the convening of an International Symposium
on Industrial Development, to be preceded as a ropriate by regional and sub-
regional symposia which would prepare the groumm)or the international symposium.

In accordance with this resolution, regional symposia were held in Asia and
the Far East (December 1965), Africa! (January 1966) and Latin America
(March 1966) under the auspices of the United N);tions economic commissions
of the respective regions, in co-operation with the United Nations Centre for
Industrial Development at Headquarters, During the same period, a Symposium on
Industrial Development in the Arab Countries was held from | to 10 March 1966
at the invitation of the Government of Kuwait, with the technical co-operation of the
Un}i}md Nations and in particular of the United Nations Economic and Social Office
in Beirut.

The present volume contains extracts of selected documents presented to the
Symposium on Industrial Development in the Arab Countries.

The purpose of the regional meetings was to study the existing situation and
tuture prospects for industrial development in each region and to consider possible
action which could be taken on a national, regional and international level to
accelerate industrial development. .

10Of the countries participating in the Symposium on Industrial- Development in Africa.
the following countries also participated in the Symposium on the Industrial Development of
the Arab Countries: Algeria, Libya, Morocco, Sudan, Tunisia and the United Arab Republic.







Part 1. PROGRESS AND PROBLEMS

A. Coeoperation in the Areb world 1o promete programmes of indusirial development
1. Integration of industirial development in the Arsh weorld!

In the Arab countries there is a strong desire to
develop the industrial sector of the economy. This desire
is reflected in the numerous economic developrient plans
that have been. or are about to be implemented.
However, regardless of the varying degrees of progress
that have been achieved, particularly during the last
decade, one cannot consider that the Arah world, looked
upon as a unit, has developed sufficiently to warrant its
inclusion among the industrially advanced regious or
countries of the world.

Arab industries are mainly of the light consumer
goods type that rely on the processing of availabie
domestic raw materials to meet part of the local demand.
Furthermore, the small-scale establishment is the
dominant type of industrial enterprise in the Arah world.

Small-scale production has contributed to the ineffi-
ciency that prevails in Arab industrial establishments.
Reliance on primitive methods and equipment has had
the inevitable result that Arab industry has failed to
benefit from recent scientific and technological advances.
This gives rise to two problems: first, the high
production costs zffect local consumers and the ability
of Arab industrial products to compete in foreign
markets; secondly, Arab industries are in general
compelled to operate behind tariff walls.

With regard to the extractive industries (mining and
quarrying), it can be safely said that this vital field
has not been sufficiently developed. Furthermore, the
role played by most Arab countries has been confined
to the extraction and export of minerals (phosphate,
iron ore, manganese, petroleum etc.) in crude form.
Modification I’(:% this policy is desirable as part of the
over-all industrialization policies that are being
formulated.

Despite prevailing industrial backwardness in the
Arab countries, progress is being made. Development is,
however, individualistic in inclination, aim and style.
Each political entity in the Arab world formulates and
implements industrialization plans within its political
frontiers and with a view to the realization of its own
particnlar aims. However, it may not be appropriate to
condemn this approach as it contains the solution, or
part of the solution, to the problem of industrial under-
development.

This individualistic tendency does not take sufficiently
into account a number of other factors, the most
important of which is the limited size of the domestic
market in each Arab country.

Obwervation of a number of existing industries in
more than one Arab country shows that the ideal size
of an industrial project is often not given sufficient
consideration the authorities concerned with
industrial development. This attitude may, perhaps, be

! Paper presemted by the Union of Arab Engineers.

explained by the reliance of the authorities om tariff
protection for local industries.

The result may be unhealthy competition, as evidenred
in the case of two industries in particular. The first is
the iron and steel industry, which already exists n
the United Arab Republic, has heen started in Tunissa,
and is being planned in Traq and Syria. The latter two
countries seem to have planned for the establishment of
such an industry despite the fact that success in this feld
requires the fulfiliment of certain conditions such as
the existence o a lirge market, whether internal or
external; invostment of very considerable human and
financial resources; and the establishment nr existence
of subsidiary industries hased on the wastes and
by-products of the iron and steel industry. The second
example is the petrochemicil industry. This is a
highly complex amr:iynamit industry that uses advanced
technological tmtesses and reqyuires considerable carihl
and large markets. The petrochemical industry also faces
strong competition from industrial countries that have
acquired wide experience and have greater pitentinlities
in this field Nevertheless, Arah countries producing
petroleum and natural gas are insisting on, or serimwly
considering, the establishment of petrochemical
industries. The results may prove to be disippointing in
the long run.

Other examples may be found which show the risks
implicit in the tendency to industrialize each Arab
country in isolation from the developments that are
taking place in other Arab countries,

Co-operation among the various Arab cowntries im
the matter of the type and size of the industry to be
developed will assist in achieving the following reswits :

(8) Develop specialization n production, whereby
each coumtry concentrates om hrunches of industrind
activity in which it has a comparative advantage : this
will lead to the acquisition of experience and okills,
raise standards of efficiency, and improve t'ie quality
of output tc the extent necessary 1o enable sach
industries to compete with goods produced in countries
well established in the field of industrialization ;

() Minimize handicaps resuiting from the scareity
of some factors of production such as capital, raw
materials and skilled labowr ;

(¢) Permit the best use to he made of the natural
endowments of each country ; this will discourage the
establishment of industries in countries where they
do not possess the necessary ingredients for siccess;

(d) Gradually raise the rate of development,
especially in countries which have not heen growing
as fast as other countries in the area ;

(¢) Exercise a desirable impact on the other sectors
of the economy, thereby expanding the volume of trade
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and services among the Arab countries, expecially in
the field of transport and communications ;

(f) Permit the Arab countries in the long term to
take their place among the industrially advanced regions
and countries of the world, thereby enhancing their
economic bargaining position on the international level ;

(g9)  Lead to the eventual transformation of the Arab
countries into a single market, Tepresenting a practical
step in the direction of establishing an Arab common
market on a firm and sound basis,

Notwithstanding  these potential  advantages of
mtegration, it is acknowledged that there will Le some
small scale industries that can hest he establisked on a
purely domestic basis. This will apply to certain
industries for whose products the demand is mainly
local, either because it is related to standards of living
and consumers’ tastes or becanse external demand is
insufficient. Such industries would have to be established
a8 domestic industries  in  ccordance with the
circurrstinces  and requirements of each country,
Integration is concerned more particularly with those
major industries that can satisfy demand in more than
one country, or whose establishment on the basis of
specialization  among  the Arab countries  proves
rewarding

A number of objections may be raised to integration ;
first, integration, which calls for the establishment of
an Arab common market, may result in conflict with
existing industrial interests which will he adversely
affected by the implementation of <uch a step: secondly,
IMegration may necessitate the intrixluction of basic
modifications to existing indnstrial plans and structures;
thirdly, integration favours the more industrially
advanced Arab countries at the expense of the poorer
and less industrialized countries.

No doubt some industries may he adversely affected
or even cease operation. However, this may prove to he
in the general interest of industrial development in the
Arab countries. In the long run, it may be desirable that
wneeonomic industries, established without care fisl study,
should cease operation.

The fact that some changes will have to take place
in the industrial plans and structures of” the Arab
countries is hoth necessary and nseful Such changes
will eliminate inherent contradictions and weaknesses
and will emable development 10 proceed at a faster pace.
These developments will he felt more i »
plans that are heing formulated or that are still in the
early stages of mlmmtatim. Swch plans may have
10 be reformulated in line with the requirements of
regional integration.

It must be emphasized that no one Arab
possesses sufficient quantities of

tion. Arab countries must,
mdustries in which they do mot have a comparative
sdvantage and concentrate on those in which
specialization is prssible Such action 18 in the interest
of all the countries concerned.

We discuss below the measures needed to attain
Megration of industrial deve! mn the Arb
countries. An Arab industrialization agency should be
established with the following functions .

(@)  To conduct comprehensive and scientific studies
of available potentialities and resources and of current
needs and futwre requerements, and 0 study the
conditions of indust;ial preduction in easch Arab country
with respect 10 types, cests and marketing in the

country
all the factors of
therefore, eliminate

domestic and external markets, and the problems
encountered by industrial enterprises ; this step requires
that Arab countries supply the proposed agency with
accurate information and statistics ;

(5) To examine current industrial programmes and
plans in each country separately in order to co-ordinate
efforts in this field. minimize conflict and prevent the
rise of unhealthy competition ;

(¢} To examine the possibilities for industrial
production in areas selected for regional co-operation,
such examination to concentrate on a limited period
of five or ten years ;

(d) To estimate, in accordance with principles to be
agreed upon, the implementation period, the costs in
local and foreign currencies and the required technical
and organizational skills,

Upon completion of this study, a joint plan of action
should be formulated. This plan would define the order
of priorities to be accorded to the different industries
and specify the means and areas of implementation in
a manner that took account of both collective and
individual interests.

Such a procedure would permit the achievement of
the following objectives : Exploitation of idle resources ;
Assurance that work was commenced only on those
lines of production where all or most of the elements
necessary for success had been ensured ; Application of
the principle of the Jivision of labour on a regional level,
and specialization in branches of industry yielding the
highest rite of return : Elimination of existing harmful
competition: Gradual elimination of existing discre-

pancies in the levels of industrial development among
different Arab countries,

Agreement would also be required on a common plan

for industrial financing. Such an agreement should
cover the steps described below.

First, an Arah industrial financing institution (or
bank) would be established, its capital to consist of
contributions by members of the Arah League and oil
concessionaries operating in the Arab countries. The
contribution of the concessionaries would be fixed in

accordance with their ability to pay or on the basis of

their average carnings during a specific period of time.
Individuals and companies might also subscribe to the
capital of the institution (or bank).

The institution (or bank) would extend madium-
and long-term loans to finance the expansion, remewal
and construction of industrial jects included in the
over-all plan, such loans to Eﬂexlended after
the bank ascertained that the required
not available locally. Syfficient collateral for
repayment of such loans
by member States.

A second step would be the encouragement of direct
particspation in industrial wndertakings, provided that
Hate guarariees were i _
interest and capital, and lxumt

was
_the
would have t0 be provided

Athirduepwonldhtheorpnizationd ocedures
for ining loans, both from 2

special body
purpose 10 define

. collateral
the repayment of the loans in the

abroad. A
the

méerest 10 be char,
muet be provided
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currency in which they were extended. The special
body would ulso undertake, in collaboration with the
proposed industrial institution and the country
concerned, the task of negotiating loans to finance the
industrial development plan with private foreign
institutions and the United Nations,

A prerequisite for the launching of a successful
industrialization programme is the presence of highly
qualified human resources. This requires the adoption
of the measures indicated below. Arab institutes must be
established to deal with statistics, planning, admi-
nistration and management (with curricula emphasizing,
above all, matters relating to the industrial sector).
Such institutes would provide sufficient numbers of
graduates for employment in various common Arab
projects.

There must be an increase in the exchunge of
industrial experts and technicians  between  Arab
countries. In that connexion, it might be advisable to
prepare a list of such experts and technicians, arranged
according to their different ficids of specialization,
leaving to each Arab country the freedom of choice of
experts and technicians.

Restrictions must be removed on the movement of
industrial labour, especially skilled labour, and sufficient
material and social amenities provided for the labour
force.

Agreement must he reached among the Arab countries
concerning the standardization of specifications of
industrial products.

Industrial development will be deficient and will fail
to attain its real objective, namely, integration, if it is
not accompanied by a co-ordinated and comprehensive

lan in the field of transportation and communication.

his requires. first, the standardization of gauges and
the raising of efficiency of the railway svstem, and,
secondly, the expansion of inland road networks
connecting neighbouring Arab countries with one
another. Perhaps the time has come to reactivate one
such project, namely, the inland road connecting the
Mediterraneun Sea to tlie Arabian Gulf. The purpose

of building this road is to link the sea ports of Beirut,
Tripoli and Latakia, on the one hand, to those of Basra,
Kuwait and Dammam on the Arabian Gulf, on the
other, with sulsidiary roads branching to important
centres in Iraq, Jordan, Saudi Arabia and Syria.

The United Nations can also assist in the programme
ot integrating industrial development in the Arab
countries through its different organs and specialized
agencies and through other institutions that are closely
related to it by providing technical experience and
know-how along the lines indicited helow.

The United Nations could organize geological
missions to co-operate with Amb  specialists in
undertaking comprehensive geological snrveys and
exploration works to determine the availability of
minerals, location and magnitude of reserves, and to
assess the prospects of the commercial exploitation of
such deposits. Such operations should he comprehensive
and on a large scale, It is important to pomnt out that
it is not enough for the United Nations to provide
experts and technicians; it shonld, rather, provide
modern equipment and machinery.

The United Nations could provide assistance in the
fields of statistics, technology and industrial management
and planning. While it is true that the United Nations
has extended assistance to the Arab countries in other
areas, 1t is important to place more eniphasis on the
industrial aspects of economic development. The tInited
Nations could contribute financially and technically to
the establishment of the proposed institutions. In fact,
the United Nations might find it necessary to establish
such institutions and to finance the training programnies,

The International Bank for Reconstruction and
Development might also have to expand the scope of
its activities in the field of indnstry in co-operation with
the proposed Arab industrial bank.

The organization by the United Nations of periodic
conferences for the Arab countries to discuss the
different aspects of ‘ndustrial development would be
useful.

2. Induwstrial development planning in the Arsh countries?

A CENERAL REVIEW OF INDUSTRIALIZATION IN THE
ARAB COUNTRIES

Efforts are being made to develop the industrial
seztor in member countries of the Arab League. In
Saudi Arabia, iron and steel and cement industries are
being established. In Kuwait, progress is being made in
the cement and petrochemical industries. The Sudan is
giving special attention to the developtnent of the sugar,
cotton spinning, weaving, tanning, paper, cement,
p'astics and foodstuffs industries. In Jordan, cotton
textiles, oil refining, rope, hides, cement and hatteries
are mkkzchudway. In Iraq, similar progress is bei
made in the textile and food-preserving industries a
in oil refining. Iraq has recently embarked on the
implementation of an extensive industrial programme
within the five-year plan 1965-1969. Total investment

4 Paper

presented by the General Secretariat of the League

of Aradb States.

in this Iraqi industrial programme is estimated at
ID 187.2 million.

In the United Arab Republic, industrial production
has increased very considerably over the last ten years
as a result of the execution of the industrial projects
included in the first industrial programme, 1957-1960,
and in the first five-year plan, which ended in July 196S.
At present, an extensive industrial programme
representing an investment of LLE 1,000 million is in
progress in the second five-year plan, 1965-1970. One
of the main targets of the present industrial programme
in the United Arab Republic is the promotion of heavy
industry such as iron and steel, engineering and
chemicals.

Industrial development in the ares is characterized
by several features. First, the average rate of industrial
development varies considerably from one country to
another. Second, the level of industrial deve t in
the Arab League countries is, in general, still in the
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first phasc.? Fven in Egypt. the miost industrially
advanced country of the area, industrialization is still in
the first phase, though about to enter the second phase.
Third, in thes~ countries industrial activities are not yet
co-ordinated or integrated at the regional level.

It is expedient to highlight some of the social
features of the region which affect the progress of
industrialization in the Arab countries. Two such
characteristics suggest themselves. Iirst, the level of
economic and social progress in all the Arab countries
indicates that these countries are still in the early
stages of development in terins of the level of per capita
income, production, education  (especially higher
education), scientific research, and the level of
technological progress and administrative organization.
Second, there is a marked contrast in the degree of
sectoral growth of industry hetween one Arab country
and the other. This sectoral contrast persists in the
economic and social fields in Arab countries irrespective
of the prevailing political régimes and economic systems.

These features of the social milieu in the Arab
countries, together with the contrasting level of
industrial development, undoubtedly exercise a consid-
erable effect on the shape of their future and on the
choice of indnstrial policy.

7x\fA_]f)R PRORLEMS OF INDUSTRIAL DEVELOPMENT
PLANNING IN THE ARAB COUNTRIES

The process of industrial development in the
developing countries gives rise to many problems, some
of which are purely economic or political, while others
have socio-economic dimensions. Among the latter is the
controversy regarding the ultimate goal of industrial
development : is it to raise production or to increase
the opportunitics of remunerative employment in the
country?

Where these problems can be approached on an
individual country hasis, their solution is greatly
facilitated. However, if the problems under consideration
are regiomal, covering many countries with varying
economic, social and political characteristics, their
solution becomes difficult. Tt may well be that what
suits one region or country may not apply to the other,
because of the political, economic and social differences
in the various countries.

With this in mind, an attempt is made helow to outline

the main problems confronting the progress of indnstrial
development in the Arah countries. TTowever, it should
be emphasized that the discussion of these problems
does not aim at providing decisive solutions and specific
opinions or policies. The aim is to encourage a discussion
which may prove helpful to the co-ordination of
industrial development.
8 lml_usm.-u_ phases indicate the relative position of various
industrial untts an the industrial structure of a country. Pro-
tessor Hoftinan divides the provess of industrialization into
four main phases, depending on the relative imporiance of in-
dustries producmg consumer goods and those producing capital
guods. In the first phase, consumed goods rank high in indus-
trial production. amotinting to about five times the net produc-
tion of capital goorls. With the development of industry, canital
goo'!s graduaily grow in importance until the ratio is reverses,
re. whoen ther production amounts to five times the proluction
of coasumer goads, at which stage the fourth or fast phase of
industrialization wili be reached. Sce W. G. Hoffman, T he
Growth  of Industrial Ecomomics (Oxford University Press,
1958), pp. 15 \ccordingly, the statement that industrialization
in a certain country is still in ite first phase indicates that
production of traditional consumer goods still constitutes the
bulk of total industrial production.

The main problems facing industrial development
planning in the Arab conntries are enumerated below.

Choice of the production technigue

Choice of production technique is closely related to
the two main factors of production, capital and labour.
The national reconciliation of these two factors will
ultimately shape the level of cconomic and social
development in any country as well as influence the
structure of its industrial growth.

The importance of this choice in the Arab world is
clear in view of the wide variations in the availability
of labout and capital. Thus, whereas in Kuwait there
is_an alundance of capital funds and a shortage of
labour. other countries, such as Egvpt, suffer from a
reversed relationship hetween the two factors. More-
over, countries like Sudan and Jordan suffer from a
shortage in Doth capital and skilled labour.

These variations in the availability of capital and
labour pose an acute problem, especially in drawing up
A common or regional plan for industrial development
in the area as a whole. What renders the problem even
more acute are the divergences in the economic systems
as well as in the social and political régimes in the
Arab countries, as most of the decisions regarding the
quality of the factor of production to be emploved have
social and economic implications.

Choice of the type of industry

Countries with recent experience in industrial
development are confronted with a choice of the type
of industry to be established. This choice assumes
greater significance in countries with comprehensive
planning and in those in which the State plays a
significant role in economic activity. In the private
enterprise or capitalist countries, effective demand is
the chief determinant of the nature of industrial output.
The situation is different in the centrally planned
economies. Here, while the demand for capital goods
may be limited by the small demand for consumer goods
the State may nevertheless decide to give priority to
the promotion of industries producing capital goods for
which the demand is expected to rise, pars passu, with
industrialization. Accordingly, industries producing
capital goods may be favoured at the expense of those
producing consumer goods during the first stages of
industrialization.

The choice of the type of industry is not confined to
a selection of one of the three basic groups of industry
(i-e. industries producing consumer goods, capital goods
or intermediate goods), but also includes the selection
of the type of industry within each group.

Variations in the levels of economic and educational
development among the various Arab countries are a
factor in the choice of industries. In Egypt, for example,
the level of education and economic  devel t in
general, and the level of higher education and industrial
growth in particular, seem to encourage the expansion
of industries producing capital goods. In the Sudan,
the same considerations do not appear to warrant the
encouragement of such industries, but call for the
expansion of industries producing consumer goods.

Conditions in Kuwait, which enjoys the highest
per capita income in the world, seem to favour the
establishment of industries producing luxury consumer
goods. On the other hand, conditions in Jordan (where
the level of per capita income is much lower than that

_
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of Kuwait) may favour the development of industries
producing essential consumer goods.

Selection of location for industrial projects

The location for industrial projects has become one
of the important factors of industrial development
planning in the Aral world owing to the size of the area
and the great variations in geographic, economic, social,
political, national and historical circumstances. Fach
country is divided into various regions, districts or
provinces (mohafazats), and each of these regions differs
from the other with respect to natural and human
resources, as wcll as geographic structure. There are
also variations in income among various regions within
the same country,

If, for the sake of argument, each country in the
Arab world is regarded as a single region, the wide
discrepancy in the income levels of the varions Arab
regions hecomes apparent. Thus, per capita income in
Kuwait is ten times greater than that of the
neighbouring region of Jordan. [f the variations in the
economic, political and social circumstances prevailing
in the Arab world are also taken into account, the
magnitude of the difficulties involved in the problem of
the regional allocation of industries and projects
becomes apparent.

I'ACTORS INFLUENCING INDUSTRIAL DEVELOPMENT

The factors enumerated below also merit consideration.
Size of the market

Chief among the factors affecting industrial
development in the newly industrialized countries is
the size of the market. This factor, ioreover, contributes
to the shape, type and location of industries to be
established or promoted, especially if the area of the
country concerned is relatively vast, as happens to he
the case in the Arab world. The size of the market is
closely linked with the size of population and level of
income.

All Arab countries suffer, in onc way or another,
from the problem of the narrowness of the market.
Jordan is severely restricted in this regard. Prospects
of industrial development in Syria, Libya and Jordan
scem to be doubtful, essentially because of the
narrowness of the local market. Nevertheless, if
industrial expansion were planned on the basis of the
size of the market in the Arab world as a whole, then
the prospects of Arab industrialization would improve.

Natural resources

The most convenient form of industrialization in the
developing countries lies in the expansion of those
industries that depend basically on locally produced raw
materials. This implies, inter alia, that the greater the
supply and variety of natural resources in a developing
country, the easier will its industrialization become,
and vice versa.

Viewed individually, most of the Arah countries, if
not all, suffer from shortages of raw materials. Kuwait,
Saudi Arabia and Libya, for example, are rich in oil
resources, but lack minerals (e.g. coal and copper) as
well as agricultural raw materials. Tunisia is endowed
with abundant iron ore resources, but suffers from a
scarcity of coal. Nevertheless, when viewed as a group,
the Arab countries become a highly endowed entity with
a wide variety of mineral and agricultural raw materials.

(CONCLUSION

The foregoing analysis has posed some problems
pertaining to industrial development planning in the
Arab world. Among these probleims mention has been
made of the choice of the means or techniques of
production ; the decision as to the type of industry to
be established or promoted ; and the selcction of suitable
locations for the establishment of industrial projects.

Chief among the causes of these problems are the
circumstances that the industrial movenmient in the
individual Arab countr.-s, as well as in the Arab world
as a whole, is still in it~ cerly stages, and that variations
exist in many aspects of social and economic life among
the Arab countries as a whole and even within each
individual country.

These difficulties call for the rapid co-ordination of
the industrialization process in the Arab  countrices,

While the present paper does not aim at providing
decisive solutions for the acceleration of the ndustrial
process in the Arab countrics, the brief analysis
presented here may contribute towards formulating
general gnidelines that can be used to facilitate the
process of industrial development planning in the Arab
world.

As a first step in this direction, an estimate shonld
be made of the Arab countries’ requirements of
manufactured goods in the form of econsumption,
intermediate, or capital products in the fields of
engineering equipment and machinery; iron and steel ;
petrochemicals: cement; petrolenm products; leather
products: (including shoes), and all kinds of textiles
(i.e., cotton, woollen and synthetic).

Having established the industrial denmnd, the next
would be to arrive at an optimum allocation of the
industries concerned on the hasis of existing production
potential and possibilities in each country. It was
mentioned above that the selection of snitable sites for
the establishment of industrial projects presents an
important problem to industrial development planning
in the Arab countries. For commodities whose
production does not require large capital funds, the
selection of the location of industry may hecome
relatively easy. However, when it comes to industries
requiring large investment outlays, e.g, iron and steel,
oil refining, and machinery and equipment industrics,
great difficulties may arise. For this reason it wonld be
expedient to prepare studies on the economic conditions
of each Arab country within the framework of the
general economic sitnation in the Arab world as a
whole. These studies should cover the following:
distribution of natural resources; distribution of human
resources; preparation of scientific, advanced and
uniform systems of national accounts; preparation of
detailed studies on inter-Arab trade; and preparation
of detailed studies on the Arab countries’ present needs
for manufactured goods and the present potential of
each of them for satisfying those nceds.

It is believed that, in the light of such studies, it
wotld be possible to select the most suitable location for
the establishment of industrial projects intended to
satisfy the bulk of the Arab countries’ requirements for
manufactured goods.

Once the optimum allocation of industrial projects
among the Arab countries is achieved, each country
may proceed to apply whatever means or techniques of
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production it deems necessary in the light of its own
social and economic circumstances.

These are some of the preliminary steps which may
provide a basis for the process of industrial development
planning in the Arab world. The formulation of long-

run policies designed to provide scientific and sound
solutions to the problems of industrial development
planning in the Arab world requires the setting up of
a full-fledged research organization. It is hoped that
the establishment of such a body will receive adequate
consideration from Arab countries.

3. Industrial planning, programming and policies in selected countries of the Middle East*

Prior to recent trends in planning, development
activities in the public sectors were undertaken in most
of the comntries of the Middle Fast through develop-
ment or extraordinary budget programmes. Such
activities, however, were modest in magnitude and
comprised mainly a few projects, primarily of an infra-
structurnl type, selected on an ad hoc basis. More
recently, development plans in most of the countries
covered by this study have either been formulated and
executed or are in the process of heing formulated. The
following list shows the number of development plans
chronologically and by country:

Iraqg:

First plan, 1951-1956

Sceond plan, 1955-1959

Third plan, 1956-1961

Provisional plan, 1959/60 — 1961 /62

Detailed five-year plan, 1961,/62--1965/60

Five-year plan, 19658-1969
Jordan:

Five-year plan, 1962-1967

Seven-year plan, 1964-1970 (not officially released)

Kuwast:
Five-year plan, 1966-1970 (being formulated)

Lebanon:
Five-year plan, 1959-1064
Five-year plan, 1965-1969
Saudi Arabia:
Five-year plan, 1965-1969 (being formulated)

Syrian Arab Republic:
Ten-year perspective plan, 1958-1967
First five-year plan, 1960/61—1964/65
Second five-year plan, 1965-1969 (being revised)

At the beginning, planning in Iraq, Jordan and Syria
meant mainly a series of unrelated development projects
in the public sector. In subsequent years, the planning
of the public sector was more systematic and attempts
were made to cover the private sector. Over-all targets
and projections at various levels of aggregation were
also made available. Thus for Lebanon has not entered
the field of development planning proper. Both of
Lebanon’s five-year plans are, in fact, only partial

ogrammes related to public investment, emphasising
infrastructure and other basic facilities. Kuv ait and
Saudi Arabia are presently engaged in formulating their
development plans.

The planned growth rates in Iraq and Syria have
been set at slightly higher levels than those attained in
the recent past. In contrast, the planned growth rate
in the two Jordanian plans was set at a level lower
than that which was actually realized prior to each of
the two planning periods.

4 Paper presented jointly by the Centre for Industrial De-
yelg:gnnt and the United Nations Economic and Social Office
in wut.

Until recently, the manufacturing sector played a
limited role in the development programmes and plans
discussed above. The last two Iraqi five-year plans
showed a marked shift in emphasis from agriculture to
industry, with a consequent rise in the share of
manufacturing industries in  the total investment
allocation of the public sector. In Jordan, most of the
public investment in the ficld of manufacturing in the
period 1953/54-1964/65 was confined to the purchase
by the Government of equity capital in the major
manufactnring industrics and to government contri-
butions to the industrial development fund.

In Syria’s 1946-1956 extraordinary budget actual
expenditure on industry amounted to 13.6 per cent of
total expenditure. The share of this sector in the total
allocation of the extraordinary budget (1956-1961)
comprised 16.4 per cent. The first attempt at planning
the industrial sector in Syria was made in 1938, when
the first five-vear industrial plan was formulated. In
that plan, implementation of most projects in the
manufacturing sector was entrusted to the private sector,

In Lebanon, the recently announced five-year plan
(1965-19(9) is a continuation of the Government’s
policy of contining its activitics to infrastructure (as was
the case in the 1959-1964 plan), leaving other economic
activitics as much as possible to private initiative.

The allocations for industrial development in Saudi
Arabia in 1963 and 1964 were modest, amounting to
ahout 5 per cent of the total allocations for development.
The recent establishment of the General (Jrganisation
for Petroleum and Minerals (PETROMIN) in Saudi
Arabia and its vast programme, which includes twenty-
seven industrial projects at an estimated total cost of
about SR 1,000 million, indicates a trend towards
a greater emphasis on this sector.

In all three countries for which integrated plans have
been prepared, the planned growth rate in the industrial
sectors has been set at a higher level than those of the
corresponding aggregate plans.

While the planned growth rate of the industrial sector
in Traq was found to be equal to the actual rate of
industrial growth, that of Jordan was considerably lower
than the actual rate realized in the preceding periods.
In contrast, the planned rate of industrial growth in
Syria was higher than the actual rate achieved.

In the most recent plans of Iraq and Jordan, the
industrial sector received the second highest share of
total investment. In Syria, the industrial sector was
given the third highest share of total investment. The
manufacturing sector alone received about one-half of
the total investment allocations for the industrial sector
in Iraq and was relegated to second place in Jordan
and Syria.

Comparing the investment patterns in Jordan’s five-
year and seven-year ])lans, we find that, in the latter,
more funds were allocated to the development of
industry (primarily mining) and tourism, with a
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resulting reduction in the share of the manufacturing
sector in total investment.

Other planning objectives in those countries include
those enumerated below.

Economic diversification

Diversification is considered an important long-run
development objective, and the industrial sector is to
play an important role towards attaining that objective.
In various countries of the Middte I.ast, the problem of
diversification has been given special importance for
two reasons: first, most of those countries suffer from
recurring droughts, causing periodic fluctuations in
agricultural output, and, secondly, it is the strong desire
of the oil-producing countries of the Middle East to
reduce their dependence on the petroleum sector.

Creation of new job opportunities

This is one of the objectives of planning in Iraq, Syria
and Jordan, although it has been relegated to secondary
importance. Thus, in Jordan's five-year plan (1962-
1967), employment was given second priority. In the
seven-year plan, it was relegated to third place. Iraq’s
five-year plan (1965-1969) takes cognizance of the
problem and considers reduction in the volume of
unemployment a major social objective, the ultimate
solution of which is a long-term project.

Improvement in the payments position

Jordan’s seven-year plan (1964-1970) was formulated
on a new basis, namely, a reduction in foreign budget-
ary support, this being the most important departure
from the assumptions of earlier plans. The manufacturing
sector is expected to contribute to this improvement in
two ways: on the one hand, imports of manufacturing
products are planned to remain at approximately the
1963 level; on the other hand, local production is
planned to increase over the seven-year J)eriod by an
amount sufficient to fulfil the projected increase in
consumption with only a small portion of the iucrease
going to exports. In Iraq, the manufacturing sector is
also expected to contribute during the planned period
1965-1969 to an improvement in the balance of trade,
primarily through import substitution.

Geographical distribution

In the latest Iraqi plan (1965-1969), the needs of
backward regions of the country are stated to have been
taken into account in selecting the location of certain
development projects. Similar factors are stated to have
b]een taken into consideration in Syria’s second five-year
plan,

Economic co-ordination

This is another concern of planners and is explicitly
mentioned in the latest Iraqi pﬁm. Several countries are
now reconsidering their industrial development policies
30 as to take account not only of their domestic markets
but also of external markets, especially those of
neighbouring countries.

In Syria, fragmentary and incomplete implementation
data covering part of the first five-year plan (1960/61
to December 1963) indicate that the net national product
fell slightly short of the planned target set in the annual
plan for 1960-1961 and exceeded those targets in the

subsequent two and one-half years. Such performance
which, on the average, was higher than the growth rate

set for the planning period as o whole, reflected in part
the boom in the agricultural sector ; that sector, although
depressed in 1900-1961, expe.ienced good harvests in
subsequent years. Actual anmual investment had falten
short by about 22 per cent of the annual investment
target, a fall mainly attributable to the failure of the
public sector to achieve its investment targets. The
private sector had partly compensated for such failure
by over-fulfilling its turgets.

in the manufacturing sector, except for investment
figures, no adequate sectoral largets are given. This is
due, in part at least, to the fact that a good number of
the projects included in the manufacturing sector could
not be adequately prepared, either technically or
economically, and hence the expected contributions coutd
not be assessed. For those rensons, and because of the
relatively inadequate implementation and follow-up
machinery, full assessment of actual performance in the
manufacturing sector is not possible. Available data
indicate, however, that expenditure on munufacturing
fell short of the set target. The public sector showed a
lower performance than the private sector. Under-
fulfilment in the public sector may be attributed to a
number of factors. Projects included in the public sector
had been inadequately studied, resulting in delays in the
execution of certain projects as well as in the abandon-
ment of others. Furthermore, the administrative
machinery for the execution and supervision of govern-
ment projects was still in the process of being organized,
In the private sector, the level of performance was
probably attributable, inter alia, to an attitude of un-
certainty on the part of the private investor.

In Iraq, data relating to the performance of the
manufacturing sector are also fragmentary. Plans prior
to the recently announced plan covered only the public
sector’s investment programmes. Actual investment in
those programmes has consistently fallen short of
planned targets. Data relating to the three years 1961-
1963 of the five-year plan (1961/62-1965/66), indicate
that actual investment averaged about 52.5 per cent
of total actual allocations for those years, an order
of magnitude similar to actual performance in the
preceding years. The industrial sector’s performance
was among the lowest, representing 29.3 per cent; that
of the manufacturing sector alone amounting to about
10 per cent. This is to be explained, in part, by the
relative political instability which probably weakened the
decision-making powers of the various government
authorities; moreover, although Iraq has heen
developing the machinery for the formulation,
implementation and supervision of project exccution,
such machinery is still inadeqnately staffed. The poor
performance may also be attributed to the fact that
most of the projects included in the plan were not
fully studied trom either the technical or the economic
points of view.

It is too early to assess the results of the Jordanian
seven-year plan, which is in its first year of operation.
However, work on a number of m:anufacturing projects
is known to have started.

Because of inadequacy or unavailability of data,
modest techniques of planning have been adopted in the
formulation of these plans. Projections of consumption
demand were made on the basis of limited family budget
studies and other studies giving the income elasticity
of demand for consumer goods and services in certain
countries with similar conditicns. Estimates of the
labour force in certain cases were made on the basis of
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population distribution by age, sex, social conditions
and the expected annual rate of increase in population.
Tliese projections represent the supply of labour. In
other cases it was assumed that the growth in
employment would coriespond to the planned growth
in GNP after taking into consideration the increase in
prcductivity.

Planning the industrial sector and sub-sectors varied
in the three countrics from rather fragmentary to
comparatively detailed planning. In Iraq, Jordan and
Syria, projections were made for consumption,
production and contribution to employment. Only
limited information is available to indicate the techniques
used in preparing those estimates. In Iraq, projections
of consumption by major industrial sub-sector were
based on assumed income elasticities derived from the
family budget for Baghdad. As to the proiection of the
production pattern, some use is known to have been
made of the data contained in .4 Studv of Industrial
Growth, published by the United Nations.®

In Jordan, the rise in consumption was based on the
expected increase in population, and on an assumed
small increase in the standard of living. FEstimates of
value added in manufacturing were assumed to he in
the same proportion as that of the value added to the
value of total production in 1961. Imports were
assumed to be maintained at about the 1963 level.
Projections of aggregate employment in the manufac-
turing sector were based on a growth rate equivalent
to that of production, adjustment being made for the
estimated increase in productivity for the duration of
the plan. Foreign exchange requirements included
estimates of imports required for production (i.e. raw
materials, fuel etc.) as well as the imported component
of investment.

A number of criteria have been proposed for project
evaluation. In thie Syrian plan, the main criteria were
stated as follows: contribution to national income;
financial needs of the project in both local and foreign
exchange ; economic viability ; foreign exchange savings;
coutribution to employment and maturation period of
the project,

Similar general criteria have been proposed in both
Jordan and Iraq. It is, however, a{)parent that only
simple evaluation and not systematically applied methods
based on the above general criteria were followed in the
selection of projects and the connexion with the over-
all targets of the plans.

In most of the countries under study, the public
sectors have been increasingly involved, through direct
and indirect measures, in the development of the
manufacturing sectors. Lebanon has been an exception
to that trend.

In Jordan, for example, although industrial policy is
also based on the assumption that industry belongs
mainly to the private sector, it is generally recognized
that the role ot the Government in that field is crucial.

One of the most effective instruments for the
encouragement of industry in Jordan has been the
purchase by the Government of shares in new industrial
firms. Thus, the Jordan Government has subscribed to
the capital of seven major manufacturing industries to
the extent of JD 1.6 million, representing about 39 per
cent of their total paid-up capital.

In Kuwait and Saudi Aralia, where economic policies
are by and large similar to those in Jordan, greater

3 United Nations publication, Sales No.: 63.I1.B2.

amounts of public funds have been committed to
manufacturing, as evidenced by the very Ilarge
investment programme of PETROMIN in Saudi
Arabia and the increasing public funds committed by
the Kuwait Government to the Shuaiba industrial
complex and the extension of loans to a number of
large-scale manufacturing projects, such as the ammonia
plant and the petroleum refinery in Kuwait. Unlike
Jordan, however, insufficiency of private capital is not
the primary cause of government participation. Rather,
it is the desire to accelerate the pace of industrial
development and diversify economic activities in order
to relieve the country of complete dependence on
petroleunt,

Until recently, Iraq and Syria held strongly to the
principle that the bulk of manufacturing activities should
be left to the private sector. The recent nationalization
measures in Iraq and Syria shifted ownership of the
important manufacturing industries to the public sector.

Government policies and measures undertaken to
promote industrialization in the various countries of the
Middle East are varied, They range from provision ot
basic services, as in Lebanon to active encouragement,
guidance and indirect control, as in Jordan, Kuwait and
Saudi Arabia, or even direct control and management,
us recently introduced in Iraq and Syria,

Co-ordination of different economic and social policies
has already been recognized by most countries in the
region as a prerequisite to economic planning. Iraq has
already made reference to the fact that the achievement
of the objectives of planning depends to a large extent
on the degree of co-ordination of such policies.

Maintenance of monetary stability and the creation
of a financial environment conducive to growth are the
main functions of monetary authorities. This implies,
inter alia, the existence of a proportionate relationship
between the flow of money and the full utilization of
available resources. Evidence of internal stability
attained in most countries of the Middle East is
provided by the behaviour of prices in relation to
growth in income and money supply. The fact that prices
have risen moderately in recent years indicates the
existence of a balanced relationship between the money
supply and the level of output.

Internal financing is the major source of financing
for Iraq and Syria. In contrast, about 40 per cent of
the total of Jordan’s investment programme is expected
to be provided externally. In Iraq, oil royalties are the
major source of development financing, while in Syria
revenues from taxation are heavily relied upon as a
source of financing planned investment. Foreign loans
to Jordan are expected to increase throughout the seven-
year plan. In contrast, Syria and Iraq have not relied
in the past on large external financing, although more
recently both countries have been moving away from
earlier investment policies and practices by resorting
to external sources of finance,

Except in the case of the petroleum-producing
countries, it does not seem likely, however, that internal
measures alone will be sufficient to generate the volume
of investment needed to meet targets of the ragnitude
required to stimulate industrialization on a relatively
large scale. It seems essential that every effort should
be made to obtain foreign investment.

Although rot practised in the past, resort to internal
borrowing and deficit financing is presently planned on
a modest scale by some of the coun:ries under
consideration,
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Almost every country in the region has developed
monetary institutions whose statutes lend themselves to
adequate monetary policies designed to regulate the
flow of money, stabilize fluctuations in economic
activities and create the necessary environment for
economic growtl, Central banks in most of those
countries have hecn vested with suflicient powers to
regulate money and credit creation and reconcile it with
the real needs of those countries’ progressively expand-
ing economies. Jordan, however, does not possess that
type of flexibility. Its central bank lacks the legal powers
to modify the currency reserve requirement and may,
therefore, be unable to expand or contract the quantity
of money should the nced arise for making additional
funds available for financing Jordan’s development plans.

Despite the fact that the proportion of gross national
product saved is high in most of the countries for which
data are available, there are strong indications that the
proportion of disposable income saved by the private
sector is low,

In order to mobilize private savings, Jordan plans,
among othier things, to encourage the growth of savings
deposits in commercial banks by influencing the rate of
interest paid on such deposits. In addition, Jordan plans
to establish convenient banking facilities in urban and
rural areas, and to mobilize the substantial volume of
hoarded wealth,

In Saudi Arabia, the mobilization of private savings
poses a problem since interest is prohibited on religious
and legal grounds. The possibilities of financing with
borrowed money are therefore somewhat restricted,

In a number of countries, substantial amounts of
domestic savings are known to have Dbeen invested
abroad. There are reasons to believe that considerable
Jordanian, Kuwaiti, Saudi Arabian and Lebanese funds
are invested in foreign securities, partly because of
uncertainties, and partly because of lack of attractive
domestic investment opportunities. Jorden  has
entertained for some time the idea of adopting measures
to encourage the growth of an organized capital market.

The fact that private savings are scarce and cannot
be relied upon to supply investment funds on a scale
considered adequate, makes it difficult to sustain planned
rates of growth in the industrial sectors without
establishing and improving the existing specialized
financial institutions and providing credit facilities on
a wider scale. Credit assistance is especially important
to small and medium-sized industries. Shortage of
financial resources for plant expansion and renewal, and
for working capital, is the real problem of those
industries. For a variety of reasons, commercial banks
are unlikely to meet their urgent needs.

Industrial banks have either been established or are
being planned in practically every country of the region.
The amount of and the conditions under which credit
was extended to industry in the past varied from one
country to another but was, on the whole, far from
adequate to meet the progressively expanding credit
needs of industry. Recently, steps have been taken by all
those countries to strengthen credit availability for
industry by creating or planning for the creation of
stronger and more effective specialized institutions.

To supplement domestic savings, laws designed to
encourage the inflow of foreign investment funds have
been enacted in several countries. Foreign capital is
treated on an equal footing with domestic capital
employed in similar industries; repatriation, in foreign
currencies, of reasonable annual profits and capitat is

permitted provided that the capital involved is imported
and exported through official channels. In Lebanon,
Kuwait and Saudi Arabia, capital is allowed to flow
freely into or out of the country withont restrictions.
Indications are that, despite the various incentive
measures adopted, foreign mvestment capital has failed
to be attracted into the region on any significant scale.

Practically every country in the region has
promulgated laws for the encouragement and promotion
of the private industrial sector. Most industrial laws
provide incentives such as tax exemptions and tariff
protection, as well as other forms of assistance ; in some
cases, they grant monopoly coneessions. Eligibility for
tlie benefits specified in most of the incentive laws has
been made subject to the prior registration aud licensing
of industrial enterprises. Most of these laws require
that applicatious for the establishment of new industrial
projects should be accompanied by detailed economic
and technical studies,

The Governments of Jordan and Saudi Arabia have
granted a number of concessions for the promotion and
development of specific indnstrial undertakings. In
Jordan, some of these concessions are exclusive and
extend over periods varying from thirty to fifty years.
For the duration of the concession, Jordan has
undertaken to ensure such firms absolute protection,
including prohibition of the establishment of rival firms.

In the field of policies refated to the protection of
domestic industries, countries of the Middle LSast may
be classified into two main groups: those that have
relied heavily on both quantitative and qualitative
import restrictions, primarily for revenue and the
conservation of foreign exchange and secondarily for
protection reasous; and those that have, for one reason
or another, refrained from the imiposition of restrictive
measures,

Iraq, Jordan and Syria have relied relatively heavily
on restrictions relating to high tariffs and quantitative
restrictions. Imports of only a few goods into Lebanon
are prohibited. Although tariffs have so far been imposed
in Lebanon primarily for revenue purposes, the new
industrial law as outlined in the draft legislation has set
the country’s future tariff policy on new lines.

Neither Kuwait nor Saudi Arubia has tariff restrictions
of significance on imports or any licensing requirements,
except in regard to a few prolubited items. It has been
the established policy of botli Governments to minimize
as much as possible the imposition of restrictions on the
private sector. The fact that both countries depend
heavily on imports has caused importers to assume a
dominating market position and to extend their power
in different directions.

This situation has not only presented the Saudi
Arabian industrial entreprencurs with considerable
distributional difficulties, but has also contributed to the
slow growth of industries. In 1960, an International
Bank for Reconstruction and Development mission to
Saudi Arabia expressed the view that tlie granting of
temporary protection in the form of import duties on
competing products from abroad was sound where the
type of enterprise gave reasonable prospects of eventually
becoming competitive. On 27 May 1962, royal decree
No. 50 published provisions permitting the Ministry
of Commerce and Industry to recotumend to the Council
of Ministers the adoption of measures snitable for the
protection of tocal production.

Kuwait, too, has recently provided for the use of
import tariffs as an instrument for the encouragement
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purposes; fourthly, training of manpower in skills
designed to match employment needs and, fifthly,
placement of trained workers,

An adequate assessment of future demand for labour
requires a quantitative and qualitative analysis of the
types of jobs that will be created as a result of plan
implementation. In some plans no demaund projections
were made, and cmployment targets appear to have
been determined solely in relation to supply. In other
plans, although the number of industrial jobs that would
he created during the plan period was estimated, no
other details were given. Such a state of affairs indicates,
first, how little the manpower situation appears to have
been considered in the formulation of the plan and,
secondly, the need for some form of plan formulation
in order to ahsorh manpower surpluses. Furthermore,
the classification of manpower requirements has not been
accompanied by details of specific training policies.

National Governments in eich of these countries are
increasingly displaying interest in manpower planning
but, as yet, comprehensive policies covering all stages
of such planning (i.e. assessment of job opportunities,
vocational guidance, recruitment schemes, training and
operation of a job placement system) have not been
adequately formulated. The nearest approach to man-
power planning is to be found in Iraq. Through the
Ministry of Planning, the supply of manpower for the
plan period was assessed. On the demand side,
goverument ministries were requested to prepare details
of their manpower requirements, analysed in terms of
skills and quality. An assessment was then made of
available training facilities and recommendations
submitted suggesting changes in the country’s manpower

4. Finaneing of manufacturing industry

The present study covers the following six countries:
Iraq, Jordan, Kuwait, Lebanon, Saudi Arabia and
Syria. It deals with the institutional framework and
government policis for the promotion of industrial
financing, and provides a quantitative assessment of the
role and relative importance of the contribution of
various sources of industrial financing (commercial
banks, specialized financial institutions, Government,
foreign sources and the domiestic private sector). Refer-
ence is also made to working capital requirements and
their financing.

Fiscal legislation providing for tax exemption for
new industrial establishments exists in all six countries
i varying degrees. The period of tax exemption ranges
from three years in Syria to ten years in Kuwait.
Legislation providing for partial exemption on re-
invested earnings exists in Iraq, and a draft law con-
taining such a provision is currently under considera-
tion in Lebanon. Legislation providing for statutory
reserves exists only in Jordan.

As far as foreign capital is concerned, a generally
liberal policy for the encouragement of foreign invest-
ment exists in most of the countries under considera-
tion. Foreign capital in most of these countries is en-
titled to all the privil enjoyed by national capital.
However, despite this incentive, actual foreign invest-
ment in manufacturing industry, other than o1l refining,

$ Paper presented jointly by the Centre for Industrial De-
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programume, covering such aspects as recruitment of
labour, nomination for training, improvement of
training institutions, provision of better equipment and
higher teaching stanc&rds, improvement of educational
curricula, introduction of accelerated vocational training,
and assurance of employment opportunities. Reports
recently issued in Iraq, Jordan and Syria call for the
adoption of complete manpower plauning,

In the early nineteen-sixties, increased efforts to
improve labour productivity were noticcable in each
country of the region, In Irag, where vocational and
technical training is given in vocational training centres,
industrial schools, technical institutes and eugineering
colleges, certain measures were recommended for
improving labour productivity.

Remedial proposals similar to those recommended for
Iraq have also been made in Syria. There, a manpower
classification has heen prepared and mapower studies
are under way. Tentative assessntents of future
requirements for engineering and technically trained
personnel for the period of 1965-1969 were produced by
the directorate for technical education of the Ministry
of Education. In addition, the Syrian  Ministry of
Industry was reported to have planned for the
introduction of accelerated industrial training courses
for adult workers in 1964, An apprenticeship training
programme, consisting of two years’ schooling and one
vear's training in industry was to be lanuched within
the coming five years. In Jordan, Kuwait and Saudi
Arabia, data available on policies and plans for
vocational training are less extensive; such data as
exist, however, suggest that progress is being made in
this field.

in selected countries of the Middle East®

rennins insignificant. This is largely due to the limited
size of the domestic market and the inadequacy  of
export possibilities,

However, owing to the favourable geographical loca-
tion and economic environment prevailing in lLebanon,
there is some investment of foreign caj ital in industries
other than oil refining. In the case of Iraq and Syria,
although the existing legislation may be regarded as
favourable to foreign investment, ~general political
conditions constitute a deterrent factor,

It may be said that the role of the central banks of
the region in promoting industrial financing has been
very limited. Those banks have not developed to the
stage at which they would be able to influence the
commercial banks to channel substantial funds to
industry.

In addition to indirect measures in the form of
legislation to encourage and promote industrial
financing, the Governments of the countries covered
by this study are taking certain direct measures
designed to increase the availubility of industrial
financial resources. These measures consist of direct
provision of capital to specialized financial institutions
and government industries, participation in mixed com-
panies, and direct loans to industry.

The industrial banks of Irag and Syria and the
Kuwait Credit and Savings Bank are fully government-
owned, while the Jordan Industrial Development Bank,
the Development Bank of Jordan and the BCAIF




14

(Banque de crédit agricole, industriel et foncier) of
Lebanon are mixed enterprises.

Direct participation by Government in industry
varies from one country to another. Iraq was the most
active in establishing fully government-owned indus-
tries. Before nationalization, in terms of invested
capital, these industries constituted more than one-
half of the entire industrial sector. There are no fully
government-owned industries in Jordan (with the ex-
ception of those ruin by the army), and no such indus-
tries exist in Lebanon. The efforts of the Saudi Arabian
Government in this area have not been very successful.
Before the first nationalization measures of 1961 in
Syria, the only government industry was the Homs
oil refinery. At the present time, there seem to bhe
certain finaneial difficulties facing the nationalized in-
dustries whieh may prompt the Syrian Government to
take measures to provide additional finance.

Se far, only the Governments of Jordan and Kuwait
have participated to any considerable extent in the
equity capital of industrial enterprises. The participa-
tion of the former amounts to about one-fourth of the
combined paid-up capital of ID 9.2 million of eight
large industrial companies, and that of the latter to
three-fifths of the combined paid-up eapital of KD 189
million of six major industries. The Saudi Arabian
Government has more recently, through PETROMIN,
(General Organization for Petroleum and Minerals)
embarked on the promotion and establishment of
fourteen large industries whieh will be financed largely
by the Government in conjunetion with the private
sector. The Government plans to provide three-fifths
of the total equity of the thirteen projeeted mixed
companies,

Government financing in the form of loans was
provided by the Iragi Government to the Daura and
Al-Quyara oil refinery. Apart from participating in the
equity capital of the PIE-TROMIN projects referred to
above, the Saudi Arabian Government will also provide
loans through that body to finance part of the fixed
capital of those projects. .

Most commercial bank loans to industry are given
for less than one year. Ho  er, part of such short-
term loans beeome, in effect, medium-term loans that
go to finance fixed capital, as many of them are subject
to renewal. There is, of course no way to ascertain the
importance of such loans.

Statistics on industrial credits from commercial
banks must be treated with caution. First, many indus-
trialists in the Middle East are, at the same time, mer-
chants and/or dealers in real estate. It is therefore not
uncommon that a eredit obtained for industrial pur-
poses ends up as a commercial credit. Secondly, there
13 110 way to assess the degree of accuracy of the figures
on industrial loans from commercial banks.

The proportion of outstanding industrial credits to
total clains on tlie private sector of commercial banks
at the end of 1964 was 6 per cent in Iraq, 9 per cent
in Kuwait, 12 per cent in Lebanon, 11 per cent in
Jordan and 24 per cent in Syria. The relatively high
proportion of industrial credits to total credits extended
by commercial banks in Syria reflects the increasing
indebtedness of Syrian industry to the banking system
as a result of the declining role of self-financing since
1901. Figures for Saudi Arabia are not available.

Traditionally, foreign banks in the region primarily
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finance foreign trade. Their role in providing industrial
credit is relatively insignificant,

Based on their operations, the following are purely
credit institutions: the Development Bank of Jordan,
the Industrial Development Fund of Jordan, the
Kuwait Credit Bank (incorpurated with the Credit and
Savings Bank), and the BCAIF of Lebanon. It is also
possible to include in this category the Syrian Industrial
Bank as its participation in industrial enterprises is
negligible. Thus the Industrial Bank of Iraq is the
only institution which, in addition to providing credits,
has partieipated to a considerable extent in the equity
eapital o1 . number of industrial companies.

Contrary to what might have been expected, and with
the exception of Iraq, it is the commercial banks and
not the specialized financial institutions which have
provided the bulk of industrial credits. In Jordan,
Kuwait, Lcbanon and Syria, industrial credits from the
commercial banks are estimated to be between six and
2ight times as great as those extended by the specialized
financial institutions, In the absence of a specialized
finaneial institution in Saudi Arabia, all industrial
credits in that country are extended by commercial
banks. By contrast, credits from the Iraqi Industrial
Bank are estimated to be 50 per cent greater than the
estimated industrial credits from commercial banks.

Foreign private investment in the region has been
concentrated mainly in the oil-refining industry.
Foreign private investment in manufacturing industry
other than oil refining is greatest in Lebanon, estimated
at about $17 million, followed by Kuwait and Saudi
Arabia, where it is estimated to be between $2 to 3
million. Foreign investments are insignificant (less than
$1 million) in Iraq and Jordan. In the case of Syria,
industrial capital owned by nationals of Kuwait, Saudi
Arabia, Lebanon and Iraq, is estimated at 2 per cent
of the total eapital invested in industry.

The role of international financial institutions in
industrial financing in those countries was negligible up
to the end of 1965.

The only significant bilateral aid was provided by
the Soviet Union to Iraq, involving an amount of ID
50 million, later raised to ID 65.2 million. Syria and
Lebanon received $5 million each from USAID
(United States Agency for International Development),
of which, however, only a small proportion was utilized

by Syria; Jordan received $0.5 million from the same
source.

Foreign suppliers’ credit in the form of instalment
credit is extensively utilized, in particular for the
importation of expensive capital goods.

Assessment of the role of the domestic private sector
is possible only in terms of invested capital. Data con-
cerning accumulated reserves and retained profits are
not available., On that basis, it is estimated that more
than 90 per cent of the industrial sector is owned by
the domestic private sector in Lebanon and Saudi
Arabia and more than 80 per cent in Jordan. After
nationalization in Iraq, only one-fourth of the industrial
sector remained in private hands. In the case of Syria,
virtually the entire organized industrial sector has {Teen
nationalized, leaving only the small establishments in
the hands of the private sector. Statistics in Kuwait are
insufficient to provide a basis for sich estimates. In
the case of eleven industrial joint-stock companies,
representing the bulk of Kuwaiti industry (combined
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paid-up capital KD 20 million), one-third of the shares
15 owned by the domestic private sector.

it may be noted that there is only one stock exchange
in tl e region, located in Beirut, but its role is in any
cise insignificant so far as the promotion of industria!
Hiaancing is concuorned.

It may generally be stated that, as i many other
developing  countries, planning aunthorities and other
agencies in the region concerned with finance do not

3

seem oo realize the importince o workug  capnal
requircments and the financing of those requirements
Anadequate study of such requirements would serve
nmany useful purposes. Failure of industrinl develop:
ment projects or unmecessary wdleness of olants after
therr construction nught he prevented by taking acconnt
of such requirenients in ndustrid development plans.
Rankers could nee sucl studies o w guide m nulging
credit applications, and  management  agencies  and
company managers as a gide 1o judgimg of the relative
efticrency of an industyy

3. Industrial co-ordination ameng the Arah countries’

Ilconomic  development in the Arali countries is
characterized by the following

(a) Low productive capacity and, cousequently, low
rates of growth of national incoine, arising from lack
of halance among the virious components and improper
utilization of natural resources;

(0) Unbalanced growth of the different productive
sectors, especially the industrial sector, which remains
primitive and relies on uon-capitalistic production
methods ;

(¢) Unbalanced expansion in the capital and con-
~umer goods industries, with the latter predominating .

(d) lLack of managerial and other skills essential
for the raising of industrial production, and inadequate
guidance in the techniques of agricultural production ;

(¢) Low productivity ;

(f) lInadequate transport and cormmunication facil-
ities.

In short, if economic development is to proceed
satisfactorily in the Arab countries, it is necessary to
develop the productive base in each country. In this
process, however, care must be taken to avoid un-
necessiry concentration on the agricultural sector and
to lay increasing emphasis on the industrial sector,

The Arab countries are well aware of these circum-
stances and are taking action towards a solution. But
the wide discrepancies in the degree of development
araong various Arab countries and in their natural,
technical and financial resources have led to a state of
discord and weakness which has adversely affected the
prospects of industrial development, hoth on the coun-
try and regional levels.

Industrial co-ordination implies surveying, assessing
anil deterntining econotnic potentialities and available
natural resources in each Arab country with a view to
ascertaining the extent to which those resources are
utilized and exploring the ibility of exploiting those
resources in the best possible manner.

Industrial co-ordination should be understood and
discussed within the context of agricultural, social and
financial co-ordination in view of the interdependence
that exists between various economic sectors. Indus-
trial co-ordination an Arab countries should be
uinderstood and applied 1n the light of the over-all
princiﬁles of economic planning. Such co-ordination is
Lesct by a number of serious difficuities, such as differ-
ences in economic systems, some countries hav'mf
adopted Arab socialistic methods, while others still

7 Paper _presented by the General Secretariat of the League
of Arab States.
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adhere to the capitalistic svstem, and differences in the
stages of economic developiment reached by different
Arab countries, and in the size and progress of their
industries

Before considering the question of co ordimation, it
i~ perhaps appropriate to refer hriefly to certain factors
that affect the choice of industriad location, and how
this has influenced thie developrent of Arah industries
in the past. Those factors are.

Proximity to the sources of r.w materials, in view
of the tendency to establish projects near the site of
riw materials ;

Availability and low cost of labour, e there is a
tendency to establisn industriad projects near populated
feas |

Prospects of making u-e of mtevnal nd esternal
funds ;

Proximity to niarkets

Mode of consumption ;

Historical factors, as in the case of the spinning and
weaving industries in Syria and the United Aral
Republic, most industries were orgimzed i such a
manner as in sone wiy to comiplement those of the
capitalist States which comuianded inflnence at  one
time or another in those countries, qnd

Location, as determined by the theory of comparative
advantage and of relative production costs,

Industrial co-ordination among the Arab countries
should make use of the known principle of the division
of labour, so that one country may specialize in produ-
ing one commadity, or in one of the proce.ses required
for its production. This division of labour and special-
ization can lead to two Wnporwnt results: mass produc-
tion and industrial integration,

Industrial co-ordination among the Arab countrie,
will provide a link between industries and their owmt-
put, so that the output of some industries, in one or
more Arab countries, will forin the raw materials for
other industries in other Arab countries. Co-ordina
tion will undouhtedly help to create additional demaml
for industrial products, strengthen the centres of
production, and enhance the Arab economy as a whole.
Furthermore, industrial co-ordination 15 essential for
the achievenment of Arab economnic unity.

Industrial co-ordination among the Arab countries
may be justified on the following grounds

S+ arcity of capital, with a tendency to concenerate on
agri -ultural investments ;

Narrowness of the domestic market, reflecting a
general weakness in demand due to low per cepue
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inconte, Jow populatton density, and high transport
costs ; this weakens the demand for industrial products
and makes it difficult for industrial plants to attain the
optimum volume of production to achieve sub-
stantial economies in production and marketing ;

Shortage of skilled workers and their uneven
distribution ;

Uneven distribution of natural resources. and

Low productivity, reflecting the use of poor equip-
ment, a general weakness in"&e level of skalls, and the
non-application  of modern  scientific  management
techniques.

Further justification for Arab industrial co-ordina-
tion can be found in the resolutions and charter of the
Arab League. Article 4 of the charter provides for
the establishment of a permanent committee to lay
down the buses of co-uperation among the Arab coun-
tries, in the form of draft agreements. This has led
to the establishment of the Permanent Committee for
F.eonomic Affairs, the Feonomic Council and the F.co-
nomic Unity Council. This is in addition to the F.co-
nomic Unity Convention, which ensures co-ordination
of agricultural and industrial icies, and internal
trade, and the standardization of economic legislation,
whereby the citizens of the contracting countries
engaged in agriculture, industry and trade are given
similar treatnient Similarly, the agreement governing
the establishrient of the Arab Common Market
provides that preierence shall be accorded to the ex-
change of industrial products.

Industrial cn-ordination among the Arab countries
should take into account three different cases, namely,
the case of industries yet 10 be established in the Arab
countries; that of existing industries, and the case of
Arab countries which have not yet embarked on indus-
trialization.

Co-ordination of future industrialization policy faces
a number of theoretical and practical problems, such
us choosing between balanced and unbalanced growth.
In the case of the Arab countries, #t is preferable to
follow a policy of unbalanced growth, whereby a base
of eapital goods industries will be established which in
tutn will serve as a base for rapid economic develop-
ment.

Furthermore, industrial co-ordination among the
Arab countries requires a choice between heavy and
light industries. Ve believe that preference should be
given 10 heavy industries. It must be pointed out, how-
ever, that a policy whil: emphasizes light industries has
the followir 1 points in its favour :

Light industrie: require small initial capital, and the
cost of replacement and maintenance is Jow, suiting the
needs of the Arab couniries, where capital is scarce;

Light industises, because they wse labour-intensive
techniques, are capable of providing relatively large
employment oppor*unities ;

Light imdustries have a2 high output-capital ratio,
and a relatively short investment period ;

The training experience gained in the light industries
i very wseful in learning the more advanced and
complex technigues required for the establishment of
heavy industries ;

Light industries do not give rise to inflation, as is
the case with heavy indusiries.

In addtion to the need for making a choice hetween
Ikanced and unbalanced growth, light and heavy in-
dustries, there is a third choice which has to he made,
nemely, between capital-intensive and labour-intensive
production methods. Actually the problem is not one
of choosing one alternative to the exclusion of the other,
bt that :! reconciling the two approaches.

Reliance on capital-mtensive methads by the Arab
countries is justifted on grounds of prevailing poverty,
low rates of savings, income, and Fodu(‘tivity, and a
rapid rate of population growth. This method could
also lead to substantial increases in the national income.
In addition, it is consistent with the preference for
unbalanced growth and heavy industries.

We should, however, take into consideration two
important  problems that present themselves in
connexion with capital-intensive industries. The first
is the shortage of financial resources, which may con-
stitute an obsticle in the way of meeting the cost of
the capital-intensive method. The second is the prob-
lem disguised unemployment, which calls for the
adoption of labour-intensive methods.

Capital-intensive methods should be used in the basic
industries, which are indispensible for rapid ecomomic
development. Consequently, when planning Arab indus-
trial co-ordination policy, the largest share of capital
resources and technical skills should be reserved for
the basic industries, and the remainder for the con-
sumer goods industries, relying on labour-intensive
methods. Should the needs and interests of the capital
and consumer industries conflict, preference should be
given to the former.

Another very important problem which obstructs
Arab industrial co-ordination relates to the pattern of
mmvestment, on the manner of distributing investment
resources among the different sectors of the national
economy and the choice of a suitable criterion for
evaluating the different investment alternatives and
choosing among them.

The choice of the pattern of investment constitutes
one of the most complicated problems facing Arab
economic  planners. hen formulating industrial
planning policy, the economic conditions prevailing in
rach Arab country must be taken into consideration. It
should be noted that comsiderations concerning the
relative importance of investment between the different
sectors, and within each sector, will have a great effect
on the development strategy to be followed. Such con-
siderations should be based on a careful analysis of the
structure of the national economy, the desired economic
and industrial targets, and the available means to be
employed to achieve them. These targets and priorities
depend to a great extent on the stage of growth through
which the country is passing.

Industrial co-ordimation policy among the Arab coun-
tries may be carried out on the same lines, and using
the same pattern of investment, as that adopted by the
socialist countries. It consists of a number of stages,
which are described below.

In the first stage, the development of the agricultural
;ctoruis::rm Smmka'm btneoud , the basis for in-

15tri e wi laid n, requiring the
fulfilkment of two conditions, namely, the e:?ahli"shmut
dprojettsint}nﬁdddmmruioaudm
munication, and the establishment of small and renl
industries side by side, their labour-intensive nature
htithastohdpincomhuin.theimmniqu-

o
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employment, in addition to effecting a rapid increase in
output which mitigates inflationary pressures.

In the second stage, investment resources should be
nsed mainly for the development of the basic heavy in-
dustries, which provide the necessary industrial struc-
ture on which to base subsequent development. At that
stage. it dres not seem advisable to invest the available
resources in the manufacture of consumer goods, since
that might lead to competition with the rural industries
which need encouragemient.

Tu the third stage, emphasis should continue to be
laid on developing the basic heavy industries, and more
funds should be channelled to that sector to cover
industries in addition to those established in the second
stage. It is possible at that stage to divert investments
to specific industries such as ship-building, railways
and aircraft. Some funds may also be allocated to
develop consumer goods industries in such a manner
that they will not directly compete with the small and
rural industries. By the time the third stage is over,
the national economy should have developed sufficiently
to eliminate the residue of underdevelopment and
stagnation.

One of the most important bases for co-ordinating
industrial development among the Arab countries i.
the establishment of uniform and general criteria for
the selection and approvzal of investment projects with
a view to avoiding inconsistency, duplication and eco-
nomic loss.

Any analysis and evaluation of sectoral invesiments
in connexion with the establishment of industrial co-
operation among the Arab countries must take the
following points into consideration: That priority
should be given to projects forming part of the indus-
trial base, 30 as to give an impetus to the growth of
the national economy; That priority should be given
to projects which help to achieved lalanced growth, so
as to prevent the rise of any real or monetary gaps in
the national economy, and That priority should be
given to projects that correspond to social needs so as
to help in meeting and satisfying the desires and prefer-
ences of individuals.

Turning to the case of existing industries in the Arab
countries, we find that these industries were established
on the basis of local specialization or of the needs of the
national economy. Co-ordination of those industries is
necessary for the following reasous: it will help in
solving the problem of the shortage and uneven dis-
tribuition of the factors of production, and make it
possible to establish large prodiction units that could
take advantage of economies of scale; it will result in
marketing advantages, especially under the Arab
Common Market, and will help in overcoming foreign
competition, and it will strengthen existing industries
through industrial integration.

In the past, some measure of integration was
achieved between the industries of some Arab countries
and those of the Western countries. Such integration
when achieved to serve the interests of the foreign
country concerned, is a quite different matter from co-
ordination among the Arab countries in the interest of
all Arabs, History shows that there has always been
competition between foreign and Arab industrial pro-
ducts and that the latter have always been at a
disadvantage. This is additional justification for induis-
trial integration among the Arab countries.

Integration, moreover, will help to unifv industries
scattered  throughout the Arab  countries, and to
organize and consolidate the industrial policy which
constitutes the basis for the achievement of an over-all
economic unity among the Arab countries. Further-
more, economic planning becomes easier, in integrated
production units.

As to the actual manner of co-ordinating existing
industries, it is necessary first to study them analyt-
ically in order to evaluate each separately and estimate
the prospects of performance and success, and finally to
formulate recommendations for their reorganization.

It is also necessary to consider these industries
horizontally by concluding agreements between those
at similar stages of production, so that each industry
maintains its technical independence but pursues its
general policy in accordunce with provisions stipulated
in the agreement. In addition, these industries could, if
necessary, be integrated by means of what is known as
forward or backward linkage.

In the event that existing industries refuse to he
subjected to co-ordination, the problem could be solved
by assigning them specific markets to be shared on
the basis of expected competition, proximity to or
remoteness from factories, and with due regard to
transport and shipping costs. In this case, it is desir-
ahle that these industries adhere to a well co-ordinated
industrialization and investment policy.

There remains the case of those Arab countries whicls
are at present unable to participate in a co-ordinated
industrial programme owing to their poor natural and
economic resources. In order to promote industrial co-
ordination in those countries, the following steps may
be considered :

To urge those countries to buy Arab industrial pro-
ducts even if such products are more expensive and of
inferior (uality by comparison with similar imported
foreign products;

To encourage the nationals of those countries to
invest their idle funds in the co-ordinated Arab indus-
trialization programmes by allowing them to share in
the profits, and demonstrating the economic and
financial gains which could be derived from such
activities ;

To promote the spirit of Arab nationalism in themn;

To persuade the Governments of those countries to
impose high or prohibitive customs tariffs on competing
foreign industrial prodncts;

To urge the Governments of those countries to
contribute to financing Arab industrial co-ordination;
the Arab League made a sincere effort in that direction
when it asked its secretariat to prepare a questionnaire
on industrial co-ordination and send it to the member
States ; the secretariat has not, however, received the
necessary data so that the committee concerned has
been unable to meet since 1961,

The Arab League's secretariat took the opportunity
of the presence of Arab experts on industrial co-
ordination in Cairo in July 1963 to approach them on
the subject. The experts advised the secretariat to send
a memorandum to the member States requesting them
to prepare the necessary data on industrial co-ordina-
tion. They also advised the secretariat to invite Arab
experts in that field to visit the member States in order
to explain the importance of industrial co-ordination;
to obtain the required data and statistics, together with
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a report on the industrial situation in each Arab coun-
try, and to persuade the responsible authorities in those
countries to establish technical machinery to complete
the sulnnission of the required data in preparation for
convening the necessiry meetings.

Arab induatrial co-ordination shonll be pronioted by
the establishment of joint planning boards responsible
for the formulation and co-ordination of industrial plans
and programmes ;. follow-up machinery should also be
established to ensure the proper implementation of snch
plaus. Industrial co-ordination will also require the
compilation and standardization of industrial statistics.
tn this connexion, 1t is advisihle to establish  joint
centrial statitical organs to undertihe the compilation
anl clisstfication of statistical data,

Horts shonld be nude to standardize  planning
terminology and  svstems of mational acconnting in
order to provide the uniform data needed for the
planiing of Arab indnstrial co-ordination programmes.

Frlty, we turn to the constructive steps that lave
becn taken by the Technical Committee on Industrial
Co-ordination. That committee issned the following
reconnnendations :

That the \rab countries should supply the secretariit
with all surveys and studies on industrialization and
industrial policy ;

That the Arab conntries should furnish the <ecreturint
with studies related to their economic plans. espec-
inlly indunstrial plans;

That the secretariat  shonld obtiin the stndies and
reports issued by the United Nations on industry and
industrialization policy. to be presented to the com-
mittee it its next meeting.

The Arab experts  on  industrial  en-ordination
suggested that co-ordination might start with the mamn
projects inchiuded in the respective development plans
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of the Arub comntries. The following should also be

taken into acconnt i the planning and implementation

of co-ordination among the Arab countries:

The size of the industrial units to be grouped ;

The co-efticients of cost and productivity in the
establishnients to e grouped and co-ordinated ;

Modes of nanagement and production

Whether units beloug to the private or o the public
sector |

Development of o general target for the grouping or
co-ordination of indnstries, and

Development of co-ordination i the agricultural, sociual
and services fields related to production.

The Arub League's secretariat subinitted the report
ot the Arab mdustrial co-ordination experts to the
Peonomic Conneil at its ninth regular session (9 to 17
December, 1963). The I“eonomic Council then adopted
resolution No. 210, of 17 December 1963, in which it
nrged the Vrab conntries to furnish the data requested
in the questioniaires. The resolution also provided for
the formation of a1 committee of experts to devote itself
to that task to prepare a stidy on the snbject of
mdustrial co-ordination in the Arab conntries.

The Feonomic Council also resolved that an eco-
nomic planning and industrial co-ordination committee
<hould be formed to work under its snpervision. Its
innctions would be to standardize the basis for studying
investment projects and the criteria for choosing among
them: to standardize a framework for development
plins aud programmmes, including the classification 01
data and the standardization of planning terminology :
amd to orgamze the exchange ()F inforniation and the
results of stiddies nndertaien hy the planning depart-
ments of the Arab countries. The meeting of the eco-
nomic planning and industrial co-ordination committee

i~ ~cheduled to be held 1in Kuwait on 15 November
1965,

6. Standardisation and indusirial development within the framewerk of an Arsb common market *

The Arab world has witnessed a great change in its
economic stricture in recent years. This stage in the
history of the Arab countries has been characterized by
persistent etforts to develop all aspects of their social
and sconomic life. Efforts in regard to easures and
specifications have achieved notable success, because
most Arab countries realize the importance of stan-
dardizing their system of measires and eliminating the
diversity of local systems gnvailing in each country and
the foreign systems which are incompatible with Arab
need:. 1:fforts in this field, though of a scattered nature,
have crystallized in the decision to adopt the decimal
metric system of measurement. This syitem has been
adopted by moust Arab countries and i expected to
become universal within a few years. The Arab coun-
tries will thus have taken an effective and constructive
step in the direction of economic unity.

Some Arab countries have taken part in international
activities in regard to standardization and measures.
Thus the United Arab Republic, Morocco, Tunisia and
Jordan joined the International Bureau of Weights
and Measures and the International Organization for
Standardization.

® Paper presented by the Counmcil tor Arab Economic Unity.

Interest in the application of standardization methods
1 the economic and industrial fields hus extended also
to the held of specifications. The Arab countries have
issued successive specifications fixing the standards of
quality for both local and imported products. This
intcrest was soon directed to the organization of
specialized machinery to deal with specifications and
measures and the establishment of national organiza-
tions for the purpose of regulating this activity in each
individual country, and to participation in international
efforts in this field. National organizations were
successively established in the United Arab Republic,
Morocco, Lebanon and Iraq. These four Arab organiza-
tions have joined the Imternational Organization for
Standardization in  Geneva. Sudan, Saudi Arabia,
Kuwait and Libya are at present endeavouring to
establish simiilar organizations.

The Arab countries have realized that co-ordination
and standardization of measures and specifications at
hoth the Arab and the international levels is necessary
for the success of Arab industrial and economic co-
operation and in order to create a recognized status for
Arab production in international markets. Conse-

quently the Arab Economic Council, at its sixth sessiou.
and upon the suggestion of the United Arab Republic,
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decided to establish a perminent technical committee

for specifications and measures to unify the different

~vstems existing in the Arab countries.

Tn aceordance with the cnuncil’s decision. the com-
mittee was formed and held its first nieeting at the
\rab League secretariat in Cairo from 21 to 26 January
1961, It was attended by representatives from Iraq,
Tordan, Kuwait, Lebanon, Saudi Arabia, Yemen, the
United Arab Republic and Algeria.

At its first meeting, the committec decided that its
main ohject wonld be to co-ordinate and standardize
<pecifications and measures in the Arab States prepar-
atory to the establishment of the Arab organization for
measures. To that end, it wonld continue endeavours
aimed at establishing national organizations for  spe-
cifications and measures in the Arab States; arrange
for the national organizations to join similar interna-
tional organizations, and take all necessary steps to
facilitate the exchange of information among the Arab
States regarding the following :

Applied specifications, and those to be enforced in the
future, with respect to raw materials, local and
imported products ;

Fisting and future facilities for testing conformity
with the standards and specifications laid down and
the methods and systems followed

Applied system of measures and weights, stamping,
calibration, application of the decimal metric system
and the problems which might obstruct application,
if any :

Particulars regarding available specialists and experts
in the field of standardization in the Arah countries,
and

Annual plans in the field of standardization, starting
with the 1962 plan.

The committee also undertook to facilitate the ex-
change of views and ohservations regarding draft
<pecifications prepared in the Arab countries before
their adoption: to make use of techmical training
possibilities at the different levels through the existing
machinery and organizations and those to be established
in the Arab States; to organize seminars for specialists
and persons interested in specifications and measures
(such seminars to be held during the meetings of the
permanent committee ) and to arrange visits for experts,
and to endeavour to unify technical and scientific term-
L1ology in the Arab countries.

The committee discussed the importance of stan-
dardizaiion in the economic field, especially in con-
nexion with facilitating industrial co-ordination among
the Arab countries and promoting production and
trade. Some delegations presented specific memoranda
on the subject. The coninittee also discussed in detail
the current position of specifications and measures in
the Arab countries, and the progress made in imple-
menting the lconomic Council’s resolutions calling on
the Arab States to enact the necessary legislation for
the establishment of national organizations and urging
the member States to exchange information in the field
of measures and specifications. It was found at the
meeting that some States had already established na-
tional organizations and others were in the course of
doing so. In view of the great importance attached to
such national organizations, the committee recom-
mended their establishment during 1961. The committee
abo recommended that the national organizations

<hould, as soon as they were formed, jom the Interna-

tional Organization for Standardization in order to

strengthen the Arab poesition.

Three vears kater, the committee lield its secound
meeting in the offices of the Arah Leagne secretariat
in Cairo from 1 to 6 May 1964 The mecting was
attended by representatives from Iraq, Jordan, Knwait,
l.ebanon, Libya, Morocco, Tunisia and the United
Arah Republie. The committee discnissed the agenda
andd made the following recommendations:

That member States should exchange information on
standard  specifications, methods of standardization
andd technical training facilities in the Araly countries,
and endeavour to standardize technical terminelogy |

T'hat member States should complete the formation of
their national organizations concerned with specifica-
tions and measures preparatory to joining the In-
tetnational Organization for  Standardization in
Geneva and the International Bureau of Weights and
Measnres in Paris;

That the first Arab conference on Specifications and
measnres should be held for one week to discuss the
following subjects:

The role of standardization in indnstrial co-ordina-
tion and trade among the Arab conntries;

The role of specifications and measures in the
, pe
promotion of Arab exports;

Technical and administrative problems faced in
the formulation and application of specifications
and measures,

The committee discussed and approved in principle
the proposal presented by the United Arab Republic
for an agreement on the establishiment of an organ-
ization for specifications and measures of the Arab
[.eague.

At its meeting of 6 December 1964, the Arab Fco-
nomic Counecil took note of the report of the technical
committee and of the proposed agreement for the
establishment of an Arab organization for specifications
and measires. The council also took note of another
draft agreement for the establishment of the Arab
organization for specifications and measures prepared
by the Lebanese authorities. The Council therenpon
recommended that the two draft agreements for the
establishment of the organization be reierred to the
technical committee for specifications and measures for
study and recomnendations ; approved the holding of
the first Arab conference for specifications and
measures and the proposed agenda for the conference,
and approved the committee’s suggestion that a sum of
£15 18,000 be allocated to meet the costs of the confer-
ence and that the Arab League secretariat be asked to
toke the necessary steps to earmark that amount in its
budget.

The Arab League secretariat took active steps to
implement the Economic Council's decision concerning
the study of the two draft agreements for the establish-
ment of the Arab organization for specifications and
measures. When it was realized that the technical
conunittee would not be able to hold its third meeting
during June 1965, the secretariat placed the subject on
the agenda of the economic planning and industrial co-
ordination committee which met in Kuwait on 15
November 1905, The committee experts on specifica-
tions and measures leld a number of meetings during
which they were able to study the two drafts and




prepare a final draft agreement, which the committee
approved and requested the secretariat include in the
conmnttee’s report for subinission to the Fconomic
Council at its eleventh session. The committee recom-
mended also that the Arah States should authorize their
delegates at the said meeting to sign the agreement on
behalf of their Governments in order to expedite its
ratification.

Industrial development in the Arab countries

The Arab Economic Council approved the agreement
during miectings held in Cairo on 7 December 19685,

and referred it to the Aruh member States for ratifica-
tion, The agreement will become effective as soon as
the instruments of ratification of live members have
been deposited with the secretariat in accordance with
the provisions of article 17 of the agrecment.

7. Co-ordination of the sugar and paper industries in the Arab countries "

THE SUGAR INDUSTRY IN THE ARAB COUNTRIES

In 1963, sugar cansumption in the Arah countries
amounted to 1,851,183 tons, while production amounted
to only 425800 tons. Thus Arab countries had to
import 1,.425383 tons of sugar. On the basis of the
average price over the past ten years of LIZ 384 per
ton. this represents sugar imports during 1963 valued
at 1.I2 54,734,707 .

The United Arab Republic and Morncco produce
most of their requirements, the United Arab Republic
utilizing domestic raw materials and Morocco relying
on imported raw sugar. In Algeria, there is a sugar-
beet factory with an anmual productive capacity of 3,500
tons. This factory, which was established in 1953,
ceased workiug during 1961-1962. Tunisia has a sugar-
beet factory which was established in 1962, In Sudan,
which produces high quality sugar-cane, two factories
were built at al-Junid and Kushm-al-Karia. When
working at full capacity, these two factories satisfy 80
per cent of domestic sugar requirements. The three
plants existing in Lebanon, comprising two sugar
refineries and a sugar-beet factory, can satisfy the
domestic need for sugar. In Syria, the sugar refinery
and the sngar-heet factory can meet only half the local
demand for sugar. lraq has one sugar-beet factory
with an anuual capacity of 1,000 tons.

In order to increase sugar production in the Arab
countries and ensure industrial integration, it is neces-
sary to reconsider the programmes of those countries
with a view to establishing economical sugar plants that
can supply raw sugar at low cost. The formation of a
union among the Arab countries to supervise planning
and organization and to train technicians would be
desirable. Moreover, there is a need for setting up a
permanent board to deal with the marketing and dis-
tribution of the raw sugar needrd by the factories in
order to eliminate uneconomical and fragmentary pur-
chases of raw sugar by individual factories.

It is also desirable to review land productivity with
respect to various crops so as to adopt the Ccrop rota-
tion that would maxiinize the income of farmers as well
as the national income. In this way it would be possible
not only to improve agricultural integration but also to
contribute to the over-all industrial integration of the
Arab countries.

A comparative study of the economics of sugar-cane
cultivation in the United Arab Republic reveals the
following :

® Paper presented hy the Council of Arab Economic Unity.

l per acre)

Suaar cane  Other crops Increase
Value of production 1088 829 250
Value acded 67.0 62.1 139
Net income 1o farmers 6.2 8.6 12,6
Exports 203.0 104.4 98.6
Effect on balance of payiment~ 1834 97.4 8.0

Another comparative study of the economics of sugar
extraction from sugar beets in Syria shows that the
value of sugar exports from one acre amounts to £F
103.5, compared to £F 203 in the United Arab Re-
public, which nses sugar cane,

The foregoing indicates that studies would be desir-
able in each Arab country on the economics of sugar
extraction from other agricultural crops, similar to
those nndertaken by the United Arab Republic. Tn
this way. it would be possible to cultivate high vield
crops thus maximizing the value added and the net in-
come of the farmer. Furthermore, if consideration
were given to the world market prices of the crops
under study, it would be possible to evaluate the
impact of cultivating each of these crops on the balance
of payments. It should be noted that the prevailing unit
price of sugar beet is relatively higher than the unit
price of sugar cane because the sugar content of the
former is generallv lower than that of the latter. This
should be taken into consideration when the proposed
economic studies on sugar production are undertaken.

Industries for the extraction of sugar from sugar
heet have been established in countries where the cul-
tivation of sugar cane is uneconomical. Sweden, for
example, is 'imiting the expansion in sugar-beet cultiv-
ation to produce only the amounts necessary to extract
50 per cent of its requircments of refined sugar, due
to the high cost of cultivating and processing sugar
beet. To meet local demand for sugar, Sweden supple-
ments its domestic production by imports. The applica-
tion of siich a policy would undoubtedly be feasible in
Arab countries aspiring to economic co-operation and
integration, in view of the availability of high quality
sugar cane cultivated in some of those countries, such
as the United Arab Republic, Sudan and southern
Iraq. It is evident that the establishment of an export-
oriented sugar industry will require subsidies in all the
producing countries, and especially in those cultivating
sugar beet. Such subsidies may be financed by means
of production and consumption taxes.

Total sugar requirements of the Arab countries are
estimated at about 2 million tons per year, of which
about 75 per cent is at present imported. This well
justifies a policy aimed at self-s iency in sugar
rrodnction. However, the countries cultivating sugar
beet should sce to it that one-half of their local demand
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for sngar is satished from locally produced sugar, and
the remaining half by imports of refined sugar from
other Arab countries cultivating wnd processing high
quality sugar cane.

It is estimated that total sugar consumption in the
Arab countries will increase to 3,172.000 tons in 1970
and to 6.849.000 tons by the end of 1980. The need
to commence planning an increase in sugar production
withont delay to meet the rixing denmund is self-evident.

The estimated value of sugar consnmption in 1970
and 1080 is estimated at LI 140 and 345 million res-
pectively. Failure of the Arab countries to expand
their productive capacity to the extent commensurate
with this rise in demand would mean that substantial
funds would have to be spent on the import of sugar
fromn non-Arab countries.

Tir PAFER INDUSTRY 1IN THE \RAB COUNTRIFS

Shortage of forest land is a common feature of the
Arab countries. The miain sources of paper pulp which
may be used to satisfy consumiption for a unmber
of vears to come are described below.

Wood

Most of the wood is hardwood, found in the Arab
countries of North Africa, especially the Sndan. It is
also possible to plant fast growing camphor and poplar
trees. These resources are sufficient to meet the
domestic requirements of the Arab countries and are
expected to cover part of the deficit in the consumption
of paper pulp in Western Kurope, estimated at between
2 and 3 million tons by 1975,

Field crops

The principal field crops with similar features as
regartds harvesting. wrapping and distribntion are des-
cribed below.

Sugar cane

This is used mainly for the extraction of sugar, b
it conld be exploited by the paper industries with a
view to achieving economies 0? scale and reducing the
cost of raw materials in both industries, It is essential
that the capacity of the sugar production unit should
not fall below 1 million tons of sugar amually, and
that the distance between the two plants shonld uot
exceed S0 kilometres, so that the price of the raw
material might remain economical.

In the United Arab Republic, sugar cane is cul-
tivated in large quantities for use in the extraction of
sngar and constitutes a basic material for manufacturing
raper. By the end of the present five-year plan, total
cugar-cane production in the United Arab Republic is
estimated to reach 1.25 million tons, from which about
400,000 tons of paper pulp may be produced.

From the technical point of view. sugar cane is one
of the most suitable field crops for manufacturing paper
pulp owing to its very low content of silicon (2 per
cent), compared with other crops in which such con-
tent varies between 7 and 10 per cent. This reduces
the cost of processing sugar cane, irrespective of the
method used.

Bamboo

This grows naturally in some countries of the region,
particularly the Sudin. It is also possible to cuitivate
unproved varieties. Bamboo differs from other fiel

crops in that it has long fibres, which can be used as a
partial <ubstitute for imports of soft wood. Its silicon
content is relatively high, varying between 5 and 6 per
cent, so that it lends itself more readily to certain
processing methods than to others.

Reeds

These are w tvpe of hardwood to be found in some
conntries of the aren, partienlarly Trag, where T million
tons per vear may be obtained from an area of 200,000
acres. Recds constitute a basic raw material in Iraq for
the mannfacture of paper, since about 400,000 tons of
paper pulp may be obtained from 1 million tons of reeds.
Grein usks

large quantitics of wheat, barley and rice are grown
in the area. Most of the husk of the first two cereals
is used as animal feed. The United Arab Republic has
a plentiful supply of rice husks which, if fully exploited,
could be used to produce some 400,000 tons of paper
pulp annually. This, however, is not economically
practicable owing to the high cost of cleaing and
transporting the husks; the gathering of husks nust
De limited to within a radius of about 200 km from
the factory. In addition, the silicon ratio is high, rang-
ing from 8 to 10 per cent, which means that processing
must be limited to certain methods,
fisparto

This grows in all the Arab countries of North Africa
and is considered one of the best raw materials for the
production of paper, despite its short tibres. However,
the gathering of esparto is costly (.12 10 per ton) and
requires a large supply of manpower. For these
reasons, esparto cannot be relicd upon to meet the
ucreasing consumption of paper in the area unless a
mechanical method of harvesting is devised.

The paper industry requires, in addition to raw
materials, an adequate snpply of water. Owing to the
meagre water resources in some countries of the area,
research is being conducted into the possibility of utiliz-
ing industrial “left-over” water, as well as salt water in
certain phases of industry. The drainage of industrial
“left-over” water poses another important problem.
Such water requires chemical treatment before being
drained into the rivers, Where the ratio of silicon in
the raw material is low, the chemical treatment is
relatively easy: hut where the ratio is high, treatment
becomes uneconomical. T the latter case, the paper
plants would Tave to be established on the sea coast
. discharge the wiste water without vesorting to
chemical treatment.

The paper industry also requires certain Dbasic
minerals snclr as salt, limestone and sulphur. The first
two are available in the Arab countries, hut there is a
deficiency of sulphur. Fnel presents no problem for
most conntries o1 the area,

In addition, the availability of experienced staff is of
vital importance to the paper industry. “The opening of
vocational and training centres where such industries
exist may provide the solution to the shortage of
technicians.

The economics of the paper industry depend; largely
o the availability and ease of gathering raw materials.
I order to meet the demands of local consumption and
exports, consideration mnst be given to the size of
the production unit to he established and the optinum
balance hetween the production of pulp and paper.
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Hf conditions warrant only the establishinent of small
production units to satisfy local consumption require-
meunts, such units should be designed to manufacture a
variety of paper products. Irrespective of any such
considerations, however. each paper project should be
studied separately with a view to improving its produc-
tivity.

The proposed integration of the paper industry i
the Arab countries will serve to eliminate many of the
risks involved in the establishment of small plants.
Large-scale production by specialized plants is desir-
able when a suitable source of raw materials is avail-
able, provided an adequate market is available for the
product in the countries of the area. The establishment
of an integrated paper plant producing paper pulp and
two or three kinds of paper, but with a predominance
of pulp production to cover the need of other paper
factories producing paper only, will be of great eco-
nomic benefit to the area.

In 1963 paper consumption in the Arab countries
amonnted to 438,400 tons, while production amounted
to 176,600 tons. The bulk of the raw material required
for this production wus imported. The net imports of
paper thus totalled 273,300 tons. On the basis of an
average price of the various kinds of paper of LLE 100
per ton, this represents paper imports during 1963
valued at 1.E 26,180,000.

The two principal producers of paper in the Arab
countries are Morocco and Algeria. Morocco produces
approximately 18,500 tons per annum of paper pulp
from local wood as a source of raw material. About
14,000 tons of this production represents exports.
Algeria produces about 23,000 tons of paper pulp per
annum. The paper industry in the other Arab countries
is based essentially on the import of pulp, and local
scrap which is used in the manufacture of cardboard
and cheap wmpping paper.

Taking into consideration the rate of population
growth, the level of per capita income and the expected
expansion in education and industrialization, the annual
increase in paper consumption in the Arab countries is
expected to be about 7.3 per cent. Thus by 1970 the
total paper consumption in those countries will reach
715,000 tons, valned on the basis of current prices at
LIZ 715 million. By 1980, total consumption will
amount to 1,440,000 tons, valued at LE 144 million.
Failure to expand the paper industry to meet the in-
creasing demand will result in the Arab countries
having to divert substantial financial resources to the
import of paper and paper products.

It is therefore most necessary to plan for the expan-
sion of paper production in the Arab countries on the
basis of local raw materials to meet domestic consump-
tion in the area up to 1980,

8. Co-operation with foreign industrial firms in the establishment of industrial projects in Kuwait 1"

As a result of shortage of capital and lack of admin-
istrative and technical experience, developing countries
are facing immense economic problems in the im-
plemeutation of their development programmes. In
recent years, those problems have increased owing to
the deterioration in international trade, the decline in
foreign exchange earnings from raw materials
produced, and the high rates of population growtl,
which have delayed the achievement of better living
standards.

Although Kuwait has ample resources of foreign ex-
change, it suffers niore than other countries of the area
from limited local markets and the ahsence of skilled
manpower. [t has eudeavoured to deal with these
deficiencies through co-operation with large industrial
firms to ohtain assistance in the development of the
economy.

In the process of developing its economy, Kuwait has
laid great emphasis on industrialization. A study of
the industrial potentialities of the country reveal an
obvious need for skilled labour, raw materials (ex-
cluding petroleum and natural gas), markets for
manufactured products, and technical experience. An
endeavour has been made to secure these essential
requiremeuts by co-operation with experienced indus-
trial firms.

For this reason, legislotion has been introduced en-
conraging participation of foreign capital in the estab-
lishment of industrial projects, provided foreign owner-
ship is limited to 49 per ceut of the total investment.
Repatriation of foreign capital and profits is permitted
witliout restrictions. Inconte tax is imposed only on
totally forcign-owned cuterprises, and is on a graduated

10 Paper presented by the Ministry of Triade and Industry
of Kuwait.

scale ranging from 5 per cent on a net annual income
of K1) 5.250 to 50 per cent on a net annual income of
KD 375.000. Income tax is not imposed on the income
of forcign partners who participate with local enter-
prises in industrial projects.

Existing  legislation also protects the rights of
partners in indnstrial projects through registration of
trade-marks with the Ministry of Trade for a renewable
period of ten years, patents for a period of fifteen years
renewable for five additional years, and industrial
models and patterns for a period of five years renewable
for two additional periods. Employment regulations
place no obstacles in the way of the entry of foreigners
to the country, or the renewal of their residence. In-
come earned in Knwait is not subject to income tax or
any other tax, and no restriction is placed on its trans-
fer from the country.

The promulgation of industrial law No. 6 of 1968,
which clearly defines the facilities offered by the State
to industrial projects established in Kuwait, whether
locally owned or of mixed ownership, encourages
foreign industrial firms to participate with local enter-
prises in industrial activities. Article 14 of the law
grants industrial projects exemption from taxes, in-
cluding income tax, and from the payment of customs
duty on imported machines, equipment, accessories, raw
materials and semi-mannfactured materials. The law
also provides for the possibility of raising the customs
duty on imported goods for a maximum period of ten
vears in order to protect growing industries from
foreign competition. Industrial projects established in
Kuwait, whether Kuwaiti-owned or of joint ownership
with a foreign industrial institution, may obtain from
the Government through the Credit and Savings Bank
long-tern1 loans at a low rate of interest, as well as land
at nominal prices.
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Co-operation between foreign and domestic industrial
firms in Kuwait takes the following forins : participation
in capital; participation in capital and in management,

and provision of technical experience and advice.

An example of an industrial project is described
helow.

The Kewarri-Danisit Dary I'Robucts CoMPANY

The company’s capital is KD 250,000, 51 per cent
owned by Kuwaitis and the remainder by the Danish
partners. The project is organized as a limited liability
company. The building and construction of the plant
was undertaken by a Kuwaiti company, with the Danish
partners preparing the plans and maps and providing
the plant with the necessary machines and equipment.

Under the agreement. the Danish company is to
provide technical experience and equipment. There are
at present three Danish dairy experts and chemical
engineers in Kuwait. The Danish group is to under-
take the operation and maintenance of the plant free
of charge as long as the project remains in operation.
There is at present a small laboratory in which research
and experiments are carried out in co-operation with
the Danish laboratories in Copenhagen, with a view
to improving the quality of preduction. The Danish
group also provides training courses for workers, the
expense of which is borne by the Kuwaiti-Danish
company.

Marketing in Kuwait is carried out by the Kuwaiti
and Danish partners through a special sales section
under the supervision of the general manager. Raw
materials consisting of dried and frozen milk are pur-
chased from the Danish company in Denmark at world
prices.

The free use of the Danish company’s trade-mark
was agreed upon by the company.

The company is nianaged by a five-man board of
directors, three of whom represent the Kuwaiti and two
the Danish interests. The general manager, who may
be either Kuwaiti or Danish, is appointed by the board.

Subsequently the Government entered into an
agreement with two other companies for the imple-
mentation of the first stage of a petrochemical project
for Kuwait.

Some of the important problemns facing the develop-
ment of local industries are lack of industrial and
technical experience, scarcity of raw materials, and lack
of administrative experience. This has resulted in relat-

ively high labonr costs. The need to import raw
materials has also proved costly. The resulting high
unit cost of the finished products has made competition
in the open market difficult.

Further problems have been experienced in the
technical management of projects. Although the laws
in force pluce the general management of industrial
frms in the hauds of Kuwaiti nationals, it will be some
time before sufficient experience has been obtained by
Kuwaiti natiomals in the detailed operation of the
plants, including technical supervision,  production
control, and laboratory operations. Reliance will, conse-
quently, have to be placed on the industriul firms con-
cerned to train Kuwaiti nationals to assnme  these
responsibilities in us short a time as possible.

Apart from the general problems faced by Kuwaiti
industries. certain projects in which foreign industrial
enterprises have participated have had to face other
problems. While sowe of these have resulted from non-
adherence to the terms of agreements necessitating the
appointment of teehnical experts to supervise the execu-
tion of the agreements—others have resulted from the
selection of industrial companics with long experience
and exceptional technical skills, involving the Govern-
ment aud other national enterprises in heavy expeuses.
The comparatively high cost of technical and industrial
advice has contributed to raising the cost of existing
industrial projects.

The economic conditions governing co-operation be-
tween industrial enterprises in the advanced countries
and the developing countries indicate that some of
these enterprises still hold strongly to their privileges
and are reluctant to relinquish them in order to satisfy
the increasing need of developing countries, even though
such co-operation is in the interest of those enter rises,
since most developing countries have started imple-
menting industrialization programmes. 1t is not enough
that agreement be reached on the provision of an indus-
trial model. the use of trade-marks, or the supply of
technical und administrative experience; it is important
that agreements should also include the provision of
essential information on modern methods of production
and the latest scientific discoveries and manufacturing
designs, and that industrial firms should not keep so-
called production secrets, industrial research centres
and laboratories for themselves alone, since the avail-
ability of such information and facilities to the E‘rojects
of the developing countries will expand the wsis of
co-operation, strengthen confidence, and hence serve
the mutual interests of both parties.

B. Problems of industrialisation

1. Industrial development and the first five-year plan in Kuwait'?

In Kuwait's first five-year plan for economic develop-
ment (1966-1971), some of the important objectives
are: diversification of the economy by broadening its
base, maintenance of a high rate of growth in nationai
income, increase in the scope of gainful emplogment,
and rapid development of human resources. Certain
negative features of the economy of Kuwait, such as
lack of employment opportunities in agriculture, the

12 Paper presented by the Kuwait Planning Board.

Government's redundant payroll, and overcrowding in
the commercial sector, afford further reasons for giving
importance to industry in the country.

industrialization in Kuwait is handicapped by a num-
ber of factors. These may be briefly stated as: absence
of raw materials other than crude oil and natural gas;
narrowness of the home market; inadequacy of fresh
wzter; high labour costs; paucity of technical, organ-
izational and entrepreneurial skills, and the absence of
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motivation to join the industrial labour force because
of the plentiful employment opportunities that the
Government provides.

These handicaps to industrialization are to a certain
extent counterbalanced by the advantages which accrue
to Kuwait from the vast supplies of capital, abundant
cheap natural gas as a source of power, access to a
great variety of refined petroleum products, and =«
favourable geographical situation at the head of the
Arabian Gulf. Added to these natural advantages arc
the Government's liberal policy regarding the import
of workers and technicians, together with freedom in
the remittance of earnings and profits.

Industrial development in Kuwait in recent years has
not been governed by a carefully worked-out long-range
strategy, but by a sevies of ad hoc decisions that
appeared to be most profitable and expedient at the
time. The Government, while showing every willingness
to quicken the pace of industrial growth, has been
hampered in giving effect to this desire by the absence
of a coherent design of optimum industrial development
within the framework of a comprehensive development
plan.

At _present, manufacturing industries do not play a
significant role in the economy of Kuwait. The value
added by industry in the gross domestic product for the
vear 1965-1966 has been estimated at KD 25 million
out of a total KD 835 million, representing a ratio
of 3 per cent only. The role of industry in the field of
employment has been more significant than its contribu-
tion to the domestic product. According to the indus-
trial census taken in 1964—which was the first of its
kind in Kuwait—the total number of persons employed
in industrial establishments (excluding oil production)
was 21,607, This was 14 per cent of the then estimated
labour force in the country. About one-third of the
industrial workers were engaged in the production of
“goods™, while the remaining two-thirds were in strictly
service activities, primarily the repair of motor vehicles.

The industries which exist at present in Kuwait
either cater for the local market in construction
materials, repair and maintenance work, or are based
on petroleum and gas. There are a few industries which
provide simple consumer requirements such as soft
drinks, flour, bread-baking and tailoring. In addition,
there are some miscellaneous industries such as printing
and publishing and the government-owned chlorine
plant at Shuwaikh. Of the old traditional industries.
the only e still existing is boat-building.

The industrial policy followed by the Government so
far has sought to give maximum encouragement to
private enterprise : the Government has also recognized
that, at the current stage of the country’s development,
circumstances dictate active support to industry, going
in many cases as far as actual participation. Regulatory
activities in the industrial field have been designed to
ensure its progress on sound economic lines. As a
result of government participation in industry, Kuwait
has a sizable semi-public or joint sector which consists
of companies financed hy government loans and grants,
as well as by private contributions. The companies in
the joint sector enjoy a much greater degree of admin-
istrative and managerial autonomy than public agencies.

Government has so far participated in the capital of
the following industrial companies :

Extent of
government
particspation
(percentayr)
Kuwait National Petroleum Company . 60
National Industrics Company 51
Petrochemical Industries Company 80
Kuawait Flour Mills Company . 50
Kuwait Ashestos Industries Company 385

Kuwait Chemical Fertilizer (government share
belongs to Kuwait Petrochemical Industries) 48
Kuwait Prefabricated Housing Company (govern-
ment share helongs to Kuwait Nationa! Indus-
tries and Kuwait Investment Company) 48

In 1961, the Knwait Investment Company was
established with a paid-up capital of KD 7.5 million,
of which the Government share was 50 per cent, for
the purpose of participating in national companies with
4 view to encouraging industrialization.

To stimulate development in the manufacturing
sector, the Government is bnilding the infrastructure
for an industrial area at Shuaiba. Under the direction
of an independent government authority known as the
Shuaiba TIndustrial Development Board, the ground-
work is being laid for a big industrial complex.

In addition to creating the infrastructure of an
industrial area at Shuaiba, the Government is helping
the process of industrialization by providing easy and
cheap financing facilities for industries. A credit bank
with a wide scope of operations covering industrial,
agricultural and real-estate loans was set up in October
1960 with a capital of KD 7.5 million entirely sub-
scribed by the Government. Besides lending, this bank
wus permitted to establish companies and participate in
their capital. Tt was absorbed in an expanded Credit
and Savings Bank in 1965. This bank has a capital of
KD 20 million, entirely subscribed by the Government.
It will be managed by an independent authority under
the supervision of the Ministry of Finance. The new
hank exercises most of the functions of its predecessor
but has greater authority in the granting of loans for
social purposes to the citizens of Kuwait.

In March 1965, a new industrial law was adopted to
ensure continued and increasing Kuwaiti control of
industry and the establishment of new industries on
sound economic lines, and to facilitate the proper co-
ordination of industrial activity in the country. Under
that law, the establishment and operation of manufac-
turing units will become exclusively a Kuwaiti sphere,
since licences will be granted only to companies which
are 51 per cent Kuwaiti-owned, have an effective
Kuwaiti manager and a majority of Kuwaiti nationals
on the board of directors. However, this law does not
exclude foreign participation in industry in terms of
either capital or technical assistance. The law also
cmpowers the Government to provide assistance to
industry in the form of exemption from import duties
of capital goods and raw materials needed for industry,
tarift protection, subsidized power and water rates,
and preference in government -urchases for locally
manufactured products.

The precise size and composition of the industrial
development programme in the five-year plan cannot
he established at present. Important investigations into
the industrial potential of the country are currently in
progress. Consultants have been appointed to survey
the prospects and determine the economic feasibility ot
A number of industries which prima facie show
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promise ; the full possibilities of gas-based industrial-
ization in Kuwait is also under examination. The
extent to which industrialization will be influenced by
considerations of regional economic cooperation in the
Arab world is still in the realm of speculation.

For these reasons, the plan’s programine of indus-
trialization furnishes only a broad picture of the
prospects as envisaged at present. It is a flexible frame-
work for industrial growth and is not to be taken as
a rigid and immutable blueprint. The financial invest-
ment figures of the plan should be construed as
representing a broad indication of the order of
magnitude of outlays in the industrial sector, which may
change in the light of information revealed by further
studies, or by new developments which cannot be
foreseen at present.

The principal criterion for determining the actual
composition of the industrial programme will be the
net return over costs per unit of invested funds. At
the present stage of development in Kuwait, advanced
programniing techniques such as input-output analysis
and linear programming are not suitable. The fact that
the economy of Kuwait is centred on one commodity
(oil), that 1t depends on imports for the bulk of its
consunter requirentents as well as capital goods, and
that it has very limited inter-industry relationships,
sharply limits the usefulness of input-output analysis
and other advanced inathematical techniques. The
paucity and unreliability of the available data is an
added” reason why meaningful results cannot be
obtained from such techniques at the present time.

The plan provides for an investment of KD 100
million 1n industry, of which KD 12 inillion is in the
public sector, K1) 62 million in the semi-public sector
and the balance of KD 26 million in the private sector.
‘This is 14.3 per cent of the contemplated total plan
investment of KD 700 million. A tentative analysis of
this expenditure by year is given in the following
table:

Expenditure on industrial development during
the plan peried

(KD million)

Public Semi-public Private

sector seclor scctor Total
1966-1967 .. J.o0 25.00 5.00 33.00
1967-1968 .. 3.00 11.50 4.5 19.00
1968-1969 . 2.00 7.00 $.00 14.00
1969-1970 . 200 8.50 5.5 16.00
1970-1971 . 200 10.00 6.00 18.00

12.00 62.00 26.00 100.00

Of the proposed total investment of KD 100 million
in the industrial sector, KD 60 million is assigned to
industries based on petroleum and gas. The serm-public
or joint sector will play a dominant part in this group
of industries, accounting for KD 54 million; the
balance is earmarked for the private sector.

For industries outside the petroleum complex, the
plan makes a total provision of KD 40 million: KD 12
million in the public sector, KD 8 million in the semi-
public sector and KD 20 million in the private sector.

During the early part of the plan period—some time
in 1967—the Shuaiba refinery of the Kuwait National
Petroleum Company will go into operation. The total

cost of this refinery is ~ome KD 35.5 million. of which
KD 7.5 million will have been incurred prior to the
inanguration of the plan. The balance of K1) 28 million
is likely to be spent in the first two vears of the plan:
KD 23 million i 19641967 and KD 5 million in
1907-1968.

The retwery  during its  construction  phase  is
providing job opportunities for 3000 persons; in its
operation stage it will give employment to 200 persons
only. This retfinery has a capacity of 95,000 harrels per
day.

The economic justification for the Kuwait National
Petroleum Company’'s export refinery in Shuaiba is
that, in addition to being capable of charging a relat-
ively small amount of crude, it will also convert the
ordinary distillates and residual fuels into products
which are readily saleable throughout the world be-
conse of their high quality or becanse they are in short
supply. The company has already found nmarkets for
the petroleum  products of this refinery in West
Gernmany, Pakistan and [adia, in addition to the focal
market of Kuwait.

For the financing of the refinery, the Kuwait
National Petroleum Company was granted a loan of
KD 25 million in July 1965. There is also a proposal to
raise more funds by doubling the company’s present
authorized capital of KD 7.5 wmillion through the issue
of 1 million shares, open both to public and private
subseription.

The Arabinn Oil Company is expected to complete
a refinery at Ras-al-Khafji with an estimated capacity
of 1.5 million metrie tons per anmun. The cost
estimates of this refinery are not yet available. They
may be in the region of KD 10 to 12 million.

No extension in the capacities of the two existing
refineries is contemplated at present by the eompanies
concerned. 1f the capacities of the retineries are sub-
sequently expanded, an upward revision  will be
required of the present plan provisions for petro-
chemical industries in the private sector.

Petrochemicals have an important place in the indus-
trial development of Kuwait. When examining the
feasibility of a petrochemical industry in Kuwait, it
has to be borne in mind that, while Kuwait has an
abundance of capital and the great advantage of cheap
energy (particularly natural gas), it suffers from the
handicap of having virtually 1o home market for those
products. The industry has also to reckon with foreign
competition from large and well established chemical
firms,

For a country in Kuwait's position, the central
problem is to find petrochemical industries where the
cost of fuel, in which the country has a decided
advantage, forms a sufhiciently high proportion of total
costs to counteract disadvantages in other costs. This
is the case with “first stage’ petrochemicals such as
ammonia and cthylene. lconoies of scale are also
most significant at that early stage. However, even
such “first stage” petrochemicals have to be marketed.
Kuwait's best policy in that regard would be to set up
subsidiary plants in prospective markets to process the
“first stage products into marketable form.

Under active examination at the present time is &
project for setting up a new ammionia plant scheduled
to be in operation by 1969 with a daily capacity of be-
tween 1,100 and 2,000 tons of liquid ammonia. This
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plant will produce urea and 500 tons of methanol. Like
the first petrochemical complex, this plant will be set
up i the Shuaiba industrial estate. 1t is expected that
2 number of subsidiary plants for the further processing
of these “first stage™ product. will be set up in foreign
countries with the participation of Kuwaiti capital.
Detailed cost estimates of this project have vet to be
worked out.

I{ the present investigations of the feasibility of a
whole range of “first stage” petrochemical industries
demonstrate the economic viability of such industries,
there is every likelihood that the present provision for
such industries in the plan will have to be revised up-
ward quite considerably,

ldeally, in order to draw up the best possible
progranmmne for investment in non-petroleum industries,
a complete technical and economic analysis would be
needed of a great muny alternative possibilities,
~howing the virious costs and returns front each. Such
information s only partially available in the country
today for indnstries outside the petroleum complex.
Consequently, any recommendations made at the
present time must be based in large part on qualitative
judgement rather than on adequate technical data. A
great deal of further study and investigation will be
needed as the programme is put into effect, and changes
will no doubt be nccessary. 1ooking ahead, the projects
described below are the most likely areas of new invest-
ment.

Chlorine plant. The existing chlorine plant operated
by the Mimstry of IZlectricity and Water has a limited
production capacity. 1'o meet the domestic demand for
chlorine during the plant period, it is proposed to set
up a plant with a capacity of 30 tons/day of chlorine.
In addition, this plant will have a daily capacity of )
tons of sodium chloride and 35 tons of caustic soda. It
will also produce hydrochloric acid in  quantities
sufficicnt to meet the espected domestic demand. The
present estimated cost of investment in this plant is
KD LS million.

Asbestos coment pipes. At present, the Kuwait
Ashestos Industries Company produces pipes and joints
between 100 and 600 nun in diameter. During the plan
period, the Ashestos  Industries Company  will, in
addition to the present range of sizes, produce new
sizes with nonunal diameters of 50, 60, 75 and 80 mm.
These snuller pipes will be produced in lengths of up
to 4 metres. It is also likely that, in the later years of
the plan, the company will produce corrugated asbestos
sheets. The total new investment by the Asbestos In-
dustrics Company during the plan period is expected to
be some K1) 1 million,

Flour mills. The Kuwait Flour Mills Company is
expected to invest KD 1.5 million during the plan
period. It proposes to set up a modern bakery as well
as a spaghetti and biscuits plant for the home market.

Cement. There is likelihood of a cement factory
heing set up by the National Industries Company dur-
ing the plan period. As Kuwait is a large user of
cement (the value of imports of cement of all kinds
during 1963 and 1964 was KD 3,439838 and KD
3,368,269 respectively), a good case for the establish-
ment of a cenient works exists.

Air-conditioning equipment. Kuwait has at present
a sizable domestic market for air-conditioners, which is
expected to register a further growth in the coming
years. In addition to the sinbl‘ef and growing home
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niarket, there is also the possibility of significant
exports of air-conditioners froin Kuwait to neighbour-
ing  countries. These considerations make a strong
frima facie case for the setting up of an air-conditioning
a~embly plant in Knwait. The feasibility of this
propesal is being stihied by o leading firm of interna-
tional industrial consultants. 1f the findings of the
feasibility study support the case for setting up an
assembly plant for air-conditioning equipment, there is
every likelihood of this leing established during the
plan period.

Tyres. Imports of tyres in Kuwait were valued at
KD 1,452,898 in 1963 and KD 1,330,254 in 1964. The
market may not be large enough to warrant the estab-
lishment of a factory locally to compete with imported
tyres. It is, however, big enough to sustain a factory
for rebuilt tyres. The feasibility of setting up a tyre
tictory is bemng examined by consultants.

Glass products. A sizable market exists for glass
products in Kuwait. The imports of such products in
1963 and 1964 were valued at KID 389,908 and KD
592.202 respectively. The size of this market is
sufficient to justify local manufacture. A feasibility
study is now being made by consultants.

Pharmaceuticals. One of the distingnishing features
of Kuwait as a welfare State is its free health services.
This has stimulated large imports of pharmaceuticals
into the country, valued at KD 1,121,927 in 1963 and
KD 1,180,323 in 1964, The size of this demand is
sufficient to jnstify the establishment of local manufac-
ture in at least some of the standard items in wide
demand. If current investigations into the viability of
this indvstry demonstrate its economic feasibality,
investment expenditure will be incurred on this industry
during the plan period.

Blankets. There is a possibility of an industry being
set up in Kuwait during the plan period to produce a
range of blankets suitable for the domesti~ and export
markets. The total investment required for a blanket
factory with a capacity of 1,000 tons annually would
be approximately KD 250,000.

Sonp. There is also the likelihowd of a soa)) factory
heing established during the plan period. A easibility
stindy is currently being made.

Cotton and rayom products. Studies are currently
bemg made to determine the economic feasibility of
setting up a textile plant in Kuwait during the
period. The total imports of cotton and rayon pﬂnm'sI
were vialued at KD 4,787 885 in | and KD
5,990,470 in 1964. This level of cons jon is suf-
ficient to warrant consideration of a textile mill which
would weave and finish high quality cotton and rayon
goods.

Steel re-rolling mill. Careful consideration is also
being given to a steel re-rolling mill to produce
reinforced iron from scrap rolled sections. It will use
imported steel ingots or billets. These will be rofled
into bars and light sections, thus supplying the home
market need for such products. According to the report
of the industrial and process engineering ¢ X
a rolling mill with an annual capacity 5 30,000 tons

a year, would be appropriate for Kuwait. The over-all
cost would be in the neighbourhood of KD 3 million.

In l:dhgemogu to the industries mentioned above, other
possibilities during the plan period are paint manuiac-
tire, slaughterhouse by-products, batteries, an assembly
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plant for radio and electrical appliances and nniscel-
laneous food industries.

By the end of 1966, it is expectsd that all the
infrastructural work in the Shuaiba industrial estate
will be completed. Flectric generation capacity will be
mcreased to 280 mw by the installation of a new 70
1w unit. The capacity of the water distillation plant
will have been expunded to 10 million gallons per day
by the end of the plan period. Also, it is expected that
it this period the residential centre for which a site
between eastern Ahmadi and Fahahil has been chosen
will be completed. The population of the centre is
estimated at 10,000 residents. Work on the oil pier for
loading tankers will be another project which will be
initiated and completed in the plan period.

There i3 no doubt that, during the plan period, the
Shuaiba industrial estate will play a decisive role in
locating., expanding and strengthening small. medinm
and large industries within the framework of a1 broad
programme of industrialization. The expected invest-
ment expenditure on developments in Shuaiba is KD
8 million.

Fixed capital formation in the industrial field during
the plan period will come from government loans, loans
by the Credit and Savings Bank and other cormnercial
banks, as well as from private and business savings.
The Credit and Savings Bank is expected to play a
decisive role in the financing of industrial investment.
Direct government loans to industry will, as a conse-
quence, assume diminishing importance. It is expected
that the Credit and Savings Bank will have a special
section for industrial financing whose main purpose
would be to provide the long-term and medium-term
financing necessary for industrialization; to arrange
where necessary for managerial and technical assistance
and to keep in close contact with the financial affairs of
firms to which it makes commitments, and to endeavour
to develop a market for the securities in its portiolio
when they have attained financial maturity

It is also proposed to establish a stock exchange in
Kuwait during the plan period, once the volume of
trade in shares warrants such a development. Un-
fortunately at the present time the muarket in securities
is very limited. The reasons for the delay in the growth
of a “security market in Kuwait are varied. Direct
government participation and bank finance have so far
been used as a substitute for resorting to the security
.narket, and the small size of the security market
presents difficulties of a purely technical kind with
respcct to the offering of new issues for public
participation.

During the pth)znod it is also proposed to set wp
a Kuwait bureau of standards.

Under the new industrial law, powers have been
given o the Government to promote industrialisation
by exempting from dwty imports of machinery, spare
parts, and raw materials needed for the establishment
of industries, as well as by imposing protective tariffs.

-
Jeas proposed to use this power judiioushy i the plan
period for the stimulation of industiwes

It has 10 be recogmzed that the moentine of free
mports of maclunery, <pare parts and raw materials
for the establishment and operation of mdn-ties canmot
provide o sirmticint mecare of assistawe o seent
ndnstries. The present Jevel ot cnstoine duties s ondy
}per cent ad vwlerent and exempion tront at can have
only a smadl mfluence e relation o other tctos 1l t
immpede mdustrialization in Kowan

There 1s no doubt that, a~ o other newly audus
trialized countries, the Government will hive ta protect
new amd nascent indnstries against outsude conpettion
through tariffs. 11 mudustriabizanon i knwait s to
make signiticant strides, a tavourable response to ¢lams
for 1 measure of orotection for mndistiies o be estab
lislhied will be nc essary

As regards the daration of taritt protection, it shonld
not normally  extend bevond ten vears: This perd
should in most cases he sufficient to provide  the
necessary protective vinbrelli to new  mlustries and
eniible them to reach a stage where they shionld become
self-supporting and cease to need piotection.

I'rogran nes for improving the techmeal skills of
the labour force and for the training of linsiness
managers have a vital role in the achwvenient of the
goals and targets of the plan’s idustrial progrmme.
These training programmes are also of  cruial
significance  in the country's  <trategy  of long-term
growth

It is expecred that the present techimcal school wil
heconie a univeisity faculty of engimeermg durmg the
plan period. For the traming of adustrial staff of the
foreman grade, a new techmceal institute will be opened.
For the lower level staff required by industries, a trade
schiool vill be established. It is also planned to orgamae
practical training programies by arranging placements
with industries aml mstitntions m industrially artvanced
conmtries. In addition to traming tor industry, part-
time courses will be arranged for the npgrading of
forenmen already engigzed in industry.

As a resnlt of the plan’s industrial programne, it is
expected that the value added by dustry to the gross
national product will increase from K1) 25 milhion m
1905-1966 to KD 4% million i 1970-1971. Tins repre-
sents an increase of 33 per cent. The percentage share
of industry in the gross mtional product will mcrease
from 3 per cent in the base year 1905-196 10 3.9 per
cent in the final year of the plan, 1970-1971. The direct
increase in employment in industries outside service
activities is expected to be 1,500 during the operating
«tage. The employment increase will doubtless be mach
greater durimg the construction stage of those industries
when as many as 4,300 additional persons may be
employed. In the vervice industrics, the increase n
employment is expected to be of the order of 3.000.
These employment estmates are very rough approxi-
mations and may undergo considerable revision.

2. Indusirial plenning in lreq in the Nght of the overall ceoncmic plam

THE PRIVATE AND MIXED SECTORS

One of the most important steps taken by the State
to encourage industrialisation in Iraq was the estab-
lishment, in 1936 (law No. 33 of 1935) of the Indus-

15 Pager presented by the Ministry of Indwetry of lreq.

trial Bank as a purely government owned institwtion.
Subsequent legislation (law No. 12 of [945) described
the object of the bunk as being the development ol
industry m Iraq, this object to he achieved by the
following mesns ecstablishment of imdustrial prejects
by the Bank; participation in the capital of existing
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mdustrial comparies and those to be established in the
future, and proviaen of credit required for development
projects.

The Ranh took steps 1o estiblish new indnstries amd
~trengthen existing ones through the extension of loans
and direct participation mtherr capatal. Imdally, mo-t
projects dealt with the processing of agricultnral raw
matertals. These projects were comparatively large and
were to o great extent mstrneental in the development
of imdustrial actuvity in Irag. However, the Dbank’s
efforts were hmited Ly economic conditions and the
traditional social structure that previled in Traq at the
time

Apart from the Indnstrial Bank’s role i financing
the private and mixed industrial sectors, it Lhecomes
clear that the growth of mdustry in the private sector
has not taken plice within the framework of o pre-
conceived plan. Rather, it 1s the private mvestors’ choice
that has determmed which mdustrial projects should
e established. This process, however, has been sub-
jected to a measnre of guidince through the develop-
ment of laws for the encotragement and promotion of
ndustry.

Under the provisins of the development law, the
estabhishment of an industrial project requires that the
capttal mvested in machinery, tools, and equipment
shall be not fess than 1) 3000, The appheation for
establishing the project is to be submitted to the general
adimimistration for the development of domestic indus-
tries of the Ministry of Indnstry, which studies the case
with the help of other agencies such as the industrial
planning department and the Industrial Bank. The most
important  factor  taken into  consideration in  these
stidies 15 demamd, that i3, the possibility of marketing
the products of the proposed project in the light of the
production capacity of existing projects and those in
process of establishinent. A sumnary of these studies
i~ then submitted to the mdustrial development com-
mittee composedt of representatives of the Ministries
of !ndustry, Planning, Finance, lFconomy, and the
Federation of Industries. The committee, in turn, sub-
mits #s recommendations to the Mmniser of Industry,
with whom rests the final deciston on whether to grant
or withhold the license.

The large hnancial requirements of some projects in
the private sector could be met only if the Industrial
Bmfmnhed to their capital. The bank did this
on the basis of generally accepted principles, such as
the prevemtion of the rise of private industrial
momopoly. encouragement of imdustrial projects, and
safeguards for the interests of the consumer by in-
sistence on a certain standard of quatity and prices. In
some cases, the bunk iself decided on the establisliment
of industrial projects.

THE PUBLIC SECTOR

The public sector has passed through several stages
of progranwming and planming. The organization of
this sector began with the inflow of ol revenues.

The new ol agreement concluded in the early nine-
teen-fifties greatly mcreased the country’s financial
resources. In fact, this increase provided an important
impetus to the growth of the industrial secior and
elimmated one of the most important problems that had
chetructed ecomomic and indwetrial development i
Iraq, mamely, searcity of capital and foreign exchange.

Induntrisl development in the Arab ecountries

I'he Covernment decided at that time to entrust the
mplementation of the major projects to the Develop-
ment Board. This agency was created (law No. 23 of
1930) to nuke effective utilization of the new revenues.
Phe board stdied Irag’s potentialities ane  natural
resources with a view to formulating a progranune for
thenr ceonomie explatition aid development 1 order
to mcrense mautional income and raise the standard of
living of the people. The progranune included projects
m the mdustrial, electrical and mining sectors,

The first decision to be adopted by the Development
Board regardmg mdustrialization was to draw on the
services of foreign mvestment companies to prepare the
necessary studies. These companies prepared specifica-
tions and designs for a number of industries and later
supervised their implementation. The board also estab-
lisiied o techmeal committee of industrial experts (the
third techmcal connniteee s to assist i selecting advisers
for each approved project; co-ordinate the work of
advisers in the event of engaging more than one ; serve
as haison between the advisers and the board, and make
contacts with the govermnment departments concerned
with the project.

Among other measures taken by the Development
Board was the preparation of preliminary studies for
each proposed project, on the basis of which the Board
wonld decde whether a more  detailed study was
necessary or whether the project should he rejected. In
1932, & mission from the International Bank for Re-
construction and Development (1BRD) prepared an
mitial  survey  of lraq's  industrial resources and
recommerided the establishment of a1 nmnber of indus-
tries. Following the publication of the IBRD report ',
a number of establishinents engaged in the production of
certain commodities and eqnipment submitted prelimin-
ary reports on the projects with which they were
comerned. The board was guided by those studies in
laying down its first industrial programme. However,
dnring 1953 and 1954, the board received a number
of new proposals for industrialization and felt the need
for a general survey, including detailed studies of
industries which might be established in Iraq and
preparation of data regarding the priorities to be
accorded to those industries.

The board engaged the Arthur Advisory Company
for that purpose and, on the basis of its report, red
s industrial progranine for the years | 56]%‘.).

The implementation of an industrial project by the
board had to pass through a number of stages. First, the
board required the preparation of a preliminary study,
on the basis of which it was decided whether the project
should be pursued further. In cases where the study
was encouraging, the board would select an advi
hrm to make a detailed study. That study wsually
included information on markets, raw materials, labour,
transport, availability of water and electricity and an
asvessment of the estimated cost of production. In
short, the implementation of a project depended on its
satisfying a number of economic criteria influencing its
plmsperls r::i)r success. Then followed the selection of
the site and preparation of the designs and ifica-
tions. On the basis of such ‘km:.!“n:l mu,
companies from all parts of the world w be invited
to submit tenders. The specifications would he studied
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hy the technical body concerned i the Ministry ol
Development and a report submitted to the Develop:
ment Board for approval

The next step was the selection of a company for
the implententation of the project nuder the supervision
of the advisory rme The technieal committee i the
Descloprinent . Boanl concerned - with industry - wis to
help firms  undertabing  the implementation ot the
project to - overcome difficnlties such as delavs
customs - clearance and  trmsportation of equipment ;.
it oalso assists them m resolving  disputes  which
might arise bhetween the companies and local authorities,
During the nnplememtation perioed, the technical com:
mittee, i co-operation with the advisory firms
the companies undertaking the nnplenentation of the
project, sends Iragis abroad to acquire the necessary
training  for the operation of the project. Following
the implementation stage, the company responsible for
the estublishiment of the project cominnes to operate
the project tor a specific period nmder the supervision
of the advisory brm. Finally, the company hands over
the project to the ministry concerned for its operation
and management.

In 1951, the board presented its six-year programme,
1081-1956. The programme, was based on the study
prepared by the IBRD mission, stressing the necessity
of giving priority to agricultnral development. Of the
total cost of the programme, 3 per cent wias assigned
to projects reliting to wiater control, 8 per cent to
other agricnltural projects, and 20 per cent to manufac-
wring. mining and electricity  projects.  Following a
substantial rise ool revenues, the hoard presented its
second tive-vear progranmie, 1935-1989, representing
twice the outlay of the nhrst programme. lixcept in
nagnitude, that progrannne was substantially the sanie
as its predecessor. In 1936, however, owing to the
continued increase m oil revenues, the completion of
certain studies and Lord Salwer’s report, this program-
nie was replaced by another, the 1933-1960 progranme.

The new programme clearly reflected Lord Salter's
recommendations, emphasizing  short-term  projects
which would directly help in raising the standard of
living. As a result, housing allocutions were increased
fourfold, those for increased agricultural productivity
were doubled, and educational health and water snpply
allocations were substantially increased. The industrial
programme  largely reflected  the recommendations
embodlied in the report of A. 1), Little.

The Development Board laid great empliasis on the
development  of the agricultural sector. Indeed, the
funds ullocated to industrial development were, in the
opinion of the majority of Iraqi economists, very small;
even so, only a part of those allocations was actually
spent.

The Government's conservative policy with regard
to industrialization was not confined to the public sector
but extended to the private sector as well. This policy
for the most part reflected the viewpoint of the experts
who reported on lraq at the time. These experts
stressed the importance of maintaining a stable price
level and combating inflation. Hence they recommended
that the door for imports should be kept wide (?tn and
that the application of a policy of protection for local
industries  should not be vigorously pursued. Some
experts, in fact, criticized the laws which encouraged
industrial projects.

2

Followimg  the revolntion of 14 Julyv 19538, the
Govermaent's policy towards nudustridization changed
radically. The exeentive  auwthority was  reorgnmzad
mnder i Noo 74 of 1939, which established aghteen
ministries, cmong them the Mamstries of ITndustry and
Phonting. That Taw provided that the Ministry ol
Phinmng should be responsible tor e tbhsling the
det:uled ceonomic pliat and the badget of major pro-
jects, as well s for provihing the necessary maapower
for the implementation of the programme mder the
guidance of the Council of Ministers and the Feononic
Phaming Doard, and with due cegard to the svggestions
atd plins of the other ministries coneerned

The Mmistry of Plaming wis also to follow up the
implementation of  the  cconone plhur and st
progress reports 1o the ceonome planning hoied, con
sisting of the Prime Minister, as iy, and the
ministers of planning, tianee, dusory, agranan e
form, agriculture,  comiomnications,  public works,
lousing and social a¥airs as wembers, The elainman
was authorized to invite any other mmister e join
the hoard.

The functions of the hoard were to be to formulate
detailed plins for the mplementation of the econoniie
policy L down by the Council of Mumisters, and to
study and anend the economic plinn presented by the
Mimster of Plamning.

The Mimstry of Industry, under the 1939 Law, was
to undertake all activities imed ot mdustmalizmg the
comntry and to supervise ndnstrial affairs e hoth the
publie and private sectors.

The Ministry of Industry was to be comiposed of a
number of deportments, ameong them the departiment
of industrial plaming, whose functions were to imclude
the preparation of preliminary stadies o indnstrial
projects and participation in the tormlation of - the
tentative indnstrial pln, and the departnient of indns-
triagl plinning and construction, whose tinctions were
to Ly down specicitions for mduatrial - projects,
implement  them, vr - snpervise  therr mmplementation
when undertiken by consultant firms,

Since the abohition of the Development Board and
the Ministry of Development m 1959, the Mmistry ot
Indnstry  has been  responsible for  preparing  the
preliminary studies for industrial projects, preparing or
supervising the preparation of speciticiitions, VIt
advisers to plan indnstrisl projects, and receiving and
studyving the companies’ offers. The tinal decision on
the selection of advisory companies or coutractors for
the implementation of projects, however, rests with the
I"anning Board.

As regards the industrial plin. the Manstry - of
Industry prepares the tentative plan amnd presents it
with the relevant stilies to the Ministry of P’kawning.
The Litter, together with the Planning Board. prepares
the over-all econownic plan ud wworporates ot the
industrial plan.

After the adoption of the poliey of separating eco-
vontic planning front implenienttion. the most im-
portant step taken Iy the newly established ministries
was the preparation of the detailed econome plan for
the five years 1961/1962-1965/1906. That plan did not
ir fact differ substantially from the last programme of
the Development Board. Althongh it lad increased
emphasis on the industrial sector, wiich received 30
per cent of the total allocations as compared with 13
per cent in the previous plan, more or less the sume
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criticisms as were raised in connexion with the
programmes of the Development Board are applicable
to it. These programmes and plans provided for invest-
ment projects which did not form an integral part of
an over-all economic plan and the effect on the economy
as a whole was not studied.

The first serious effort to use modern planning tech-
niques is made in the current five-year plan (1965-
199). An attenipt will be made to describe the main
teatures of this plan on the basis of information and
reports available at the Ministry of Planning,

The five-year economic plan for 1965-1969 aims at
increaxing national income at a minimum average rate
of 8 per cent per annum and a growth rate of 12 ‘)er
cent per annum for the industrial sector over the plan
period. In calculating the expectations of growth in
the traqi industrial sector and the expectations of the
growth of demand for the different branches of this
sector, the economic plan relied on two methods to
determine the best rate of growth. The first was to
stucly the position of the industrial sector in the base
year and calculate the changes in demand for its
difterent branches during the plan period, using the
coefhicient of income elasticity of demand for the
different industrial products and fixing, accordingly,
the rate of growth of each branch. The second was to
study the development of the Iraqi industrial sector
and expected growtl: of its different branches on the
basis ot} the formula liid down by the United Nations
and to apply the standard equation on the assumption
that the ndustrial growth in Iraq was equal to that
of a country whose per capita income was similar to
that of Iraq. The two approaches produced similar
results, showing generally how the Iraqi industrial
sector was likely to grow during the years of the plan.

The share of the Government in the industrial plan
covers seventeen industrial projects. Those projects
were selected on the basis of their effect on such im-

tant economic parameters as the national income,

lance of payments and employment, and in certain
cases certain indirect effects of the project were also
taken into account. .

Lfect om mational income. In order to compare and
evaluate industrial projects, the ratio of capital to
value added was calculated for all major projects. The
projects in which that ratio is low have a more favour-
able effect on national income than those characterized
by a high ratio of capital to value added. That ratio is
one of the criteria used to determine the priority of the
different projects. Care muat be taken, however, when
applying this coefficient, to take into consideration the

indirect value added. For example, the coefficient of
capital for the artificial silk project amounted to }1.5—
the highest ratio among the industrial projects. That
project is linked. however, with the soft textile project.
Consequently, the two projects should be looked upon
as one in calculating the relevant ratio. The plan takes
into account the indirect effects in the artificial silk
project, the ceramics projects, as well as the paper and
glass projects,

Balance of payments cffect. Somne projects lead to a
saving of foreign exchange because they either produce
exportable commodities or serve to replace imports.
\gainst that gain in foreign exchange must be con-
sidered the loss consequent upon the establishment of
such a project as a result of the following: the fixed
capital cost includes imports such as  equipment,
machinery, and the imported materials used in building
and construction works, and the annual operating costs
of production also include the cost of imported raw
materials and payments in foreign currencies to meet
the cost of foreign experts and training scholarships.

The foreign cost component of fixed capital should
be considered in relation to its life span. This means
that, in order to estimate the annual cost involved, it
1s not enough to divide total cost by the expected life
of the fixed asset. Account must be taken of the fact
that a machine represents a frozen asset, or funds,
which could, otherwise, yield interest (assumed at 4
per cent by the plan). On that basis, the plan calculates
the net foreign currency saved in each industrial pro-

ject, or the direct effect of the project on the balance of
payments.

Effect om employment. For purposes of comparison,
the plan calculates the ratio of 1equired capital to the
number of workers thut a project is expected to em-
ploy. That ratio shows how many dinars are required
to provide employment for one worker. Unlike the two
previous ratios, however, it cannot be taken as a
criterion for according priority to a particular project,
sice labour is one of the factors of production in the
use of which econoniy must be exercised. The fact that
a project employs a large number of workers is not
sufficient to give it priority, except where large reserves
of unemployed and unskilled manpower exist. In that
case, the provision of employment oppcrtunities may in
itsclf be considered a gain. Consequently, the plan
includes the ratio of capital to unskilled labour, which
inay be taken as a criterion in accords priority. This
cousideration, however, is not applicable in the case
of projects employing large numbers of technicians and
engineers, which should receive a Jow priority.

3. Industrial manpower problems in lreg'*

One of the social objectives of the economic develop-
ment programme in [raq, including the presemt five-
year plan, is the achievement of full employment for
all those capable of working and willing to do so.
Achievement of maximum nt is an importamt
short-term objective in the development plan in view of
the economic situation prevailing in Iraq and the con-
centration of the labour force in the agricultural sector,
with its characteristics of seasonal and disguised unem-

yment, and the scarcity of capital relative to the

supply.

18 Paper presented by the Miniswry of Industry of Iraq.

While it might be assumed that a noticeable increase
in employment would result from the i
of the projects covered by the plan, this is not neces-
sarily the case if the execution of the plan is achieved
predominantly through improved production techniques
of the capital-intensive type. Although there is
justification on economic grounds for ing such
techniques, the creation of a sufficient number of em-
™ opportunities may call for the adoption of
bour-intensive production techniques.
No hard and fast rules can be applied in all circum-
stances n choosing between capital-intensive and

]
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labour-intensive methods. The type of project, its
desired social aims, available fRnancial resources and
the current needs of the country are all factors affecting
the choice of the method to he applied. The projects
implemented by the Ministry of Industry require large
capital investments. They use methods devised to suit
the requirements of industrialized countries and it is
not easy to adapt them to the requirements of develop-
ing countries, of which Iraq is one.

Nevertheless, the Ministry of Industry is at present
implementing a number of industrial projects which
require a comparatively large number of technicians,
skilled and semi-skilled workers. As workers in that
citegory are not available in sufhcient numbers in Iraq,
the Ministry has taken several steps to fill the gap. The
Ministry's activities in this field are suminarized below.

TRAINING OF INDUSTRIAL MANPOWER

The training of the manpower required for industrial
projects has received considerable attention from the
responsible authorities.

Activity in the field of manpower training dates back
to the time when vocational and industrial schools
hegan to attract attention. Programmes of manpower
traming thus preceded economic planning. Such
progranunes may be divided into two groups. The first
provides, inter alia, for the establishment of industrial
and vocational schools ; the second for various training
courses, especially those designed to meet the require-
ments of a particular industrial project.

However, it was found that the existing vocational
schools did not meet the growing needs of industry, as
tieir graduates were attracted to other vocations.

MANPOWER TRAINING DEPARTMENT

A manpower department was established under the
I hrectorate of Industrial Planning to study the man-
power requirements of Iraqi industry at different levels.
The principal aim of the department is to train the
technical staff needed for the operation of industrial
projects undertaken by the Ministry of Industry
within the framework of approved industrialization
programmes. The department conducted a general
manpower survey ; assessed the shortage in technicians
and estimated the meed for skilled labour, and defined
tl e sources of industrial manpower and the balance
hetween supply and demand.

The survey revealed that the total number of
workers needed for government projects was 18369,
distributed as follows:

Adiministration, personme! and accounts 766
Technical and menagerial staff, heads of wnits and
specialists . »
Foremen i
Skilled workers im

3
Semi-skilled workers 6,165
Unskilled workers 7224

EstiMatee Totar 18,369

Studies on the acquisition of specialized skills to
meet the foregoing requirements led to the conclusions
described below.

Staff for admnistration, personnel and accounts
could be drawn from colleges and institutes such as
the schools of commerce, economics and political
science, minagement and accountancy schools in lraq,
or recruited among graduates of similar foreign
schools. It was evident, however, that such graduates
needed further training in certain specialized areas of
industry such as production management and cost
acconnting. The Industrial Management Development
Centre established in Baghdad with the assistance of
the United Nations undertook to provide the required
additional training. The department concerned decided
also to muke use of scholarships awarded for those
purposes by sister and friendly nations.

Technical and managerial staff, heads of units and
specialists could be drawn from the higher engineering
institutes in Iraq, and recruited among electrical and
mechanical enginecrs, chemists, etc.

It was found that the existing vocational and tech-
nical schools in Irag were not able to supply a sufficient
number of foremen to operate the government factories.
That deficiency necessitated the expansion of the
capacity of those schools and the use of training
opportunities abroad.

As the skilled and semi-skilled workers needed
constituted more than 50 per cent of total manpower
requirenients, it was found necessary to establish special
vocational training centres in Iraq to offer the required
training courses. Contracts for the establishment of
such centres have been sigied and construction work is
under way.

The objectives and purposes of the centres may be
sumniarized as follows

Prepare and train skilled and semi-skilled factory
workers ;

Raise the vocational standard of semi-skilled workers
engaged at present in public and private factories,
and occupations;

Hold special training courses for skilled workers and
technicians in the public and private sectors in order
to increase their experience, npgrade their skills,
acquaint them with the latest technical developments
in their field of ialization and train as many
technicians as possible ;

Continue supplying the factories and workshops with
10 to 15 per cent of their total skilled labour force
to replace thuse that resign or are forced to leave
their jobs;

Concentrate on the practical aspects of training

4. Industrial estates in Kuwelt '*

An industrial estate may be defined as a piece of
land embracing a group of factories provided with all
the mecessary public utilities. The land is divided into

—“PththdeM«a‘
Inawstry.

small parcels, each of which is reserved for the estab-
lishment of a specific factory.

Kuwait's experience in the establishment of indus-
trial estates dates from 1952, with the flow of wealth
from the exploitation of its oil resources. The n?mnl
of the project aiming at organising the city of Kuwad
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wis the first step tahen in that direction. The organ-
ization plan of the city and its suburbs included three
sach areas: an industrial estate within the himits of
the ¢ty © an industrial estate in each suburb  (those
were aholizhed latery and an industrial estate near the
seaport known as the Shuwaihh indnstrial estate.

The anthorities then formmbiated plans for the organ-
1izotion of villages and suburbs. Fach of those projects
included anindustrial estate to serve the respective
arei.

Despite the facilities offered by the Government in
the fornr of nominal rents and long-term leases (hifty
vearsy, the demand for parcels in the Shinwaikh and
Iterior wdnstrial estates wis at first limited. However,
with the implementation of the improvement plan (the
most mportant aspects of which were the private and
pubhic: buikding operations) the manpower needed for
those works began to flow into the conntry. Timports
of bilding materials and consumers goods mereased
consuderably s i result of the steady increase in popu-
lition oceasioned by the daflux of ranngrants. Thus,
denund for parcels i the industrial estates hegan to
mount.

In addition, the increasing number of immigrants and
the mise m the standard of living wlich accompanied
the development of the comtry markedly mcrewsed the
comsumption of fresh foods, vegetables, frnits and dairy
products which had to be imported in large qnantities.
That necessitated the establishment of cold storage
honses i the mdustrial estates.

Skilled manpower i Nuwait is virtnally non-ex-
iteat, clietly on aecount of the imbalance bhetween the
munuhers qnd growth rate of the mdigenous population
and the rate of development, and because existing tech-
nicii services aed indnstries are of very recent origin,
namely, 1932,

The nubility of the Knwaitis to handle the various
techmicat operations that developed i knwait, and the
fact that industrial estates might not be leased 1o non-
Ruwmtis, restricted Knwaiti mvestient to  storage
operatioms. Other  operations  directly  handled by
Kuwadtis remained on a smiall scale. (3n a broader scale,
such activities were carried out either through actual
partnership with Kuwaitis, in which case the citizen
provided the capital wnd the immigrant undertook the
work of management, or through a nominal partnership
with a non-Knwaiti, in which case the official transac-
tions were carried out in the name of the Knwaiti while
the hnancing and management were undertaken by the
non- Kuwaiti. Under sinch arrangements, the Iuwaiti in
whose name the parcel was rented would receive one
month's income, or o percentage of the profts. ‘That
of course constituted a viodation of the leasing regula-
tioms, under which subleasing was forbidden.

On 14 May 1904, 2 decree was issved by the Anir
of Kuw:uue appointing a committce to snpervise the
Shuaiba industrial estate project. The conmnittee con
sisted of eiglt members wnder the chairmanship of the
Minister of Finance and Industry or his representative
The decree detined the functions of the commitree as
follows . to provide incentives, land and encouragement
for the desired estabhishment of heavy industry in
Kuwait. The committee was to exercise its activities
independently of the institutions of the State, but in
co-operatien with all government departments under the
laws and regulations in force. 1u line with its objectives,
the committee called upon the services of experts to
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carry ont preliminary stndies, iy down plans, estimate
expeirses and choose a snitable location. .An area located
on the Arab Gulf, 50 kilometres south of the city of
Kuwuit, near the village of Shuaiba, was selected.

The project is divided into two niain part.: pubhe
utilities and indnstrial projects.

The committee has started work on some public
ntility  projects, including  the  provision  of  raw
niterials, power, tranmsport and shipping faeilities, in-
termal roads, dramage systems, honsing aceommodations,
medical 1mits, cte. The renainmg projects are still at
the study or planning stage or ready for tenders.

Some detals regarding public ntility projects appear
below
Lileciric-poteer slation

This project conststs of three inits with a0 capacity
of 70 MW each, or a total of 210 MW, Work on the
project stted in June 1963, and the tirst nnit wies
commnsstoned on b April 1965 The other two units
are expected to go into operation shortlv. The cost of
the project is estituated at K19 million. The sonrce of
eneryy for the operation of the generator is natnral gas
from the Durgan oil field.

Water distilfation project

Work on this projece started in July 19%4 and was
completed in Angust 1968 ot a cost of K1Y 1.5 million.
The project his o capacity of 3 million gallons per day.
The sonree of energy for the operation of the project is
natnral gas from the Burgan ol feld

Iitales of cooling water

Work on this project started i September 1964 and
wis completed towards the end of 195 The project
cm draw up to 20 million gallons of sea-water per
hour, 12 mithion for the electric power and distillation
plants wind the remaming 8 million tor use by indus-
trial projects.

\ project for a pumpang station is still at the tender-
mg stage,

Other utilities are : the Shuaili seaport : an oil jetty
roads i drainage system: gas (used s energy for
power plants and as a raw material for the manufac-
tnre of chemical fertilizers and other industrial pro-
ducts ) street lighting (the project is still mcder study ;
estinated cost is K1) 70,000) ; a housing project (stu-
hes are under way for a project between eastern
Nhimadi and Fahahal, accommuxleting  some 10,000
persons, at an estintated cost of K1) § nillion) ; an M-
dustrial clinie and medical centre ; to be located within
the industrial estate (the project is still nnder study :
estimated cost is K1) 130,000,

Industries to which parcels have been allotted in the
Shiaiba Industrizd 1state are: The Kuwiiti Chemical
Fertihzer Co.. which has commenced work on a factory
for the preduction of ammonia at the rate of 400 tons
per dav . the inmonia will be converted into urea amd
ammoninm sulphite at the average rate of 160,000 tons
of area and 160,000 tons of ammonium sulphate per
vear . the arex allotted o the company is 166,100 sjuare
Mmetres, and : the Kuwait National Petroleum C y:
the area allotted to the company is 333,500 syuare
metres, bt constricction las not yet conmmenced.

Industrial estate< in Knwait have been established
as a result of the economic progress which has
accompamed the explottation of oil resources. At first,

.
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the estates were used ns means of encouraging various
activities, such as commercial activities and services.
At that time, the mdustrial estate was taken to mean
an aren of economic activity  However, the development
of the ecomomic strieture of the country and the desire
toestublish a prosperons indnstrial sector and to
diversify the sonrees of national income, changed  the

intent and meaning of the industrial estate. More
recently, parcels of land have been given only for the
purpose of establishing industrial activities. Commttees
hiave been tormed to reconsider the distribution of
parcels and the activities exercised by their owuers
with & view to restricting industrial estates 10 indns-
trial wctivities,

3. The Lebanese experience in industrial research and studies and provision of basie technologieal

services for industrial development '7

The basie characteristic of the lebinese economy is
the frec enterprise svstem, in  which the major
mitiative 15 taken hy private entreprenenrs, with
Foverninent assuming only a supporting role.

Government action has concentrated on the provision
of bavic facilities and the creation and maintenince of
an atmosphere favourable to growth and expansion.
The Governmient, i co-operation with the private
sector or alone, has also «stablished a number of mstitu-
tiotis basic to industrial aevelopment, among which the
following are related to the subject of this paper and
will, therefore, be treated at some length:

A general directorate for vocational and technical
~ducation, with a main training centre at Beirnt and
fonr others in the principal towns and citics; 1 hotel
school and  some  thirteen  apprenticeship  training
centre~ which are i the process of heing established ;
furthermore, an accelerated training centre has been
estublished by the Mimstry of Social Affairs and a
regional civil aviation safety training centre by the
Ministry of Public Works, with the help of the United
Nations ;

LIBNOR. the lebanese standards mstitute, devoted
to the fornmhition and promotion of the nse and
application of national standards of quality and eodes
of good practice

The mdustry institnte, a research, consulting and
testing organization providing services to government
and private enterprise ilike in the fields of feasibility
studies, plant design, product iniprovement and quality
control. testing and applied research,

VOCATION AL. TRAINING

Retween 40,000 and 50,000 children and youths leave
school in Lebanon each year at the certificat (primary),
brevet (intermediate) or haccaiourest (high school)
levels. Some 1,000 only are absorbed into the univer-
sities, and some of these drop out later. The halance
must be absorbed in the economy without any specific
preparation. The need for vocational training is there-
fore great.

(Oualitatively speaking. Tebanon has to meet the
following need; .

To upgrade industrial technical skills to face increasing
competition and diversification; this applies to
workers presently engaged in industry and to those

that will be joimng the industrial labour force later
on,

To train skilled workers in agriculture to increase out-
put per man : and improve the farmer’s living condi-
tions ;

To orient agricultural workers towards other skilled

17 Paper presented by Lebanon

and semi-skilled vocations (industry, services, trade

vte.) as they become redimdant in agriculture ;

To develop skilled manpower for the trade sector and
the managerial side of industry (sales, cost acconmting
ete. ),

To develop and improve skills on a wge seale for
tourism;

To apgrade the shills of “exportable” manpower.
These needs were quantitied by the directorate for

vocational  and  technical  education, and  a  hroad
programme related to the national needs was for
mulated. The effort which the lelinese Government
is nndertaking aims  at increased  capacity,  wider
geographical coverage and vertical development in the
scope of training.

Lxisting vocational traming facilities in Lebanon
include the following: five technicd training  schools
(Beirut, Dair el Kamar. Saida, Zahle, Tripoli)y and
seven new schools which are wnder construction; the
hotel school in Beirut; the civil aviation  schood at
Jeirut International  Airport; the teachers’ traimng
progranie of the directorate for vocational and tech-
nical education and the accelerated training centre con-
ducted by the Ministry of Social Affairs. The 1963
jssue of the Pamorama de i'Enscignement technigque,
published annnally by the directorate for vocational and
technical education, provides the following mformation

1943 1944

Number  Number

of studenty of sbudionts

cnrolled yradeat. d
Beirut Aris et Métiere 22 L ]
Dair el Kamar 74 13
Saida 74 14
Tripoli 131 12
Zahle m 16
Beirut hotel school 191 i
ToraL L 2] 134

In 1962, technical and professional education was
reorganized hy decree. It now covers the following
types of schools:

Apprenticeship schools which admit candidates  after
four years of primary education and traan shilled
workers over i three-vear course (these schools alvo
expect to provide further training for adnlt workers
in industry) ;

Vocational schools which admit candidates with a
primary education certificate and tramn  skilled
workers as supervisors and foremen in a four-year
course ;

A hotel school which trams stidents at two levels in
three-year and six-year courses, the latter gradust-
ing headwaiters, chefs and managers.
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Technical schools which train assistant engineers in
a four-year course; candidates are admitted after
obtaining a brevet élémentaire or a brevet technique.
Lventually a technical college graduating Arts ot

M étiers engineers is to be established.

A plan is now going forward under which thirteen
new apprenticeship schools will be built and equipped
by the end of 1966 at a total cost of about LL 25
million. These schools will have a total capacity of
abont 4,200 students, are expected to take in about
1,400 students a year and to graduate about 1,000
students each year. In addition, the present technical
schools and hotel schools are to be expanded so as to
gradunate 700 students in 1967 instead of the 130 at
present. Technical and vocational schools for girls are
also being planned. Allocation of funds for new
facilities for the next five years, 1966-1970, is of the
order of L.I. 20 million.

It will be evident that the success of the vocational
training programme described is dependent upon the
availability of a sufficient number of teachers. A special
teacher-training programme has been formulated and is
being impleniented with the assistance of the United
Nations Special Fund. The capacity of the programme
is JOO teachers, with 78 joining each year,

LIBNOR—the Lebanesc standards institute

LIBNOR (Institut libanais de Normalisation) was
established by law in 1962, Since its inception,
[LIBNOR has published fourteen standards covering
different commadities; it has also drafted three codes
of good practice on electrical distribution systems,
boilers and reinforced concrete in structures and

buildings, and standards on nineteen different com-
modities.

The present programme of LIBNOR includes the
drafting of standards on cotton yarns, wool yarns,
cotton cloth, bed-sheets, school uniforms, light bulbs,
chicken feed, ceramic glazed tiles, liquified petroleum
gas bottles and cast iron manhole covers. In due course,
LIBNOR plans to launch a Lebanese stamp of quality
denoting conformity with Iebanese standards.

In 1953, realizing the need for basic technulogical and
management services for industry, the Lebanese asso-
ciation of industrialists, the Lebanese Government, and
the United States point 1V programine jointly estab-
lished an industry institute as a Lebanese non-profit
organization with financial and administrative indepen-
dence. The institute was formally recognized as having
a public utility statu. in 1955, From the start, the
institute was conceived as a self-su ing organization
charging for services rendered to both the Government
and the private sector, and operating on a regional
basis.

The aims and objectives of the institute are to furnish
professional services in the field of industrial develop-
ment, including techno-ecomomic  1sibility studies,
technical, economic and mann!mtm cu aﬂu‘:" , project
studies, testing, analysis and standard. a xpp{:d
research.

The institute is organized into a general directorate,
two service departments, and one internal department
as follows
Dm: of ecomomics and management services:

ic division; Management division.

Department of technological services (research, con-
sulting and testing): Testing division; Standards
division; Mechanical, electrical and structural en-
gineering division; Chiemical and process engineering
division.

Department of finance
(internal).

From the outset, the institute stressed the regional
aspect of its services. Principal accomplishinents in
this context include:

Participation as technical consultants in the elaboration
of the industrial section of the five-vear plan for
economic development of Jordan;

Organization and project studies for the industrial
development fund in Jordan;

Ilaboration of the standards programme of Jordan;

Participation in the elaboration of plans for the Aswan
industrial research centre in the United Arab
Repuhlic;

Purticipation in the formulation of a programme for
an industrial development service in Saudi Arabia;

P’rovision of consultative services for the development
and expansion of the Knwait research station;

Preparation of work plans and assistance in the organi-
zation of the industrial research centre of Iraq;

Pioneering work in conducting industrial feasibility
studies in the region;

Preparation of designs and specifications for industrial
vocational schools (Jordan), laboratories (Iran,
Saudi - Arabia, Jordan), and industrial projects
{ Kuwait, Jordan).

Within lebanon, the principal accomplishments of
the institate have been as follows:

Formulating a national standards programme, drafting
the enabling law and serving as secretariat to the
I.ebanese standards institute ;

Formulating standards of quality and codes of good
practice ;

Fstablishing a central research laboratory for cereals,
including wheat, flour and bread ;

Pioneering work in the field of inspection and certif-
ication services for Lebanese industrial prodixcts;
Providing basic engineering services for public utility
projects sich as fifty-year projections of the water
supply and sewage systems of the Beirut metropolis,
and design of vocational schools and grain storage

and handling facilities ;

Providing the basic technical and economic elements
for rationalizing the attitude of government towards
certain industrial sectors or specific industrial
problems ;

Providing industry with quality and production control
and laboratory facilities ;

Providing government and the engineering profession
with geotechnical foundation services, and soils and
building materials testing facilities ;

Geenerating interest in the sciemce oi management
through an executive development training
me culminating in the establishment of a immn
manageraent association.

The industry institute has had considerable exper-
ience in the rational use of foreign specialists and
technology and has provided guidance in adaptation to
local requirements. g_rh“ includes individual “‘experts”

and administrative  affairs
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supplied by international development agencies and
by foreign government technical co-operation program-
mes, It also inctudes selective associations with foreign
consulting or rescarch organizations of high repute in
various speciatized areas.

lLebanese experience confirms the necessity for

institutions  providing technological  and  research
services with a maxinium of administrative and finan-
cial autonomy in their operations. Only thus can these
institutions  attract the required talents, maintain a
dynamic work atimosphere, and exercise the initiative
iecessary for success.

6. Standardization of specifications amd messures: a neeessary step for the achievement of indue-
trial and economie co-ordination among the Arab States'®

The history of successful industrial development has
clearly shown the importance of specificationa and
measures in the sohition of many important problems
such as the attainment of mass production, the introduc-
tion of automation in industrial operations, the provision
of facilities ensuring specialization and co-operation be-
tween institutions and companies, and the improvement
of production in terms of quantity, quality and cost.
This development  has  contributed  to  raising  the
standard of living in the industrially advanced countries.
Industrialized countries have, consequently, laid great
emphasis on specifications and measures. Interest in the
subject has now spread to the wider international
sphere, and there is a desire to establish co-operation
on studardization of specifications and measures on a
worldwide hasis. A number of important international
agencies exist for this purpose: the International Meas-
urement Confederation; the International Flectrotech-
nical Organization ; the International Organization for
Standardization;  the International Organization for
Legal Measures.

International agencies do nunt, however, eliminate
the need for regional agencies hound hy political, eco-
nowic or language ties. Such regionad groupings may
require to adopt standardization in fields and spheres
that are not of sufficient iuterest to international
agencies,

FFurther, when a group of countries are members
of 1 common economic market, it becomes necessary to
o tublish a common  systein of specifications  and
meastires, Countries join a common market in order
ta benefit from the technical advantages that charac-
terize a large market, and that derive from large-scale
production and specialization. This requires standard-
ization of specifications and measures among the
common market countries.

The Arab countries have resorted to industrial co-
ordination and economic integration in order to streng-
then industrial production in each Arab country, and
t» provide optimum conditions for the establishment of
large industries, Industrial co-ordination and economic
integration are the means that will lead to the eco-
inomic development of the Arah countries, the raising
of the standard of living and the transformation of
their economies from exporters of raw materials into a
strong economic entity.

The 1933 convention concluded among the Arab
countries for the purpose of facilitating trade exchange
and regulating transit trade is considered the starting
point in the direction of economic co-operation and
integration.

This step was followed by the estahlishment of the
Arab financial institition for economic development, the
mternational  Arab  airline organization, the Arab
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maritime company, the joint Arab construction com-
pany, the joint Arab company for foreign trade, and
the agreement for the co-ordination of Arah oil policy.
These steps culminated in the signing of the economic
unity agreement and the agreemient relating to the
Arab common market.

Behind ali efforts made to remove trade harriers and
obstacles arnd behind everv action aimed at the creation
of large markets and the achievement of economic
integration, stands the basic factor of standardization.
The ~tandardization of terms, definitions and units of
measurement, apart from its importance for the ex-
change of culture and scientific knowledge, plays an
important role in facilitating trade, for it is immnpossible
to conclude comnercial transactions unless the terms
used are standardized.

The standardization of technical symbols facilitates
the understanding of industrial blue prints and designs.
The standardization of sampling, testing, and exper-
imentation procedure further facilitates the process of
delivery, receipt and arbitration in the exchange of
comnioditics and products. The standardization  of
materials, ingredients and products assists in over-
coming technical barriers and facilitates free movenent
across frontiers.

It is clear that the Arab countries should co-operate
in the establishment of stiong and well co-ordinated
systems for the standardization of <pecifications and
ineasnres. This will serve as a strong foundation for
therr industrial development and the uchievement of
economic integration. The co-ordination of specifica-
tions and measures will enahle the Arab countries to
increase production, improve quality, lower costs and
facilitate and promote the exchange of commodities and
services.

In order to achieve these ainis and advantages, the
steps suggested below shonld be considered.

First, in the interests of economic development and
integration in the Arab countries, positive and decisive
steps should be taken inimediately to establish national
agencies for the standardization of specifications and
nieasures 1n those countries where such agencies have
not yet been established.

Secondly, the most appropriate time to start co-
ordinating and unifying specifications and measures iy
now. Time should not be allowed to pass during which
industrial companies and factories may be established
with diverse procedures and - mlﬁcatimm, thus
making future co-ordination more difficult and costly.

Thirdly, the Arah organization ior specifications and
measures shonld constitute the effective tool for pro-
ductive work in this field. The Arab Governments and
the Arabh League should give this agency every possible
encouragement, and should spare no effort to provide
it with all the physical and technical facilities which




it will need to enable it to carry out its functions in the
hest possible manner.

Fourthly, priority should be given to the standard-
ization of technical terms. symbols and specifications
relating to mannfictured and export commaxdities,

Fifthlv, in view of the himited resources at the
disposal of the Arab countries, it 1s most important that
all facilities be extended to promote co-operation in
this eld. AAn endeavour should be made to co-ordinate
aviilible resources and utilize them for the henefit of
all the Arab countries. Similar endeavours should be
made to encourage contacts and the exchange of visits
hetween spectalists and experts, as this will contribute
to the finding of appropriate solutions to existing
problemis. Semmars and conferences should be held
periocdically, as they contribute greatly to the achieve-
ment of the aims of standardization,
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Sixthly, in view of the importance of scientific aml
technical trainiug m raising the standard of efficiency
of workers i these new fields, an endeavour should be
made to establish a jomnt Arab centre to provide
traimng i all types of stodardization work, such as
the preparation, issue and application of spectfications,
techimeal inspeetion, quahty supervision and the testing
of measures and measuring mstrnments,

lastly, the eco-ordination of specibcations and
weasures auong the Arab countries m no way implies
eompeting with mternational agencies or non-participa-
tion m their activities. On the contrary, such co-ordina-
tion will, whenever pussible, be conducted on the basis
of the recommendations of the international agencies.
It 15 also bnportant that the Arab states participate
more actively in mternational activities of this kind to
ensnre that their special circumstances are taken into
consideration when recommenditions are formulated.




Part 11

DEVELOPMENT OF KEY INDUSTRIES

1. Prospeets of prtrochemicnl development in the Arah countries '

This paper disensses the fensilility of mterregional
co-operation among the Arab countries for the estab-
lishment of a sound and mtegrated petrochemical indns-
try. Snch an industry: would not only satisfy the Iasic
neelds of the Arab commtries for nitrogen fertihzers,
plastics, synthetic fibres iwnd rnbber, Tt would also sell
wome of those products in world niarkets at competitive
prices,

Some specific charaeteristies of the petrochemieal
industry are deseribed helow,

The mdnstry is highly capital-intensive by reason of
the technical complenity of the processes and the high
level of automation and chemieal engineering involved,

The imdustry s highly  dynamic, and
prochicts are snbject to frequent change.

Investment in the petrochemical industry is not pro-
portional to capacity Int varies according to a factor
vanging between 0.5 and O.X. For an increment of
capital investment of from 20-45 per cent, output may
he trebled depending npon the type of product and
process nsed. For this reason, it s advantageous to
huild large capacity umits,

The petrochemical indnstry, bemg based on o raw
material made up of several hydrocarbons, and em-
ploying chemical reactions which are not always selec-
tive, produces several products simnltaneously.  To
achieve economies in operation, these co-products must
also be processed as intermediates for other manu-
facturing  operations. Hence integrated petrochemscal
complexes are to be preferred over separate individual
plants. Snch complexes facilitate cconomies in capital
and operating costs through the close proximity of
several relutedt petrochemical operations.

The potential of the Arab countries for petrochemical
production may be assessed on the basis of the con-
siderations set out below.

Processes

Raw MATFRIALS

Today most petrochemicals are derived either from
nmitiral gas or from naphtha. The Arab countries
possess about 60 per cent of the world's proven reserves
of oil and more than two-thirds of the proven ratural
gas reservoirs in the world.

Refining capacity in Arab countries, however, is only
5 per cent of the world total. The abundance of natural
gas in North Africa and in the Persian Gulf region
provides the raw material for a chemical industry in
those areas. In the Suez region, guses or naphtha
derived from refinery operations mav he used.

MARKFET POSSIRILITIES

The principal aim of a petrochemical industry should
be to satisfy the present and future needs of the Arab
countries. While the local market within an individual

k".Pawr pr.eseme(l by the Couwaol ki the \rab Fconomx
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Arab conntry may not justify the establishment of
petrochemical complex within that country, the Arab
commou mirket offers very attractive opportnnities for
proftable petrochennieal enterprises.

An mtegrated  Arah petrochemicat uxlnstry, while
having  access to a0 relatively Tirge Arab common
market, should also seek to sell its products profitably
in world mitrkets, This wonld increase foreign exchange
carnings of the Arah coumries and permit economies of
wale. However, the need for a careinl selection of the
products destined  for export. must be enphisized
Produets with a satheiently low mannfacinring cost to
comipete i world i rkets are required

The export of petrochemical produets ny be nego
tiated through Jong-term agreements with tovernments
in the developing nations, or by long: term commiercinl
arrangements  with organizations  that consnme such
products. The exchange of  petrochenical prodiets
between the Arah pudustry and other petrochemical
producing mations or organizations will offer significant
opportnnities for Arab products in foreign narkets.

Feasibility studies are required to determine which
procicts are most attractive s - hasts for s petro
chemical industry. Such studies  would estinate the
size of the total Arah market, with forccasts for futnre
trends: onrrent price levels and futnre price trends,
and the ability of petrochemical prodinets to replace
conventional materials, often imported. They wonld
thns  demonstrate  how  petrochenvical  prodicts can
redice the dependence of Aral indnstries on imported
raw nuterials,

MaNrower

The Aral petrochemical industry ean rely to a large
extent on locally available personnet with experience
i the operation and maintenaixe of petroleum refineries
and nitrogen fertilizer plants. Consnltants supplying
process know-how, and contractors supplving  petro
chemical plants may be requested to arrange traming
progranmmes i similar plants abroied Provision shouhd
be made for troning sufficient numbers of students
(with secondary edhication) in existing training centres,
retineries and  other chemical plants. Fimally, the
assistance of the United Nations Centre for Industrial
Development can be sought to provide experts in
specific fields, so that wniversities and technicnl mnsti-
tutions in the varous Arab countries may be enabled
to offer courses i petrochemical technology

IXVESTMENT (O8N

The scale and technical complexity of production
make petrochemical plants costly to construct. How
ever, owing to the profitable nature of the operation,
petrochemical plant investments nsnally achieve o return
oi invested capital within five yeurs.

It is behieved that the Arab countries are in a
position to raise the necessary funds for the establish




Industrial development in the Arsh counirics

ment of an integrated petrochemical industry. The
foreign exchange component of the construction eost
can be made available from oil revenues or from exports
of other products.

It must be reulized that the cost of constructing .
plant in any Arvah country, whether in North Africa or
the Persian Gulf region, will always be higher than the
cost of constructing the same plant in Europe, the
United States or Japan. Although land and domestic
labour are cheaper, the following factors add to the
capital costs: shipping and insurance: engineering and
construction, owing to the need for foreign specialized
personnel and because local companies carrying out
construction work lack specialized hauling and lifting
equipment ; longer duration of construction: installed
or warchoused spare equipment; imported chemicals
and catalysts; infrastructnre facilities (such facilities
are normally available in the highly industrialized areas
of the United States and Furope); cost of recruiting
skilled manpower in advance of operations and of
training staff locally and abroad.

COST OF PFTROCHFMICAL PRODUCTS

The operating costs of a petrochemical plant in an
Arab oil-producing country s compared with those of
a similar plant in a highly industrialized country are
shown below.

Capital charges, including depreciation and interest
(if any) are higher in the case of the Arab plant,
Imported catalysts and chemicals are more costly in an
Arab country owing to shipping and insurance charges.
Long-term advisory services from expatriate specialists
niay be necessary in an Arab eountry. The use of
natural gas or naphtha as a raw material and fuel tends
to lower the production cost in an Arab plant. Large-
scale operation permits a reduction in unit costs fr:r
labour and capital, thereby placing large units con-
structed in an Arab country at an advantage.

However, while such reduction in production costs ic
significant in respect of basic intermediates such as
ethylene and amnwnia, it is less so in the case of sub-
sequent petrochemical operations. Maihtenance costs in
the Arab plant are lower once the necessary skills have
heen acquired, owing to lower wage rates. However,
lack of sufficient training during the early years of
operation may result in slightly higher maintenance
costs,

’rrrocueMicaL PRODUCTS THAT COULD roRM THE
FOUNDATION FOR AN INTEGRATFD INDUSTRY

Nitrogem fertilizers

The arable land area in the Arab world is abowt
113 millicn hectares excluding forests (98 million) and
pasture (1S5 million). If a conservative figure of 10 kg
of nitrogen per hectare is taken as the probable average
consumption for Arah countries in l"7(§‘,'(hcn a produc-
tion of 1.13 nillion tons of nitrogen would be required.
Even with existing and projected capacity, a case can
be made for the construction of one or more large-size
synthetic ammonia plants of 1,000 tons per day capacity.
Such units would produce ammonia much more cz y
than # has ever been produced in any Arab country.
The ammaonia would be comverted to urea, ammoniam
sulphate or ammonium nitrate as reqnired for Arab
commm market requirements.

Ethylene

This is nsually among the first petrochemicals con-
sidered for a new complex because of its versatility.
Ethane, propane, or aatural gas liquids as well as sur-
plus naphtha can be used as feedstock for the production
of ethylene by cracking. Detailed studies should be
conducted to determine the most suitable feedstock,
since the cracking plant supplies a variety of by-
products in addition to ethylenc and the success of t
petrochemical venture de s to a large extent on
finding profitable outlets for them.

Plastics. Polyethylene and polyviny! chloride can be
produced from ethylene. It is believed that the Arab
common market will have a growing need for both
products. Production can start with low density poly-
ethylene. At a later stage, high density polyethylene as
well as polypropylene may be produced.

Snthetic rubber. Statistics show that the value of
imports of tyres and other rubber goods amouats to
$5§ million per year, With the implementation of econ-
omic development plans and a rise in the standard of
living, consumption is expected to increase, rendering
the prodiction of synthetic rubber a profitable economic

venture.
Acrylic fibres. In 1962, the Arab countries i

wool in the form of tops, yarn, knitted s and woven
fabrics valued at about JSO million. Acrylic fibres are
a satisfactory substitute for wool uk{ in abrasion

resistance and resilience may be preferable to wool.
They are suitable for blankets and carpets. The basic
raw material is acrylonitrile, which is produced from
propylene and ammonia,

Two other petrochemical products are caprolactam
and carbon black.

The above examples, while not representing all the
petrochemical products needed by the Arab common
market. would form the basis for an integrated industry.

SECONDARY INDUSTRIES

The development of an integrated Arab petrochemical
industry should he accompanied by the establishment

of secondary industries to process the variows
chemical products and convert them into ﬁlﬁoh«r‘c:::

sumer goods. These secondary industries, which are
110t a3 complex or as capital-intensive as the petro-
chemical industry, provkg opportunities for private
enterprise. The public sector can also ¢ with
the private sector in financing these industries. It i
most desirable, however, that such plants be constructed
asmupoodhkonthch&hdaco—orm*u,
starting operations with j petrochemicals. In
g;ia manner h. ;‘mrkct for end-products could be

veloped which would be ble of absorbing the
production of the Arab pztrocuhg:}kal industry as seon
as it became available.

SUPPORTING ACTIVITIES

In planning an integrated petrochemical i ry, #
would be necessary 10 establish on a regional scale the
following agencies and institutions, perhaps in the
order given:

An agency to conduct feasibility studies for the produc-
tion of petrochemical intermediates and their end
products and local and international market ressarch ;
mthuagmywmddnekthcmcdm-
petent firme in the advanced ndustrial cowntries
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A technological research centre for the study of the
possible applications of plastics, synthetic rubber and
fibres produced by the petrochemical industry, with
particular emphasis on the possibility of substituting
those products for traditional ones.

\ training centre for petrochemical operators and
maintenance personnel

A research stitute concerned with .pplied research
and the development of new processes and products
in the petrochemical field; it is essential that Arab
engineers and chemists be trained i that field and
that the skills thus developed he utilized for further
dlevelopment ;

\n organization for murketing the products m inter
national markets.

A number of conclusions arise from the foregoing
discussion, which deserve serious consideration

First, no Arab country has a level of consumption
high enough to warrant the establishment of petro-

2. Development of '~

»
chemical units with capacitres large enough to he com
petitive with the highlv mdustriatized countries

Secondly, there 15 detinite scope tor regonal co
operation among the \rab countries n the development
of an integated petiochennoad wdustry The clvantgges
of ecomomees of scate obtimed i this mdnstry neces
sitate the pooling of Arab efforts n large production
anits. Such a scheme wonld atso elinnate the risk of
dupheation

Thirdly, the lirge reserves of gas andd sunplis naphtha
avainlible at relatively dow cost provide an economic
prodaction base for the A1 b conmon muket, and for
entry with certam products mto the mternational
mnarket,

It is mnportant to reahze that the petrochemical
mdustry generates further mdustrializition through the
consunier products introduced. 1t s beheved that the
integration of the chienical and petrochemical indistries
on a regional scale represents the only solution that will
satisfy the econonne and social objectives of the Arab
commtrics

industry in ihe organiastion of petrolrum experting countrice

(OPEC) snd wnen-member Arsh conniries ?

The flaring of tremendous quantities of natural gas.
produced together with crude odl in the petroleum
producing countries of the Middle Fust and North
Africa, has always been of major concern not only to
those countries but also to various international agen
cies, including the United Nations. Ways and means
are being sought to utilize this surplus g:s economically,

either as a source of energy or as a raw material in the
petrochemical industry. For the membe: countries of
OPFC, as well as for non-member petrolesm-producing
Arab countries, this problem is a matter of urgeucy.
Unfortunately. little progress has so far heen made
towards a practical solution. The difficulties are great
hut not insurmountable. The purpose of this paper is
to contribute towards an underdtanding of the nature

of the problem and a realistic solution.

A survey is given of the status of the petrochemical
industry in the region under consideration, including
proposed future developments. An appraisal is made of
the present and future markets for petrochemical indus-
try products.

PrrrocHEMICAL sumvey of OPEC counNrmies AND
NON-MEMBFER ARAB COUNTRIES

Indonesia

The P. N. Pupwk Sriwidjaja nitrogenous fertiliser

plant recently completed by the Government is now in
operation. It produces 30,000 tons per of ammonia
by steam cracking of matural gas. The ammenia is
utilized to produce 100,000 tons/year of urea.
_ Another mit 1s fertilizer plant is planmed m
Surabaja, Fast Java. imitially # will produce ammo-
nium . lphate and urea at an annual rate of 150,000
tons and 13,000 tons respectively. The plant is to
utilize heavy crude residues instead of natural gas.

A &«mt company, Permina, is planning 10 build
a 7 tome/year carbom-black plant at Rantan,
Swmatra, which wil utikae natural gas.

 Pager pressmted by the Organisation of the Petroleum F-
porting Countries.

[ran

The Shiraz nitrogenous fertilizer plint iy situated in
the sonthers part of Tran and utihizes natural gas from
Gaeh Sar ol field. Annual capacity of the plant s
0000 metric tons of mmionium nitrate and 40,000
tons of urea, together with 136 tons per dav of nitru
ackl. Plans for the expansion of the plant are already
N progress.

In 1963, o general survev of the possibilities of estab-
lishing a petrochemical indnstry in lran was carried
out by the National Tranian Ol Company (N1¢ ) and
the Institnt francats du Pétrole The report recom
mended the establishment of a petrochemical complex
of sufficient capacity to meet mternal deniands by 1970.
In accordince with the recommendations made by the
institute, the following chemicals are to be produced
10,000 tons per vear of 'V and 2000 tons per year
of polystyrene. 3,200 tons per year of alkylate deter-
gent; 1,500 tons per year SHR and 6,500 tons per year
of Eﬁlyl)utaéime and 5,000 tons per year of caprolactam
10 be used in the manufacture of nylon

The complex is to include the following units: a
propane cracker producing 7.000 tons per year of
ethyleme and 3,500 tons per year of propylene; a salt-
clectrolysis wnit producing 14000 tons per year of
chorime and 15,500 tons year of caustic soda; a
butadiene unit producing 15,500 tons per year of buta-
diene . and i zeme extraction unit of 12,400 tons
per vear.

\n equal partnership hetween the National Petro.
chemical Company of Iran, a subsihiary of NIOC,
and the Alliedd Chenueal Corporation was recemtly
armounced 10 establish 2 mijor petrorhemmeal ec x
in the Bandar Mushur aven at an nntial cost of $100
million. Initially, the picnt will recover 1,000 tons rr
day of sulphur from natural gas from the Masjuda
Suleiman feld and will produce 1,000 tons per day of
ammotia, from whah urea and other mitrogenoms
tertilisers will he inufactured. The plamt is 10 be
expanded later to produce methanol, polyethylene,
caprelactum and other chemicals




Iraq

At present no petrochemical plants ave m Operation
m Iraq However, 4 plant for recovering snlphur from
Rarkuk mitaral gas s imdor coastruction The plaut is
to_extract 120000 tor  of sniphur annually from 100
million cubke feet dav of Kirkuk i~ after which the
sweet drv gius and matural gosolive, tocether with the
hquetied petrolennt gas. are to be pipe-d separately in
two pipelmes to the Baghdid aven \ Lirge purt of the
sulphur recovered 15 to be transported to the southern
part of the country to supply the fertilizer phnt which
will be constrieted m the Basrah areq

\ project for o Targe scude petro chemical plint based
oo atural gas has been approved by the 1Xcononiic
Planning Board The firm of C ¥ Braun and Co, of
California, U imted States. hias been engaged (s con
sultants for the project. 1t will melude units for the
prodiwction of canstic sodi. chlorine. ethy lene poh
ethylene ond PYC The plint 1s to ntihze natural gis
from the sonthern oil feld of Rumailih

Viother petrochenucal projeet for a gas hised nitro
genans fertilizer plint at Basrih iy also planned A
Japanese consulting firm 1s preparing the studres and
the tender speciticanions. The plant will utilize narural
gas from the Romaitah feld, where 4 pipeline already
exists and is ot present feeding gis to the Basral
power station Imtial capacity of the plant is 120,000
toms of ammomioia snlphate and 30000 tons of e
per annum

K nrvairt

o 19%4, the Kiwit Cliemical Fertilizer Company
(ownership - 60 per ceat huwat Petrocliemnical Indus
tries and 20 per vent eah. Britsh Petrofeum and Gli
Ofl) awarded Foster W heeler o contract for the con
struction  of nrea, sulphuric acid, and  ammonium
sulphate plants i 0 projected  fertilizer complex
Shuaiba. This is in addition to au earher contract for
a #H0 tous/day mmonia produetion pant The urea
Plant will huve o capacity of (00 tous daly. while the
daily capacity of the sulphiric acid Pt will be 400
tons, and of the cimmoninm sulphate plant, %00 tons,

I ibyo

At present no petrochiemical industry exists in Libya
However  Standard (| Company of New Jersey, one
of the main producers of petroleam in the comtry, has
sigwed (greements to supphy both Sprin awl Italy with
Libyvin dguefied natural gas, aud o liquefaction plant
will be consiricted. The Governuent of Libva is now
comsidering the establislhiment of a petrochemical com.
phex bised 1l on natural s, and s mvited o
number of firmis and institntes  ta prepare the pre-
hnwwiey stiwhies The Institut frangais :’: Peétrole has
submitted soch o stdy to the Dilnan Government for
conuderition

Nawd Aralvua

While v petrochienea! undnstry evists at present m
S Aridbias consuderable progres. hus heen  made
WL plnng aned negotiations

Vocontront has been signed Detw een Saue \rabea s
State ool wgewes . PETROMIN . om the one hand, and
the Oveidintal Hetroleum Corporaten and ity suh-
sl Trernatonad Ore ol Fertilizers, on the other,
For carry om o teabihity stwdy tor the construction of
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Facilities are to mclude a 35 tons per day sulphur plant.
The company is to be responsible for marketing the
production and for the operation of the plant, In return,
the company will receive 10 per cent of net profits for
fwenty ears after comnencement of production, The
plant wall be supphed wath natural gas from the Abdqai
tichl

Recently, another agreement wiis sigued  between
PETRONMIN and the I©N| subsidhiary ANIC for a
feasibility study for o joiut gas based 1'\V'C plant at
Davmam. The proposed plant will have wn annual
capacity of 60,000 tons of PVC ANIC is to prrchase
the entire output for fifteen years

omted Arab Kepublic

The Umted Arab Republic is the largest producer
of petrochemivals in the region. lu 1964, jts production
of chanenls was s follows sulphuric ackl, 180,000
tons . calomm itrate, 283000 tons . ammonium  sul
phate. 92,000 yons . mire aeid. 342000 tons acetylene,
4R 000 culie nietres

I'mor to the hve vear dnstrial plan, the ouly petro
chemwal mdnstry me the conntry wis the nitrogenous
fertilizer plint m Suez ntilizing Suez refinery gases.
from which abont 7.000 tons per vear of sulphur is
also recovered. The maim products of that plint are
clemm nitrate e unmonium sulphate. Plins for
donbling the capacity to 270,000 tons per vear are in
Progress.

The el ol coking plant recently compieted by the
alian hrm, Compamia Teemea di Tudustria Detroli
(CCTIP) . produces intermediate distillaes from heav
Balayin on shore crude  In addition, 6,000 tons per
vear of henzene are extracted, half of which is ntilised
for detergents manufacture ;. 300000 tons per year of
coke are also produced. Sulphur at the rate of 28 000
tons per vear s recovered from the wonr gases of the
plant

Fhe otlhter witrogenons fertilizer plant at \swan, set
np by the German Uhde BASE, produces mainly eal-
aum mtrate e 11 ats production amounted 1o
420,000 tons.

Furthermore, Snam Progetti has carried out studies
for the construction of .1 petrochemical complex which
will utihze surplus naphtha for the production of poly-
ethvlene, PV, acrvlomtrile. coprokictsm, and poly-
Imuadiene

A\ earbon black plant with a capacity of 5,000 tons
per vear 1s also hetng considered

Svrw

The Homs refinery went it operation in 1999,
prior to which no petroleum industry had existed in
the country  However, studies have heen completed on
the estabhishment of ; nitrogenous fertiliser plamt at
Hloms, utilizing refinery gases and Smam Progetti of
Pty will eonstenct the plant. The stalied capacuty
will e 180,000 tons per year of ammonism nitrate
Domestic consmuption at present is 100,000 tons per
Vear

Algersa

\ petrochemical ndustry has not yet been established
m the vountry. However, the Société des Monomars de
Svirthese organized by 111 Paso Natur! Gas C Y.
S N Repal and the Société Nationale des Pétroles
4 Nimitaine (SNPA) s planning 1 530,000 tons per
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vear butadicne plant at \rzew., where the gas hque
frction plant is situated.

A nitrogenous fertilizer plant to prodiwe 87 000 tons
per vear of ammonia, 20000 tons per yenr of ammonium
nitrate and 10,000 tons per vear of nrea s being built
by the Sociéte algérienne e 1" \zote

Tunisw

A mtrogenous fertilizer plant to produce 10 tons
per day ot anunonia from which 200000 tons per year
ot ammoninm phosphate are to be produced 1 to be
binlt by the Industries chimiques maghrebines (1CM)
near Gabes. This plant is to be engineered and Ianlt
hy CTIP of Rome

The major obstacle to the etabhshimen of petro
chemical mdustries i the OPFC area as well as m non-
member Aral countries of the region is the problem of
scenring sufhctently Luge markets Domestic: miarkets
are Hted and camnot absorb the prodnction of Targe
complenes hivimg the advintage of ccotonmies of seal

An appraisal of present and futnre markets has shown
that the logical narkets for o Middle 1Zast -based petro
chemical complex would be the markets of s and the
Far Last, North Africa and the markets i the coun
trics bordering the Mediterranean and eastern Atlantic

Petrachemical projects, when aimed at the manu
fucture of intermediates sich 5 synthete ammonia,
coutd complement idustrialization programmes of the
consiming  countries,  The mannfacture  of  fimshed
prochrcts, i adkdition to bemg Tighly capital mtensive,
would conflict with existing  interests 1 the  very
nmarkets on which such o venture would have to rely
for most of its outlets

Market rescarch has shown that, by 1980 the world
will require 70 willion tons of fertilizer. compared with
27 million tons in 1939190, The needs of developimg
commtries alone will merease from 4 to %0 mathon tons
during the same period, thus exceeding the total world
output i 1959-1960).

The share of nitrogenons fertihzers in these require-
ments will range between 14 and 23 nulhon tons (ntro-
gen equivalent) n developing countrics and the world
as a whole, with alpliates and mitrates of ammonia
constitting over 3) per cent of the total. Obviously,
therefore, there are market prospects in the manufacture
of ammonia as an mternmediate product.

Feasibility stidlies for an anmonia plant buitt m the
Middle East have shown that one ton of ainmonia
landed n India will cost $57.76, while the cost of
nanufacturing the same product i1 Indiz from naphtha
woukl be 304.79 Sinlar stuedies for a plant based
North Africa have shown that one ton of ammonia
Linded in western Furope will cost $26.26, compared
with $31 70 manufactured in that area.

These hgures show the economic feasibility of
building ammaonia plants in the Muddle Fast and North
Afrwca, provided the Middle Fast has access to the
uiarkets of Asia, and North Africa has access to
Furopean and Mediterranean  markets, and  provded
that there ix no discrimination «gainst products from
those areas

The economic justification  for  establishing  petro-
chemical industries 1 this region are based on the
following considerations . availabslity of natura! gas at
low vost as a raw material and fuel; low labour and
maintenance costs and low cost of utilities by reason of
cheap and plentiful fuel. These advantages will, on a
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long-ternt basis, offset the Ingher  ciptal
providing plant and equipment i this areq

I'he foregoing survey has shown that, while the
petrochendeal industiy s as vet at an enly stage of
development m the area, it holids a0 pronmsmg {utnre.
While operation at .« pront miy not he achieved i the
carly  stages, the goal of conservatiom of  natural
resonrces trough the ntlizaton of nataral g, which
s at present wisted and warecoverable, wall Tive heen
achievad.

Costs (l(.

In order to ensure the most Jogeal and preactieal
future development o the perrochennead wdustry in the
OPLEC area and the Nrab countries of the regwom, at is
our opinion  that o petrochemical  polieyv <honld e
developed s anomtegral part of the general policy of
indistriahzation of the Arab regron To that end it s
proposed that the Avab Leagne, as 0 nutter of nrgemcy
establish a panel of scwennsts and techmcal specinlists
to make broad recommendations concrmyg the siwvessive
Aiges ot developmont necesary o the establislnuent
of o petrochemical mdustry on o sonned Diss

Fhis piper is subnntted to the Conference as aocon
trilbtion to wn anderstanding of the nature ot the
difficulties 2 problems mvolved mud m order to point
the way to o positive and rvealistic approach o ther
solution  The  recomnnenditions set ont below  are
presented to the Conference for ats disenssion aad
consideration

Regtonal demands shonld be pooled m order 10 taike
advimtage  of  the economies of <enic whieh cm he
achteved i tlas industry Snchactwnn iy provule an
economie prodhiction base for entry into the  inter
national mirket

Co ordinstion ot petvochenneal plonnng w the conn
1rres of the regrion 1s requnred to avord duplwation of
suadb phants Tt wonld he suhvantigeons o establish
plants that are complenwntary o each other meorder
to amvoul de~trictin e competinon - the linted svailidile
Hiarkets

Co ordmation ot petrochenwal plonmng shosld amm
at an even distributien of the bizachos of 1he mdnstry
so that each conntry can specialize w0 certam branch
el establish o snfficwently Lirge seade of opevatun.

Fforts shonkd be concerted towards the promotion
aud enconragenent of smialler nudnstses based on petro-
chenmeal mtermediates, moorder 1o ntihize kwally the
naxmmmt amwnmt of these internuediate prodicts

Substitiiteon of petrochenucat prodincts tor competing
materials  should  be  stidicd. thns beng of  speckad
importance in conntries of the region havimg relative
sarcity i alternative materals aud products sieh as
hunlding materials, transportation or pipes for arrigation,
Should the feasihihty  of petrochemwal products be
established, additional measures may be required to
promote  comsumption,  and for the  development and
adaptation of these prodicts to new purposes

Full use shonld be made of the 1 nited Nations tech
meal assistowe programmie and the Special P an
establishing techmeal mstitntes 1o carry ont research in
the nses of products, pre mvestment  and  feasthality
studites for the implementation of petrochemeal projects
and market research, i~ well as to tra technicians,

Markets within the cconomically advanced countries
such as those of \Vestern lurope may Iw songht. How-
ever, the progress of western Furope towards economx
ntegration constitutes an adverse fictor t new entrants
from outside the region. Securmg o market in that




region may he envisaged through multilateral or bi-
Interal trade agreements

Markets ontside the economically advanced commtries
rmay also be sought : for instance, nitrogenons fertilizers
may he exported to the courtries of Asia In that con
vexion, trade agreements may be developed hetween
potential exporters from the Middle Fast and ;i number
of countries of Asia.

The nternational market n petrochemicals is in the
hands of a small number of very large companies. For

3. Petrochomicnls: a practical start in the

This puper does not aim at disenssing economic
co-operation in general, Rather, it will concentrate on
one of its aspects, namely, co-operation i the field of
pctruthemn‘afs. Before entermng into a discussion of the
snbject, however, it may be nseful to give a brief
summiary of the mam tactors necessitating industrial
co-operation in the Arab world.

Modern developments in science and technology have
facitated the establishment of large factories which
henefit greatly from economies of scale. The division
of the Arab world into a number of small markets
militates aguinst the establishment in any one country
of large plants This situation i stself calls for economic
co-operation between the Arab countrics. Such co-
operation. will imdouhtedly  expund the murket and
therefore encourage the establishment of large and
profitable plants capuble of producing gouds whose
quality and prices will enable them to compete in
domestic and external markets,

The Arab countries are at present in the early stages
of industriah/ation. It is easier for them to co-ordinate
theiv industrial programmes at the current stage than
it will be at 2 more advanced stage.

It is not neCossanly desrable for iy one country to
concentrate on the development of all stages of an
industry, since situations might arise where it might be
advisable for more than one conntry to ey elop digerent
stages of the same industry

Nhortage of capital in the Arab world as a whole
requires that investment capital shouwld be carefully
allocated. 1t is therefore important that measnres shonld
be taken to prevent the duplication of indnstries,

Industrial co-ordimation opens up new possibilities for
economic co-operation. [t is a wclf—ktmn fact that the
emergence of the European Cominon Market was but
an extension of the Ewropean Coal and Steel Com-
munity. Similarly, for the Arab world, the establishment
of the hydrocarbon industry mav serve as a basis for
closer economic co-operation.

Specifically. let us take petrochemicals as an example
and consider Kuwait as a centre for the development

3 Paper presented by Kuwait

Indusirial development in the Arad sountrics

hew entrants to enter the market requires considerable
effort in securing and promoting markets, including
niternational trade agreements and strong fimancial
hacking. Joint veutures between producing countries of
the region wnd established petrochemical concerns will
undoubtedly provide 4 so'mtion to nuny problems,
mcludmg the supply of experienced personnel for the
transitwnal perund, traning of local Libour, technical
know how and research, experience i marketing tech-
niques and, above all, possible access to the international
market

divection of Arad industrial eo-operstion *

of that industry The facts set out below suf)poﬂ the
view thit the establishment of a petrochemical industr
e Kuwint e serve o starting pont for further Arag
CO-operiation.

On the one hand, Knwait is endowed with a cheap
source of natural gas and with substantial financial
resources. (n the other hand, it ~uffers from a SCarcity
of manpower and o limited murket Considering those
advantiges and dhsadvantages, one is hound to conclude
that at s possible and desirable to establish the first
stage of a petrochemical indnstry i Kuwait Its inter-
mediate products will acquire an’ international character
that will greatly ficilitate their marketing in external
markets. This will 1ot be the cise 1 Kuwait concen-
trates on the production of tully processed goods. Liquid
ammoni and methynol are examples of commodities
which Kuwit cin produce at lower cost than any ether
country 1n the world,

These fuctors live led the Kuwiiti authorities to
establish a fertihizer complex, which will start operating
in the coming month. The complex comsists of am
ammonia factory with a capacity of 400 tons per day
to be nsed for the mannfactiure of $%0 tons per day of
are.cind SO0 tons per diy of ammonium suiphate.

Fertilizers, of course, have 1 world-wile market.
Nevertheless, Kuwait can  derive gre iter  economc
benetits from contining irs activity in the field of petro-
chemicals to the production of liquid ammonia. This ie
desirable as a step in the direction of Arab mdustrial
Cor-operation. Substantial profits can he derived from
the establishment of a very large fact ry for the produec-
tinn of liquid aminonia with a ca city of 1,000 or 2,000
tons per day. The output of tm; plant will then be
exported to complementary plants in different parts of
the Arah wun'ht to be nsed in the production of
fertilizers,

This plan will have the advantage of providing
Kuwait with an expanding Arab market for s ammonia
output and at the same time suppl ing the Arab coun-
tries with a cheap source of liquid ammonia. Proj
of this kind are now under study in Kuwai hJ““tho
United Arab Republic. Kuwait is also ng the
possibility of similar co-operation with Ron-Arab cown-
tries, such as India.

4 Wprojnuhlnq‘

Basic raw materials such as oil, natural gas and
sodium chloride are available in Iraq in quantities suffi-
cient for the establishment of a petrochemical complex.

4 Paper presemed by the Ministry of Industry of Iraq.

Until recently, natural gas was flared by the oil com-
panies. The (iovernment fnally put an end to the loss
ing means for its

the construc-
Kh gas was to flow to

of this valuable resource by providi
utilization. A programme was red
tion of a pipeline through wr'
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(lectric generating stations and other industrial projects,
to be used as fuel International firmy were also re
juested to make studies on the utilization of natural
gas in lwal industries. The results were encouraging
‘md proved that the establishment of several industrial
projects using matural gas as 2 raw material were hoth
techmeally and economically feasible. Some of these
projects have been included in the recent five-year
plan; others will be included in future five year pﬁms.

In the early stages, the Ministry of Industry will be
responsible for the major projects which constitute the
nucleus of the petrochemical industry in Iraq. A brief
desciiption of these projects follows.

"X ITRACTION OF SULPHUR FROM NATERAL GAS

This project is basic tn the cstablishment of petro-
chemical indnstries which rely on natural gas as a raw
materal Nutural gas in the Kirkuk oil fields is sour
and contains a high ratio of hvdrogen sulphide, ranging
hetween 10 and 14 per cent

The site foc the projeet was selected near Kirkuk,
the source of natural gas, and a pipeline will be con-
<tructed to convey gas to the site of production.

On 31 January 1968, & contract for the establishment
of a plant to produce sulphur was signed with an
\imencan company at a cost of 11 8.2 milhion, exclusive
of the rost of infrastructure projects such as water
supply. electrie supply. gas pipeline, railway and roads.
the total cost of which 18 estimated at I1 9 5 mithon.
the compuny has undertaken to complete the project
within a maximum period of twenty-eight montha. The
factory is planned to process X4 million cubic feet of
sour gas duily for the production of 400 tons of pure
~ulphur (995 per cent) per day; 45 million cubic feet
of pure gas per day, and 23000 gallons of liquid gas
per day

Although sulphur is considered a byv-product, the
jnantities extracted are substantial and are estimated at
~ome 120000 tons per anmm. This in itself represents
a source which ¢in he nsed to meet the domestic needs
tor this material, including future demands which are
expected to emerge as a result of the growth of local
petrochemical and other industries

The ontput of pure gas and other liquid gases from
the factory will he conveyed to Baghdad through a
pipeline constructed by the Ministry of Petroleum
hefore the completion of the sulphur extraction factory.
The gas will be distribwted to large factories m
Baghdad, to be used as a raw material for petrochemical
industries.

The completion of the sulphur extraction factory,
which was planmed on the most modern lines, will reswit
in great economic bemefit tw the country, simce sulphur
has a promising world market. The yidJ of pure natwral
gas and liquid gases will add support to locul industries.
Furthermore, the project will provide employment for
some 400 Iraqi labourers, teeﬁ:licians. and engineers
for the operation of the plant.

THE CHEMICAL FFRTILIZER PROJECT AT Basma

This petrochemical project nds on natural gas
produced in the Rumaila oil fields. The gas is sweet
and free from sulphur compounds. It can therefore be
used directly as a raw material or as fuel withouwt
Eu{(;ﬁcation, in contrast to the gas of the Kirkuk oil

elds.
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The «ite selccted for the plant is m \hi-Khaseeb
region, in the liva of Basra, owing to 1ts proximity to
the source of supply of natural gas.

I'he factory will be supphied with ) mathon culic feet
of gas per Ly, to be wsed as a raw maoteral and fuel
Natural gas 1s used in the anutacture of amnwmia by
the action of hydrogen, i mgredient of watural gas,
and mtrogen. The plant consists of four main produc
Hon units - an ammona mnt with e produdctive capacity
of 200 tons ﬁe)r day; a nrea unit with a productive
capacity of 130 tons per dav. an ammomum snlphide
unit with a productive capacity of 3K tons per day,
and a sulphuric acid unit with a productive capacity of
JOO tons per day

It 13 expected that the major purt of tle ammonium
snlphide produced will be comsnmed Jocally and the
surplus exported In view of the great denund for nren
m world markets and its high prwe most of the urea
produced will be exported.

Technicil and econonue stuches indicate considerable
promise for this project, for the followimg reasons
Low cost of natural gas as a raw muterial and as a

fuel, since natural gas is close to the factory and used

at a cost of 14 fils per 1,000 cubic fect: this is very
low compared with prices in other conntries;
Abundunce of labour at low cost,
Proximity of the factory to the port. reducing trans
[Portation costs

AWvaulshility of sulphur locdly

In addition to the economne henctits to he derived
from this project, the nse of fertilizers will he heneficial
to agricultnral pr inction Moreover. the plint will
provide emplovnient for 1000 workers i technicians

I'r AsTiCS

Availability of raw waterials at low cost constitutes
the main regquirenient for the <nccess of this indnstry
Nutural gas, the principal raw nteral used in o the
manufacture of plastics, is nbnndantly avaidable w Trag

As a consequence of the rising local consnmption of
plastics, the Ministry of Industry has placed special
emplasis on the establishnient of a lal industry for
the manufacture of plastics. A specidized consulting
firm is at present preparing techmcal and economic
sticlies for a project for the manufacture of plistics,

A study of docal markets indicates that Ir) imports
its requirements of plastics in the form of manufactured
or semi-manufactured products. The Lutter are processed
in fifteen private plasti producing factories.

Among the more commonly used types are low
density polyethylene and suspension type PVC. Poly-
ethylene is largely used for the local manufacture of
hard pipes, bags, containers. domestic itensils and toys.
PVC is used in the manufacture of flexible pipes,
electric wires, shoes, furniture, kitchen ntensils, con
tainers, toys, etc.

Comnsumption of plastics is some 3,300 tons per
annum. The growth in per capsia consumption and the
natural increase in population 1s expected to raise the
annual consumption to some 6,400 tons in 1970 and
15.000 tons in 1975.

The productive capacity of manufacturing umits for
plastics was considered when the technical and economic
studies of the project were prepared. Emphasis was
laid on the following important factors:
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Integratnm of the different productive umits. <since these
constitute o growp of economically and 1echimcally
witegrated planes .

Marketing of products mthe domestic market especially
m the first stages of producoon . thas reannes the
mtrodiction of new nses for these prodhicts and the
production of wew articles thit can be sibstituted for
other mutertals suweh s wood and iron

Growth m tutnre deniond oising from  the over all
ccomomu ilevelopment of the region

Possialiey  of exportmg plaste prodits to toren
markets

Fhe Bagheka! aren tas been seleeted s
lociion for the project becanse of the
markets and the avilabilen of raw
povwer, roads and robways

(Cosmtable
proxumty of
nmiteri s e

Three hydhioc rhons simtable v raw nter 1l for the
production of ethylene are avnlable 1y the Baghd.l
area. mamely - natural gas, propane and naphta. The
project will include the four main wnits listed helow

Ethylome wnit The iitial capueity of this unit will
he 7.300 toms per vear The rw matersials to he used
for the production ci etlivlene will be determined by

Industirisl development in the Arsh coultrien

sl tactors s price of the raw materid, quantty and
valne ot by prodects and transpore facilines

Polyerthviene wmit The il capucity of this wt
18 3000 tons per veir, whch can he increxsed to 10.000
tons af neesssary The hagh rompression method will e
wed tor the production of low ety polvethylene,
commonly asedd m b

Plo wnn Fhe mmal capaaty o thas mmiit will e
L300 tons per ovenr whieh em e 1acrensed  to
RS0 tons

Chlorine asiid canvtic voda wnit Sodunmn ehlorde

winlable wm N Lt Apha and Mamlalat es Sanmawa
will be used o supphy the PVC wnt wieh the necessary
ciorine, ol ot the siane time provide cionsere sodi for
other local mehnstries

I'he henetits
petrochene:!

expected from the establishment  of
projects e ot lmnted to the progies
which thiese projects may vield Then establislinent s
Aamportit step o the wthization of loesd  natieral
resomrces sk thie vevial of industoal aetiaey and will
rantribmite 1o serengtheming the mation] econmny  hy
snmg the foreign exchage now required  for the
mport of these products 1t will also provide employ
meat opportimties for o lairge mmber of citizens qnd
(reate opportnmities for the traimng o Irugi experes
m the technology of the mdustny

h § MﬂnnnWMHMEmnmlu'

These stindes Ticve been preprred ot the reguest of
the | uited Nations Centre for Industrial Development
Thev are linuted to four mdustrial sectors  constrin tuon
matcrials - bisie chenical s and fertilizers : s <tiles . met.]
il engmecrng The studes relate to raqg, Jordan,
huwaie, Lebanon and Sy tnd me certanm cases to
Sawli Araba cand Yeneny, none of which have been
covered by other regional svmposia. They treat of the
presene staties of and prospects for the selected sectors,
and are largely based on factual information. ammng af
wisesstig the relutive importance of reluted wmdusir il
sectors i the ccone mies of the region »

CENFERYL KRV RES OF INDUSTRY IN Vil REGION

In Syria and ebanon, the modern ndustrial process
was budt on handicrafts, which developed in time into
an organized mannfacturing sector. In Iraq, indns-
triahization foltow ed the traditional pattern of develop
ment - gradual  progress from  simple processig  to
transfornm¥ation.  In Jordan, mdustry hirdlv - existed
prior to 1948 and even handicrafts were on a very small
sale. In Kuwait and Sauwdi \rabia, modern  indus
trialization is still 1 its mfancy, while indwstrial ACUVHY
I Yemen, even in the form of handicrafts. has heen
msigniticant. However, the industrialization process m
Lebanon, Sy i Trig seems to be at a higher level
as compared with that of their neighbours

The contribueion of nmanutictnrng ndustry to
kross domesti produce me the countries  concerned
rematns relatively snudl At the same time. mdustrial
production in the region 15 concentrated in a few
centres a featnre thit his the advantage of reducing
the cost of snpplying public «crvices while creating an
apprepriate environment for the development of generul

“Paper  presemted by th Mro- \sien  Ovganizatin  for

Foonemic Cu-operation.

engiecrmy services, o labour market ete. Kastablieh
ments are predormmently small ad medium- sized : only
small frien o ceneept in the ciase of Iraq) of the tet:l
nnther of est: Llshnmengs operating mthe four indus
tial sectors € s wathm the category of large establish
ments cemploving 100 or ore persmsy  \nother
charwterishe of  the region s the high  degree of
dependence on Lome markets This 1s o SHTprisig,
smce the export imarket 1s difticult to penetrate | parewn
larly when an sty s sl s mtincs, whilke hone
markets provicke a steady denrnd for consnnter goods
and cane e snstomed by hseal measnre st as direct
sbsudics andzor lugh tiritis agamnat forewn  goods.
There 15 o generyl tendency m the region m favour of
plammg for wchaserial developnent

Two mam problems are common to 4l the conmtries
mder consiceratiom, mamely, a4 small domestic market
and shortage of skilled Liwmr How ever, attempts have
heen made to provide such facilities as will accelerate
the process of  indnstril evelopment, mchuding -
provement ot b facilities, development v rasrond
and motor rouds, establishinent of wecialized bhanks,
measures caicubited to provide protection andd incen-
tives, aned admamstrative anl faal policies to encourage
nulnstriahecon

CONSTRI (TION v ATERIALS INIM STRIES

Iome denond represants an averwhelmingly  high
proportion o total denvoud i eneh conntry - 1t comes
mamly from arrigition projects. rads. bridges. ubbic
works and  other  Lirge construction projects  The
export demane s either small or non-existent.

There 1s a Ingh degree ot concentration in the cotn
try mndustry distribution of establishments. A vailuble
data show thia about 91 er cent of the toral number
of establishments are in tran. of which about 73 per

_
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cemt are engaged w the minufacture of bricks and
22 per cent i the mannfacture of ceramics.

The majority of e-tablishments are private concerns.
(mly a little over 2 per cent of the total number are
public undertaking~ Althongh <ole proprietorships and
partrerships  predomniate o are nenally  associated
with sowll coneerns, the recent grovwth of jont-stock
companies represents a trend towards a more advaneed
form of entrepreveurtal orgamization i this wdustry

Ihe docation pattern is generally satisfactory. The
cenent industry tends to be aupplv-oriented, being
lwated near the principal raw material supplies, while
the glass, ceramics and brick industries are largely
market-oriented, being winly located near the major
Cities,

Cement Fhe comined outpot ol traq, Jordan,
Febanon and Syria s approximately 3 million tons, or
thout 7 per cent ol total world production, although
hetween 108K cand 194 cement production in those
commtries Tias alimost doubled. In regard to production
techimgques, 1t s noted that rotary kilns rennain the
peimeipstl equipment  and the bulk of the cement
produced in the region consists of the Portland type.
\s to nanpower, the data available for 1963 show that
the nmuber of persons engaged wus about 12 per cent
of the total nwmber of persons engaged in all the
construction materials industries.

Brick-makimg.  This is undouMedly n imPortant
economic activity i most countries of the region. Tn
lraq, there are niny brick making concerns that are
ible to withstand competition only hecause they rely
on cheap, uskilled labouwe. T Kuwait prior to 19%6,
iy bricks were miported from Irwg: m 1987, home
production began with the establishment of the sand
lime brick plant with an output in 194 of nearly
i1 nnllion bricks.

Ceramics. I lraq, seventy-two large establishments
emploving 1,400 persons were engaged in the mianu-
Lwtnre of tiles amli related products in 1902, In Kuwait,
thiety - establishments  provided employment for over
LOOO persons. In Labanon, ceramics are manufactured
by three lurge  establishments emploving some 180
workers

Iron and steel. Although an iron and steel industry
W the proper sense of the word exists only in Lebanon,
# large number of establishi.emts operate throughout
the region 10 produce metal products for building and
construction.

fn Kuwant, the existing plants are deemed adequate
tr et the potential demand for construction materials
m th foreseeable future. However, it woukl he useful
to establish vement plants and a glass industry. (n Iraq,
the Live year plan 1965/1969 provides for the establish-
nunt of three large projects in ceramics, glass, and iron
el steel industries at a cost of 1D 34 miillion, or
167 per cent of the estinated aggregate cost of all
planned manufacturing projects. In Jordan, total invest-
ments in ceramics and glass sheet projects during the
swven-vear plan 196:4/1970 is estimated at 8.1 per cent
v. the aggregate sum to be allocated to all manu-
Twturing ndustrics,

There is little doubt that demand will continue at a
high level. Since in many areas production is still
carried on by primitive means, there is wide scope for
mudernization, which will be facilitated by organized
technical co-operation for nitual assistance. As cement
ts the most likely product to acquire growing signi-

1

neance mentracregional trade, joint ingquiries should be
made mto problems of its production and marketing.
Finally, the region is a net importer of construction
materials, although intra-regional tride is still very
limited and conld be expanded  throneh  regional
COOperitio

JASIC CHEMICALS AND FERTILIZERS

Avids, alkalis and alts Four establishenis nr e
region fall within this sub group . one  State owned
plant in Kuwait, enguged ninmly i the production of
hydrochloric acid, chlorine, canstic soda and salt; two
jomt-stock compaies i Lebanon producing sulphuric
acid, and one having a nuxed ownership i Jordan
producimg potash salts. Production has been very
limited and a5 bargely oviented towards the domestic
market.

Regarding  inture  development plaas, the  Kunwiat
Chemicad Fertilizer Company i contemplating certam
projects for the production of ammoma, ananonium
sulphate and sulphuric acnl: in Syria, the Ministry oi
lnfﬁmtry has lwensed projects costing LS 12 miilion
during the period 1960-19%4 ; and lraq intends to invest
11D 9.43 million in sulphur extriction during the five
year Plan 1965-1969,

Dye stuffs, colour lakes and toners. Fhere are thirty-
four such establishments in the region, of which three
are in lraq, two m Jordan, eighteen in lLebanon and
cleven in Syria,

It 1903, the total output of the Iragi companies was
estimated at 307 tons of dyes and that of the eighteen
l.ebanese companies at 2,197 tons of paints

Plastics and resins. Two of the thirty establishiments
engaged in the production of plastics in the region are
State-owned  Cocated i Syriy. | he four Tragi firms
are joint-stock compantes. In Lelcaon, five establish-
tilents are jomt-stock companics aned seventeen are sole
proprietorsinps. In Jordan, there e ouly two est:blish-
ments, one o partnerstip and the other o sole pro
prictorship,

Production s nunmly intended for il consumption.
The output of the Iriqi companies in 192 was 176,596
metres of plastic pipes and 70,310 pieces of other plastic
products, mainly toys. The Lebanese imdustry has a
variety ot products; three establishments produced
49,340 pairs of plastic shoes in 1963, while the other
nineteen produced 21,751,579 nictres of various plastic
articles. 'ic Syrian industry produces handbags, bags,
house utensils, pipes, buttons. etc. In general, production
does not satisfy domestic demand for plastic products

Llastomers and rubber. Iraq has one joint-stock
company, which produced in 1962 some 16,600 pieces.
Two joint-stock companies and thirty six sole pro-
rrietorships are recorded in Lebation, producing for the
me and export markets. In Jordan, the mdustry
comprises one partnership and fifty-three sole pro-
prietorships. The Syriu industry is carried out by one
State-owned company, forty joint stock companies, and
ten sole J)roprktorshil)s, producing mainly rubber shoes
tabout 2 million pairs) and rubber soles and heels.

Many projects are contemplated for the near future,
In [raq, the five-year plan 165-1969 has allocated $1.3
million to be invested in projects at a cost of $5.6
million for the production of rubber tubes and tyres,
Jordan plans to invest J1) 500,000 during 1964.1970,
while Syria has allocated about 1.S 3.9 million during

1960-1964.
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Other basic chomicals. Attempts are being made to
penetrate the field of man-made fibres. Current projects
m Syria aim at producing nylons. Iraq intends to
allocate $%1 million for the production of synthetic
fibres in its next five-year pﬁn. In the same plan,
26.5 million i3 allocated to explosives and fireworks.
I lebanon, firewocks have long been produced. Cur-
rent ontpnt 15 sufficient to meet domestic needs. with a
sizoble export surphis that goes to Middle F.istern
countries, Uhana and Nigeria.

Chemical fertilizers  Jordan possesses rich hosphate
nnes in Ruseific producing 400 tons daily. The output
15 shipped from Xq:al)‘u and Beirut to many European
countries, Jipan and India. lebanon has oue joint

stock company  prodluemg  organic and  chemical
fertihzers
As regords nitrogenons  fertilizers,  the  Knwait

Chemical Fertilizer Company has ¢ mtracted for the
constrietion of a syinthetic ammonia unit, a urea unit,
an arneonmy sulphite mnt and o solphurie acid unit
Both Jordin and Syria have planned new projects
costing |1 93 nuthon and 1.5 94 million respectively.

THE TEXTH.E 1NDUSTRY

The relative importance of this industry differs from
country to country 1t contributes about 0.5 per cent of
the gross domestic prodict of Iraq and 6.5 per cent of
the valne added by all nunufacturing industries, ex-
chidimg petrolenm refining The number of emplovees
m 1963 was XXX or abont 77 per cent of employees
m all reemfictnring industries. ln Jordan, the valne
added amounted o J1 307,000 and the number of
employees to 1,216, In Lebanon, employnient amounted
to 8316 persons or X4 per cent of total indnstrial
employment. In Syria, although comparable fignres are
not availible, the textile industry is considered to he
one of the most important in the commtry.

Considerable differences exist in level of technology,
capacity of equipment and, consequently, productivity
of workers In Iriq, where the industry is based mainly
on lirge maodern plants, the avecage number of
employecs per establishment is eighty-five ; in Lebanon,
thirty four; in Jordan, twenty-two amdl in Syria, five.

With regard to the value added per worker, it was
1D 399 in rag or 16 per cent lower than the average
for 1l nannfacturing industries, whereas the average
annual wage was 1) 253, or about 32 per cent higher
than the general average for all industries. in Jordan,
the value added was JD 253, or 28 per cent lower than
the general average for all manufacturi industries ;
at the same time, the average wage of JD 118 was only
10 per cent lower than the over-all average.

As far as raw material supplies are concerned, 1t is
apparent that the region can be made self-sufficient in
cotton. Iraq grows its requirements of raw cotton with
a small margin for export. Jordan, however, has to
depend mainly on imports of raw cctton and cotton
yarn, while Syria and ﬁbanon, taken together, are net
exporters of cotton. The region is a net exporter of raw
wool and other animal hair, although in some cases
woollen yarn is imported—a feature that calls for con-
sidering the re-allocation of investment between spinning
and weaving. With regard to man-made fibres, the
region remains dependent on imports.

METAL AND ENGINEERING INDUSTRIES

The distinguishing feature of the metal and en-
gineering industries is the preponderance of workshops,

service and repair units, and individual craftsmen. An
ntegrated ana’ytiral comparison at the sectoral level is
tipossible because of the variation i definition, n
compatability of data from different countries even
when available, and in the nature and character of
services rendered.

According to available dati for 1963, the number of
establishments engaged in these industries in Iraq was
3,324, employing 22,192 persons, or about 19 per cent
of the total Libour force. Total wages and salaries parl
amounted to 11 3.7 million. Establishrvents are con-
centrated in and around Baghdad. An important trans-
formation has recently taken place from handicraft to
workshop or factory production. A plant for the many-
facture and assembly of water heaters is already n
operation,  while other projects are wnder stndy or
CONStrction.

In Jordan, the lust availuble retnrns, for 1989 showed
concentration nxuinly in the large cities 2l the nimber
of establistunents as %1, employing 3,331 persons. The
industry consisted fargelv of worksbops. Total valwe
added amounted to JD 616,000, or 10 per cent of value
added by all manufacturing industries. The aver
value added per worker was JD 185, compared to :::
general average of JD 191 Up to 1963, all estaMlish-
ments were sole proprietorships.

In Kuwait. the number of establishments is 943,
employing 10,134 persons, or about one-half of the
industrial Tubonr force. The majority of the establish-
ments are concentrated in the city of Kuwait and its
suburhs. Tmports of metal and engineering  products
amonnted, according to the latest figures, to KD 38
mithon,

The latest official data available for Iebanon cover
1935, The number of establishments was 397 (em-
ploying 30537 persons), of which 337 were sole pro-
prietorships and 60 joint-stock companies. Since lg'SS.
the industry has undergone significant changes. In
some cases, production is high enough to meet hocal
demand and leave a sizable portion for export,

In 1900, the number of establishments in Syria was
3488, employing 13,267 persons. Sole oroprietorships
were predominant, emploving 4,50 persons, or 67 per
cent of the total number employed in that induetry.
Partnerships numbered 362, employing 1 848 persoms :
companies and government mdermi s  numbered
eighteen, employing 325 persons. The i stry is con-
centrated in Damascus and Aleppo, with abowt 90 per
cent of the volume of employment.

The main problem facing the industry is scarcity of
skifled labour, indicating the need for vocational
training centres. In Iraq, the current five-year plan,
1963/66-1969,/70, has allocated about 11> 7 4 million for
this industry, while in i]ordal'l allocations ing 1964
1970 amount to JD o#1,000. In Syria, the Mintstry of
Industry licensed projects costing .S 20.2 -36«.
during 1960-1964.

GENERAL ENVIRONMENTAL PROBLEMS

This section deals with some of the interrelated
general problems which condition industrial
ment. The suggestion is made for the adoption of a
policy of balanced growth to stimulate simultaneous
expansion in a group of selected industrial sectors i
order to set a general cycle in motion.

Deficiency in the mechanism of financing is often due
to lack of institutional facilities for collecting savings
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v channelling them into industrial enterprises. Serious
attempts are being made to remedy this deficiency, as
ciidenced by the Knwait Savings and Credit Bank, the
knunit Fund for Arab Economic Development. and
the \rab Investment Company (in formation)

Regarding the  distnbution of  capital  investment
Letween the primary and aindustrial sectors, this will
pevessitate fimdamental structurad clinges

PLhamug has become an accepted procedure Gener
v spenking. only the natwonal plans still retlect efforts
tor development. Planning on o regional wale is yet
1 come, "uhhc investment tends to outpace private
myestment. Kegarding industrial development plauning,
two criteria seem to be employed - redressing the halance
of  payvments and improving the revenue and/or
s amizing social utility

Fhe question of co ordinating the ndustrial sector
should be carefully studied within the frimework of
senerd economic development A\ ystem of sectoral
colliborattion ny prove to he the prelinle to niore
comprehiensive  industrial  mtegration.  This  system
requires close technicil co-operation at the level of the
mdustrv within the region, both private and State-
owned.

CIFNERAL CONCLUSKONS AND SUGGFSTIONS

The overwhelming need for further industrial studies
s been clearly established. Yet some Lasic improve-
tments are pecessary i order to permit more detailed
wquirtes First, there is need for substuntial improve-
nment in the colfection of relevant data and information.
Vecurate and adequate  data should be co-ordinated
hetween the different coantries of the region. 1t will
<o prove wseful to solicit the advice and gnidince of
regional and mternational orgamzations.

There is an urgent need for a concentrated drive
towards accelerated ndustrinlization. It is still true to
sy that, with a1 few notable exceptions. wmdustrial
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activity 1s still in its inrtial stage However, considerible
possibalities for rapid ecomomic progress exist. ‘1’ here
15 a general re awakening n the Arab world The
region enjoys considerable geographic advantages and
an ample manpower supply, but Licks certain types of
shill, troming and experience Human resonrces have,
therefore, to be ad:insted throngh trmnimg to develop
ment requirements  Also, there 15 the (Linger of over-
speciahization or of a too warrow approach to practical
aspects of development There is an urgent need to
encourage the rise of a class of techmo-econonnsts

The shortuge of small entrepreneurs 15 conditioned
by the relitionstip of the pubhic and private sectors,
An active policy of encouragement shonld be pursued
and practical mensnres adopted to hielp the rise of new
enterprises,

Industrializition will mevitably give rise to the lnghly
complex problent of wrbimzation  \ttenmpts at resolving
this problem. ot the mations] or regional level must
mvolve an adequate degree of plannmg, preierbly m
a regional context, m order to oo duplication and
promote greater specializition. The establishiment n
Kuwait of a rew United Nitions lustitnte of Planning
angurs well for a successful promoton of regional plan
mng. Some experience has already been gained in
co-operation at governmental level under the auspices
of the League of Arah States. A similar influence is
also exercised through the General | 'nion of the Arab
Chambers of Conmnerce, Industry and Agixultive

What has not heen attempted vet 15 co-operation at
the sectoral level, bused on the direct oromotion of the
nmatuwal anterests and reciprocid benefits of those who
collaborate in any co-operative undertaking. AFRASEC
has aequired considerable experience m the snccessfnl
faunchimg of sectoral co operation at the Afro Asian
level. 1t is loped that this Confercnce may provide the
occaskn to examine and nmiake appropriate recom
mendations concerning  this very  effective type of
CO operation

6. Croation of on ireon and stoel industry in the Arsh countries

This paper investigates the possibility of establishing
«niron and steel indwstry in the Arab countries.

In the developed countries, the average per capita
vornmption of steel is of the order of Kﬁk( per year,
while m the developing countries the average is of the
order of 20 ky (see table 1). In order to fill the gap,

¥ Paver presented by the Umion of Arah Fngineers

the Arah conntries will need to take action with a view
1o establishing an iron and steel industry

With the exception of the ol producing conmtries.
Arib countries suffer from a lick of sufficient financial
resources. Moreover, exports o not provide the neces-
sary foreign exchange which is a prerequisite for the
execition of development projects

Table 1. Aggregate snd por capite stesl consumption in seme Arsd countries

Eitiwur d
Totel ananal concumption Por capi(a consumptron «uu's::vpm
(thousand sums) ’»{ulao;wu _ o Ufi)_ o ‘”‘Iiﬁ‘of‘“
Coumtry 1941 1982 1963 (lln“wu)' 1vel 1962 Iila;i‘ i‘l:r:‘:itff ) “_’-.”_-_
Algeria %2 213 7 117 k74 21 20 % 05
Moretco 12 171 171 13.2 13 i4 14 14 188
Tunisia . 79 9% 91 46 1 22 20 20 92
United Arabd i
Republic 373 474 49 25 14 13 16 14 415
Irnq . . 265 276 169 72 3 40 25 34 245
Lebanen . . . 192 161 211 17 113 95 120 109 185§
Seudi Arabia 123 109 1S 75 20 17 18 18 126
Syris . .. 101 151 103 55 y. )] X 20 2 138




A number of Arab countries have established iron
and steel industries on the basis of available raw
materials and labour force. The industries have ex-
panded according t0 the requirements of Jocal markets.
A brief summary of the position in the different Arab
countries is given below

United Arab Republic

The iron and steel industry in the United Arab
Republic hias passed through several stages.

First, after the Second World \Var large quantities
of scrap were accumulated in the western desert. This
scrap constituted the basic raw material for the estab-
lishinent of an iron and asteel industry. Three plants
were set up during 1948-1949 for the production of
reinforced steel. The productive capacity of the three
plants was 60,000 tons in 1952 ; by 1964 it had reached
200,00X) tonms,

After the revolution, a study was made of the feasi
bility of establishing an iron and steel plint in Aswan,
where large quantities of iron ore had heen discovered.
A plant with a capacity of 2%0,000 tons per year was
estahlished. Later the plamt was expanded by the adli-
tion of several units. Recently an agreement was con-
chided for the purgon of raising the productive capacity
of the plant 10 1.3 million tons per year.

Another plant will he established in Aswan for the
production of 300,000 tong of reinforced steel bars per
year: this plant will make use of the electricity gen-
erated from the High Dam. as well as the iron-ore
reserves of A\swan

Plans have heen nuide for the estublishiment of an
iron and steel plant in Alexandria with a productive
capacity of 2.5 million tons of steel blocks per year
In the first stage, the plant will produce steel sheets of
2,300 mm width, which will be used in the construction
of ships and boats. Provision has been made for the
addtion of a wnit for rolling wire, which will be con-
structed during the third plan period.

Morocco

A stidy hus been undertaken to assess the economic
and techiical feasibility of establishing an iron and steel
mdustry im Morocco to meet the domestic market
requirements for iron and steel products. A plan was
drawn up calling for the establishment of sich an
industry within a period of three years, 1965-1967. The
plan, however, has not yet been mplemented.

Lebanen

There are tw. iron and steel plants in Lebanon, the
production of which depends on scrap mehing. Both
plants have a productive capecity of 60,000 tons a year
of reinforced steel bars. An expamsion programme is
heing drawn wp to increase the productive capacity to
12'5‘,500 tons per year in the first stage and 130,000 tons
a year in the second stage The launching of this
programme, however, depends on the availability of
scrap in the country and on the future policy of the
State in regard to an increase in customs duty on
imported reinforced steel bars

Saudi Arabie

Saudi Arabia has recently contracted with a foreign
firm for the establishment of a steel plant to produce
JO.000 tons a year of round and light reinforced steel
bars. Production will be based on melting scrap iron.

Industriasl development wn the Arsh counirivs

The plant will be located 1 Jeddan, adjacent to
the port.

Ireq

A contract lis been conclisded for the establishment
of an iron and steel plant which will depend on melting
scrap iron. The expected annual productive capacity is
some 200000 tons of light, medium and heavy re
inforced steel bars

unisa
An agreement was recently made to establish an
integrated iron and steel plant in the Manzil Bourkiba
city for the production of 150.000 tons of light and

medium section reinforced steel bars per vear. The
construction of the plant is in progress

Algerw

I'he Algeriar Government owns an iron and steel
plant under the name of Acieries et Laminoirs d'Oran
(ACILOR), which dcy:mls on scrap melting, with a
productive capacity of 28,000 tons per year.

In 1964, plans were drawn up for the establishment
of an integrated iron and steel plant, to be executed in
three stages:

In the first stage, a number of units to be established
for the preparation of iron ore, and the production of
pig iron;

In the second stage, a umt to be added for the
production of steel blocks

In the third stage, « unit to be added for the produc-
tion of rolled wire,

The plant was scheduled to begin operation in 1968,
upon securing the necessary water supply and electric
power. Annual production is estimated to be abowt
2.7 million tons.

The plant will nmeet all the requirements of the
construction  sector, especially for urban dwellings.
Requirements for rural dwellings, however, will not
substantial. A need will thus arise for export outlets
during the coming five years, since the domestic con-
snmption will absorb only a minor portion of the sotal
outjan.

Provision has been made to ex‘::d the odlth"n

capacity to 2 million tons of steel ks and 2 million
tons of wire annually.

Libya

Libya has large its of iron ore with 44 per cent
iron content. In 1964, a small plant was established n
Tripoli for the production of reinforced steel bars.

Svria

A government project fur the establishment of an
iron and steel industry is under study. In the first
stage, the plant will have an annual capacity of 65,000
tons of reinforced steel bars, with plans to increase
capacity to 120,000 tons at the end of the second stage.

Jordan

A project has been drawn up by a local commereial
company in Amman for the erection of an iron and
steel plant bused on scrap melting with an anmal
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capacity ranging bhetween 30000 and 40.000 tons of

reinforced steel bars.
A wnait

\ project tor the establishment of a steel plant is
nider study. This project will he execnted by a private
commercial company and will be bused on scrap melting,

Annual production i3 estimated at some 40,000 tons of

hght reinforced bars.

F'ROSPLOTS FOR THE CREATION OF AN IRON AND STFFI
INDUSTRY IN THEF ARAR COUNTRIFS

Table 2 below shows the sources and reserves of ron
ore n the \rub countries

Table 2. NMources and reserves of iron ore in (he Arad countries
(million metwic tons)

Iron ore Component of irom n the ore
Road ] Torel -
Ready for ‘ Dlr"r:‘f;': RE-chve 'f:w Y l‘:r:;r: I:V““:t Efecti.

Comnitn Mipment ore reserves  thipament ory dicover-d  reserves Totar
o . 1 : 3 ‘ 5 s g 647
\lgeria 140 - 758 758 - 7%

United Arab

Republic 25 2% 100 o 6 1ne
Mororeo 25 43 120 138 221 RENY 56.2 921
T univia 18 1 20 99 0nn 103 110 25
Suden 35 — 33 218 - 213 218

Scrap irom s accimulated mostly from the disposal
of the mechanical and engineermg industries. Asmming
thit the annwal per capite scrap disposal n the Ara
countries is 4 kg, the total quantity of scrap accumulated
each vear will be abowt 000 toms.

Fuel is used in various forms : liquid, solid or gaseows.
Fahle 3 shows the production and reserves of matural
gits 1 the Arab countries.

Table 3. Produetion and rvenerves of gas Im 1981 (1,008
million cubie foet ot 00° Fahrenbeit and 13.00 poundn
per nguare ineh prosewre)

Loty Prodiction Resert ¢

Vigeria K1 0.600
raqg 2% 22.%9
Sawdi \rabia 25 p X
huwarn 278 33,600
Libva 4 3,700
Datar ] 7,58
Neutral sone 24 2,000
Abu Dhabt - 3,000
Far ( \rab coumtries) 933 141,790
Peral United States of America  13.7% Pl ]
Lo wosm _]l—.9l.i m,’;

7. The fching industey

The Arab coumtries burdering the oceama and seas
from the Atlantic Ocean to the Gulf have httle or mo
ramfall, and suffer from shortage of land under
cultivation and pasture for cattle breeding-—-the main
~ource of protein food. As a result, most of these cown-
tries, including Egypt. are ¢ lled to wnport large
quantities of meat. Although tl: coasts surrounding
these countries are well stocked with fish, the produc-
tion and consumption of fish is small.

In our present study, we shall confine ourselves to
the problems of sea Ashing. In the case of river and
like fishing, each Arab country has its own ial
features, and it would comsequently be difficult to
generalize 1in thut area.

“ Paper presented by the Union oi Arab Lingineers.

The iron and steel industry requires technicians and
managerial skills, as well as specnlists in production
methods. 1t also requires training progrimwnes at
various levels. Steps showdd be tiken to provide the
necessary tramning.

The establishment of an iron and steel ¢ x
requires considerable capital outlay. At the same tume,
the long time span required to hring the project to
completion discourages private investors from sup-
porting industrial ventures of this type

Outlays in both domestic and foreign currencies will
he necessary, the requirements for domestic currency
representing 40-45 per cent of the total

The advanced countries are, however, interested
financing vemtures of this type through the extension of
short- or long-term loans, though hearing a high rate
of interest.

The establishment of an iron and steel industry ales
requires mfrastructure facilities, which must he provided
by the public sector in view of the heavy capstal invest-
ment involved.

in the Areh coumiries’

Some considerations which arise in comnexion with
the explottation of the fishing imdustry in Arab coun-
tries are stated below.

The ﬁshin% grounds are located at some distance

from ports. To exploit them, adequate equipment is
reqnired, namely, motor boats, modern fishing nets and

facilities for the maintenance of such equipment.
Fishing ports are generally located at sore distance
from the marketing and distribution centres. Hence,
adequate transportation and preservation facilities are
required.
There is a ~hortage of n.cn trained in modern nishing
methods.

There is> a lack of factories for the treatment of fish







EFEE]
= FEEE :

i m—m—muum»w

*




50

Industrial development in the Arab countries

in_excess of consumption, that is, for preservation by
refrigeration, drying, salting, canning or smoking,
The majority of people in the Arab countries have
a dislike for fish as a food source.
Scientific research on fishing wealth is required and
should be developed on a modern, scientific basis.

CO~0PI~1R:\TIVE ASSOCIATIONS

In most parts of the world, Governments have taken
steps to regulate the fishing industry and have en-
couraged the formation of co-operatives to protect and
assist fishermen. A further purpose of co-operative
associations is to provide fishermen with loans and
fishing tackle at the lowest possible prices. In return for
those services, fishermen undertake to market their
catch through co-operative associations which arrange
to sell it at the best possible price. Out of the sale
proceeds, co-operative associations recover the loans
extended to fishermen.

Governments of those countries grant co-operative
associations loans at low rates of interest as a measurc
of encouragement and a stimulus to the formation of the
associations.

The purpose of co-operatives may be stated as
follows: assistance in the acquisition by fishermen of
hoats and fishing-tackle ; provision of loans to applicants
to permit purchase and repair of fishing boats and
equipment; organization of the marketing of fish;
construction of refrigerated warchouses for the pre-
servation of fish, and ice-factories to supply fishermen
with their requirement of ice : transportation and export
of fishing products; development of facilities for salting
or preserving fish; raising the social standards of
fishermen, instituting a provident fund, insurance
against sea risks, labour accidents and unemployment,
provision of pensions in case of incapacitation from
work, and payment of benefits to families in case of
death.

IENCOURAGEMENT OF THE FISHING INDUSTRY

To enable Arab countries to develop fishing opera-
tions along their coasts and to encourage the exploit-
ation of their maritime wealth, it is recommended that
a department or organization be established to exploit
sea wealth. The purpose of such a body would be the
promotion of all activities related to the development
of those resources, increasing production and initiating
new industries for the treatment of fish throngh different
methods of preservation,

The department or organization would sy rvise and
encourage the auxiliary bodies concerned with the
following activities :

Establishment of hydrobiological research institutes, and
the study of ail aspects of sea life and its pro-
Creation;

Issuance of laws for the preservation of sea wealth and
determination of fishing seasons;

Preservation of fish by different methods, such as
refrigeration, canning, salting, smoking, drying, etc.;

Construction of fishing ports and dry docks for repair
work and provision of ice-factories, fuel tanks,
drinking water supplies, refrigerating stores and
warehouses for the preservation of fish ;

Construction of fishing ships and fleets and requisite
equipment ;

Formation of co-operative associations for fishermen
for the extension of loans for the financing of fishing
boats and other similar services ;

Organization of wholesale fish markets ;

Establisliment of schools, training centres and colleges
for the training of persons engaged in fishing and
various allied industries,

Although a number of Arab countries have instituted
all or some of these auxiliary facilities, they are dis-
tributed among the various government administrations
and ministries. This renders co-operation among de-
partments difficult and hinders efforts towards the
development of sca wealth. It would be preferable to
have these departments grouped under one ministry,
preferably the Ministry of Agriculture, which is the
most directly concerned.

The building of large fleets for deep-sea fishing is a
costly operation. However, fishing fleets operate in
areas abounding with fish; consequently, the return on
the investment is usually more than sufficient to cover
costs provided the fleets are efficiently operated.

Nevertheless, it is reconmended that the Arab coun-
tries avoid embarking on projects of deep-sea fishing
before exhausting the fishing possibilities and resources
along their coasts which, as previously stated, are
great and remain unexploited.

To study the economic aspects of fisheries in the
Arab countries, it is necessary to secure from each
country the following data :

A topographical map of the sea-bottom along the coast;

T,\;‘pe of fish living along those coasts, and the amount
ished annualiy ;

Meat and fish consumption, and the (uantity imported
annually ;

Average price of ice and diesel fuel :

Availability of refrigeration space throughout the coun-
try, and fish storage fees :

Availability of railroad refrigeration facilities and cold-
storage trucks;

Laws relating to the fishing industry, co-operative
associations, the individual Tabourer and the immig-
ration of fishing hoats and crews :

Laws relating to profits realized on the investment and
repatriation of foreign capital ;

Laws and regulations governing fish markets ;

Data relative to weather prevailing on the local coasts:

System of wireless communication with ships at sea:
Pricing policy for fish. especially with a view to

reducing costs and enconraging daily consumption by a

large proportion of the population.

CO—OPF.R.\T!ON AND INDUSTRIALIZATION IN RESPECT OF
THE FISHING INDUSTRY

The exploitation of fishing possibilities along the
Arab coasts, the discovery of fishing grounds, research
and preliminary studies, ‘construction of fishing fleets,
training of men and crew, construction of fishing ports
and facilities, organization of fish markets to meet
sanitary standards and the creation of a network for
the haulage of fish by cold-storage trucks are operations
requiring facilities and financial resources that may not
be within the means of a single Arab country, This
may well be the reason for the delay in the exploitation
of the fishing wealth that abounds along the Arsh
coasts.
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It is believed that co-operation among Arab countries
in the field of fishing and the industrialization of this
trade is a necessity in their common interest.

The principal advantages of such co-operation are:

Fconomies of scale in the search for fishing grounds,
which can be achieved Ly collective action ;

l.conomies in the establishment of schools, institutes,
and training centres, which could not always be
justified on economic grounds in individual countries;

Economies in the building of fishing fleets in collectively
owned shipyards built in accordance with a unified
design ;

Organization of fish marketing operations among
different Arab fish markets;

Establishment of a joint wireless network to contact
fishing boats and ships at sea and to extend assistance
to them in case of emergency.

NCIENTIFIC RESEARCH

It is suggested that the Arab League, in conjunction
with the l‘good and Agriculture Organization of the
United Nations, be entrusted with the formation of a
research council dealing with sea wealth. The council
should include scientists and research workers from all
the Arab countries and should be responsible for
undertaking the necessary scientific and practical
studies along the fishing coasts of the Arab countries.
However, this does not exclude the possibility of
individual Arab countries gathering data locally or
making appropriate studies in their local areas. The
adoption of this proposal will enable the Arab countries
to realize considerable economies and at the same time
to take important steps towards the achievement of
unity in scientific research on fishing wealth.

A fishing research council should be formed com-
prising the necessary committees for planning and
research; it would be responsible for co-ordinating the
work of the committees.

The proposed council could be divided into seven
principal committees:

Research committee for sea-bottom topography and
preparation of coastal maps. The duty of this committee
would be to study the demands of the member States

for topogruphical research of the sea bottom and for
the drawing of the respective maps.

Biological research committce. This committee would
be concerned with the study of fish assembly, move-
ment and migration, including a study of the various
routes followed during migration, and the breeding
habits of the different kinds of fish, shells, sponges and
jelly fish.

Committee for the improvement of fishing tackle.
This committee would study fishing equipment and its
improvement, as well as methods of modern fishing,
including fishing with the aid of electric light, with
trawl-nets in medium-depth water, decp-sea fishing, etc.

Conmmittee for ships and motors. An enginecring
committee would be responsible for the elaboration of
standards; its duty would be to unify the specifications
of boats in accordance with standard specifications
within the narrowest possible liniits, and to study the
possibility of building such craft and engines in Arab
countries on a large scale and at a lower cost.

Committee for the study of fishing ports and fish
markets. A specialized enginecring committee would
nndertake studies and draw up plans for the construc-
tion of fishing ports along the coast of Arab countrics:
its duties would comprise the selection of convenient
locations, measurement of sea depth, and elaboration of
long-term plans for the construction of fish markets,
as well as the study of protective means against fish
slaughter on the coasts of the Arab countries, in the
straits, lakes, salines and lagoons.

Fish technology research committee. This committee
would conduct research and studies aimed at the pre-
servation of fish by refrigeration, cold storage, drying,
salting or canning, etc.

Research committee on wastes. This committee would
study waste products discharged by factories, run-off
from agricultural land containing a high percentage of
poisonous insecticides, and discharge from factories
and merchant ships. In Egypt it was found that fish
previously abundant in rivers had disappearcd as a
result of the increased use of insccticides in recent
years, particularly in areas adjacent to industrial plants
erected along the sea coasts and wherever there was
constant contamination by noxious waste matter.

8. The Arab potash project®

During the period 1835-1930, a number of European
and American companies carried out studies on the
possibilities of exploiting the Dead Sea minerals. In
1930, the Palestine Potash Company was established
on the northern coast of the sea to produce potassium
and other minerals such as bromine, magnesinm and
their derivatives. Production of the company reached
$50,000 tons per year.

However. owing to lack of suitable land at that
location for the construction of additional pans to
lucrease the productive capacity of the project, the
Pilestine Potash Company ﬁxilt pans on the southern
end of the sea, and production rose in early 1948 to
120,000 tcns of potassium per year.

Later, as a result of the Arab-Israeli conflict in 1948,
the company’s installations on the northern end of the
Dead Sea were demolished and operations at the
southern end were suspended.

S Paper presented by Jordan.

In 1953, the Israel authorities established the Tsraeli
Potash Company, which rebuilt those installations and
expanded the pans on the southern end, thereby raising
annual production to 180,000 tous by 1963. At present,
the company is building pans in the sea with the pur-
pose of raising annual production to 600,000 in 1965
and 1 million tons by 1970.

Jordan regards the Dead Sea minerals as an impor-
tant national asset and a vital factor in the development
and economic prosperity of the conutry. With a view
to exploiting that asset, the Jordan Government, in
co-operation with the United States operations mission,
retained the American Chemical Construction Cor-
poration to carry out a technical and economic feasibility
study for establishing a potash plant at the northern
end of the Dead Sea at the site of the Palestine Potash
Company’s project.

In 1954, the company submitted its report, recom-
mending the establishment of a project for the produc-
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tion of 70,000 tons of potash per year. It also recom-
mended the establishiment of a pilot project to review
available data left by the Pulestine Potash Company to
determine the most appropriate method of potash
extraction and processing and to collect information
required for the design of the plant.

On the hasis of those reconmmendations, tie Jordan
Government, together with some of the member States
of the Arah League, established the Arab Potash Cony-
pany in accordance with articles of association dated
21 June 1956, with an authorized capital of JD
4,501,000 divided into 900,200 shares valued at ID 5§
per share. Jordan, the United Arab Republic, Iraq,
Sandi Arabia, Syria, Lebanon and the Arab Bank pur-
chased a total of 200.200 shares, valued at JD 1,100,700,

as follows:

No. of shares Palie (JIy
Jordan 100,000 500,000
United Arab Republic 25,000 125,000
Iraq . 25,000 125,000
Saudi Arabia 25,000 125,000
Syria 12,500 62,500
Lebanon . . o 12,500 62,500
Arab Bank lid., Anunan . 200 1.000

Jordan granted the Arab Potash Comnpany a conces-
sion for 100 vears to exploit Dead Sea salts and
minerals,

The area covered by the concession, adjacent to both
the southern and northern ends of the Dead Sea,
covered 80 square kilemetres. Jordan exempted the
company from customs duties aid other fees nsually
imposed on imported equipment, machinery, trans-
portation facilities, building materials and other com-
modities which the company might need for the estab-
lishment of the project or its expansion. The company’s
profits were declared cxempt from income and social
affairs taxes for five vears, beginning from the date of
commercial cxploitation of potash, and from 50 per
cent of those taxes for two successive vears, after which
the company would be subject to full taxes. Consultants,
engineering and construction companies, and experts
working for the Arab Potash Company, were to be
exempted from income and social affairs taxes, as well
as from the profit tax on their income from the Arab
Potash Company,

The Arab Potash Company built the pans and the
pilot project in 1959-1960 in accordance with the
recommendations of the American Chemical Construc-
tion Company and conducted studies and experiments
*on two methods of processing potash under the super-
vision of German and American experts, namely, the
hydrocyclon and floatation methods.

It was established as a result of the experiments made
on the hydrocyclon and floatation processes that the
hydrocyclon process was not suitable for the separation
of potash from sodium chloride owing to the similarity
of the size of the crystals. The hydrocyclon process is
based on the separation of crystals of different sizes.

After the completion of experimental work, the Arab
Potash Company selected the Western Knaﬁp En-
gineering Company of the United States, on the basis
of international tenders, and signed a contract with the
company on 10 September 1961. The contract covered
an economic and technical feasibility study of the pro-
ject, preparation of fina! designs and specifications for
1ssue of tenders for the construction of the pans, and

* accepted the proposal.
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the supervision of construction ani operation of the
project.

In May 1962, Western Knapp Iingineering submitted
@ report on the economic and technical feasibility of the
project, in which it recommended establishment of a
project in the southern part of the concession area, it
Ghor Safi, with a capacity of 250,000 tons per annuim,
to be increased to 500,000 tons (as compared with a
capacity of 70,000 tons envisaged in 1956, when the
Arab Potasli Company was founded) in order to enable
the company to market its cutput at competitive prices
The total estimated cost of the project was approxi-
mately 11D 10 million.

After study of the \Western Kna op  Engineering
report on the economic and technical ‘[ensibility of the
project, the Arab Potash Company instructed the firm
to proceed with the second stage and prepare detailed
designs and specifications fer the plant and pans.

On 15 September 1962, the Araly Potash Compuny
issued international tenders for constructionn of the
pans. On 19 January 1963, five intemational companies
submitted offers at prices ranging from JD 3.5 to
JD 6.5 million. Tt became evident that this variation in
bidders’ prices was due to inaccnracy in the technical
studies submitted by the consultants, and failure to
conduct a topographical survey of the area prior to the
preparation of the final designs. Consequently the Arab
Potash Company cancelled the tenders and requested
the consultants to revise the designs and specifications
and submit revised information to bidders as a hasis for
the submission of new offers,

On 8 April 1963, Arthur G. McKee (now owner of
Western Knapp Engineering Company) submitted a
proposal indicating its readiness to construct the project
and undertake management and marketing operations,
as well as to secure the necessary additional capita!
from French sources. The Arab Potash Company
However, after studying and
discussing the various aspects of the offer submitted on
6 July 1963, it was found unsuitable on the basis of
high cost and non-compliance with the conditions,
guarantees and technical studics. A. G. McKee was then
requested to revise its offer to lower its cost, and submit
adequate guarantees, whereby it would assume full
respousibility for all parts of the project.

On 18 October 1963, A. G. McKee submitted a
modified offer including detailed designs and speci-
fications for the plant. The proposal was found incom-
plete, as A. G. McKee excluded a section relating to the
pans. As a result, the Arab Potash Company decided to
reject the offer and to restrict the scope of work of
A. GG. McKee to technical consultation services, as
stipulated in the contract, In addition, the Arab Potash
Company instructed A, G. MeKee to expedite the com-
pletion of designs and specifications for the pans.

In view of the continuous recession of the Dead Sea
waters and the increase in the proportion of waste
resulting from returning the excess waters from the
Israeli pans into the sea, the Arab Potash Company,
for a period of five years, will have to bring the water
from the Lisan area to the pans. This calls for the
construction of a canal at a cost of $6 million, Experts
from the International Bank for Reconstruction and
Development (IBRD) advised that it would be neces-
sary to add the cost of the canal to the preliminary cost
of the project and then re-examine the project’s eco-

nomic feasibility.
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According'v, the consulting firm revised the designs
and specifications and proposed transfer of part of the
pans to the Dead Sea to offset the need for the greater
part of the proposed camal. The revision of designs
required further soil investigations and surveys of the
new site, As a result of the floods which occurred in
the winter of 1963, the consalting finn was also
mstructed to consider necessary measires to protect the
pans against similar future floods. On 30 March 1964,
the consulting engineers submitted  designs,  speci-
fications and tender documents for the construction of
the pans. However, it was again found that the designs
and specifications did not cover all necessary technical
iletails Furthermore, the consulting firm placed respon-
sihility for certain works assigned to it on the con.
tractors. The conditions and terms of the tender docu-
ments were unsatisfactory and resulted in raising the
vost of the project, thereby discouraging contracting
tirms from participating. Consequently, the  Arab
Potash Company instructed the consulting firm to
review the technical studies it had made and to reduce
the cost of the project.

In early 1965, the Arab Potash Company signed a
contract with the American consulting company, Jacobs
Engineering. to review the studies and specifications
prepared by Western Knapp Engineering. Jacobs
Fngineering submitted a report in which it recom-
mended raising the productive capacity of the plant
from 230,000 to 500,000 tons per year. It estimated
the total cost of the project at $70 million—$55 million
for the plant, pans, and dykes : $5 million for the town
site; and $10 million for the construction of the Safi-
Aqaba road. The preliminary report submitted by
Jacobs Ergineering proving the economic feasibility of
the project was revicwed and stndied by the Arab
Potash Company and the Jordan Government together
with representatives of IBRI) and the United States
Agency for International Development (USAID). it
was decided to entrust Jacobs lingineering with the
task of preparing detailed designs and technical speci-
fications for the project. The project is expected to he
completed by early 1966.

The articles of association of the company and its
internal regulations stipulate that the 700,000 out-
standing shares at a nominal value of J1) 3.5 million
should be issued for public subscription in Arab mar-
kets, Any unpurchased shares would be bought by the
Arab organization if it is established. otherwise the
Arab Governments will underwrite these shares in
proportion to their contribution to the Arab l.eague
budget.

In 1962, the Arab Potash Company launched an
extensive publicity campaign in thc Arab countries to
attract public subscription and, as a result, the value of
stock held by the public rcache((i)ool D 225 million,
including the amounts of JD 125000 and JD 50,000,
subscrihed by the Governments of Kuwait and Qatar
respectively. This brought the vilue of shares sold,
including founders’ shares, to J1D 3.25 nillion.

Consequent upon the increase in the cost of the
project to over JD 10 million from the estimated cost
of D 4.5 million, and as the share issue was not com-
pletcly taken up, the Arab Potash Company endeavoured
to secure the necessary financing from Arab and foreign
Governments and from national and international finan-
cial institutions. Loan applications were submitted to
USAID, IBRD and the Kuwaiti Fund for Arab Eco-
nomic Development. Memoranda were addressed to

non-subseribing \rab League member States, urging
them to participate in this economically vitul project.
A5 the response was not favourable, the Arah Potash
Compiny was compelled to seck contracting tirms to
constrmet. and finance the project on a credit basis,
whereby the principal would be repaid in annnal instal-
ments, starting after the commencement of production.
However, the short-term mature of commercial loans
and the conditions associated with such loans rendered
this approach to financing the project inpracticahle.

In view of the importance of the project to the Jordan
cconomy, the Jordanian Government then approached
1BRD and USAID with a request for assistance in
financing the project. ciphasizing that the economic
feasibility of the project had been estiblished by recent
studies conducted by Jacobs Engincering. These insti-
ttions expressed their williguess, in principle, to
contribute to financing the project in accordance with
a fimancial plan to be drawn up after tI  completion of
design and technical specifications, 1BRD deemed it
advisable, in the interest of the project, that an indus-
trial consumer of petash with adequate experience in
technical, managerial, and marketing aspects in this
field participate in the project. Acrordingly, a number
of qualified firms were requested to submit offers to
participate in the project, Negotiations are now in
progress with the IMC company.

In the past, the potash-exporting countries of western
Knrope have been able to control the marketing of
potash throughout the world (excluding the USSR,
eastern Europe and mainland China). However, more
recently, North American countries have entered the
export market as a result of the establishment of a
number of potash companies overseas. In the future,
the Middle East countries are expected to establish a
positon among the potash-exporting countries, par-
ticularly in the area east of the Suez Canal,

The Arab Potash Company has come to the conclu-
ston, as 1 result of extensive marketing stndies, that it
could sdl its product in many markets. Jordan enjoys
a favourable geographical location in view of its proxi-
mity to the potash-consuming centres in the Near and
Middle East. the Far Fast, and Scuth-Fast Asia. These
arcas constitute natural outlets for Arab potash.

While studies have not been made on commercial
conditions in African countries, it is belicved that a
niarket could be developed in those countries under
normal competitive condition:.

As regards the marketing of Arab potash in western
Europe and the United Kingdom, which fall within the
sphere of influence of the European potash cartel, the
Arab Potash Company will undoubtedly encounter
difficnlty in marketing significant quantities in those
markets unless «n agreement is concluded with the
cartel, as was donc in the case of the potash company
in the ocenpied part of Palestine.

The price of one ton of Arab potash 60 per cent
pure K2O fob Aqaha is cstimated at $32. Cost of
production and transportation to Aqgaba is estimated at
$17 per ton. On this hasis annual profits to the Arab
Potash Company on a production of 500,000 tons wonld
he about $7.5 million, in addition to the advantages of
creating employment opportunities aud securing a man
source of foreign exchange.

The Jordan Government considers the Arab potash

project one of the most important development projects
in the kingdom and therefore gives it lugh priority in
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the seven-year development plan. The project will
increase national exports considerably, Potash exports
will constitute 20 per cent of Jordan’s commodity
exports in 1970. In addition, the project will contribute
to national output and employment and will have,
directly and indirectly, favourable effects on other

sectors of the Jordan economy.

For these rcasons, the Government is s ring no
effort to secure the nccessary financing to implement
this vital project. It is expected that production will
start by 1968/69, and reach 500,000 tons by 1970,

9. The food industry in Syria®

The volume of production in the principal food indus-
tries in Syria has almost doubled during the last decade,
notwithstanding the fact that production decreased

during the years of drought from 1957 to 1959,
Reference may be made to tables 1 and 2 below.

Table 1. Index of production of food industries 1956-1984

(1956 = 100)
Year 1956 1957 1958 1959 1960 1961 1962 1963 1984
Index 100 98 115 79 138 150 157 173 190
Table 2. Production of principal industries 1959-1964
(Volume is in metric tons, except for beer cwhich is in hectolitres)

.B.’J.‘:i 1989 1960 1961 1962 1963 1964
Sugar ......... .. 61,064 69,631 71,720 76,876 83,454 78,341
Cottonseed oil . 14,148 15,148 15,648 16,022 20,833 26,852
Canned foods . ... 2,682 2,982 3,000 3,308 3,703 3,746
Chocolate ... .. . 777 800 820 840 925 579
Macaroni .. .. ... 2139 2,139 2,139 1,868 2,373 2,462
Biscuits . 821 821 81 869 1,415 913
Beer . .. .. ... 14,510 18,290 19,630 24,500 26,240 26,640
Olive ofl ... ... .. 10,100 18,621 20,447 15,093 25,512

The principal food industries in Syria are set forth
below, .

Flour. This industry has not received adequate atten-
tion in the past, even though it is one of the most im-
portant food industries in tﬁc country. Originally Syria
depended on small flour mills run by hydraulic power,
More recently, mechanical flour mills have been estab-
lished by private individuals in various parts of the
country, especially in Aleppo, Homs and Damascus.
Following the issue of decree No. 29 of 25 November
1962, under which mechanized flour mills were attached
to the Cereal Office, the authorities undertook a study
of those mills with the help of local and foreign experts.
The purpose of the study was to obtain information
regarding assets, technological conditions, production
process, capacity and quality of the product of these
mills. The purpose of the study was to permit the
hecessary measures to be taken to improve and increase
production in accordance with the requirements of the
country,

The study showed that the total productive capacity
of the mills was barely sufficient to meet | con-
sumgnion. In addition, the Cereals Office made estimates
of Syria’s needs for flour on the assumption of a 10

¥ Paper presenied by Syria.

per cent annual increase in the rate of consumption.
As a result of the study, it was decided to retain the
ten most efficient flour mills, to modernize and expand
them and tc discontinue the operation of the remaining
fourteen mills. It was also decided to establish five new
flour mills in various parts of the country, with a total
daily capacity of 600 tons of flour.

Bread, With a view to improving the quality of
bread the Ministry of Supply imposed specifications
and health conditions relating to both the equi t
and the technique of making bread. However, bread-
making has not yet reached the desired standard. Con-
sequently it was decided to establish several modern
bakeries in various (ities. Offers for four bakeries have
been received and are being studied.

Cottonsecd oil. The great expansion in the cultivation
of cotton in recent years has resulted in the develop-
ment of a vegetable oil industry which at present is
confined to the extraction of oil from cottonseed and
refining it to make it edible. This industry provides an
important source of income and its expected to continue
to expand with the continued expansion in cotton

cultivation and the increased consumption of cotton-
seed oil.

Table 3 shows that the local consumption of cotton-
seed oil has almost doubled in the past five years, while
production and exports have also increased consistently.
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Table 8. Production, consumption angsgxpg;u of cottonseed and cottonseed oil,
-19

(In metric tons)

Crop Production of Cottonseed Cottonserd il Oil Local
vear rottanseed il crported processed produced cxported consumption
1960 . 156,000 34,900 121,100 15,148 3.230 11,918
1961 : 168,000 37,700 130,300 15,648 2,775 12,873
1962 . 198,000 57.200 140,800 16,022 434 15,578
1963 230,000 58,200 171,800 20,833 2471 18,362
1964 233,000 28,070 204,930 26,852 4,086 22,766
1965 o . 252,000 18,760 233.240 31,000 12,804 18,196

The fall in the export of oil in 1962 was due 1o two
reasons: the rise in the export of cottonseed and the
rise in the local consumption of oil. In 1965, however,
a large quantity of oil was exported as a result of the
increased production of olive oil. which was partly
substitited for cottonseed oil.

It is expected that local production of cottonseed will
increase by about 10 per cent annually. Accordingly,
the value of production of cottonseed in 1970 is
estimated at about LS 100 million. In view of the
importance of this industry to the mational economy,
the Government has found it necessary to nationalize it.

At present, there are seven factories in Syria for the
production of vegetable oils which concentrate on
pressing cottonseed in addition to a small quantity of
copra. These factories differ greatly with respect to
capacity and technical efficiency. Three factories in
Aleppo ~rovide ahout 80 per cent of productive capacity,
while the four factories in Damascus., Homs, Hama and
Latakia contribute 20 per cent.

The Syrian cottonseed oil industry faces a number of
problems: low productive capacity of certain factories ;
absolescence of a large part of the machinery; inade-
«uacy of some equipment and great differences between
the capacities of the various productive units within a
single factory.

A study of cottonseed oil plants was undertaken by
a technical committee at the request of the General
Organization for the Public Sector. The committee
reported that considerable losses were incurred from
the use of obsolete presses and the defective preparation
of cottonseed.

On the basis of this study, the authorities concerned
decided to implement the following measures to improve
and expand the industry: discontinue production in
two of the small plants, using one of them for refining
only; improve and expand the three plants in Aleppo
by supplying missing equipment and replacing old
presses, and establish a modern plant with a daily
capacity of 500 tons of cottonseed.

There are also in operation two plants for the
shortening of cottonseed oil for edible use with a
capacity of 8,000 tens of vegetable oil per year,

Sugar. The first plant for the extraction and refining
of sugar was established in Homs in 1946, and began
operation in 1949. The extractive capacity of the plant
was later expanded to 22,500 tons annually. A second
p'ant was established in Damascus and began operation
in 1959. The annual capacity of both plants is 112,500
tons of refined sugar.

Refined sugar is obtained both from imported raw
sugar and from local sugar beet. The importation of
refined sugar has been prohibited in order to protect
local industry. The rise in sugar consumption has been
met mainly by refining imported raw sugar, in view of

the difficulties e¢ncountered in extracting sugar from
sugar beet.

At the request of the authorities concerned, a com-
mittee was formed under the chairmanship of the
sccretary-general of the Ministry of Agriculture to study
the following matters relating to the planting and pro-
cessing of sugar bect: Delivery of sugar beet to the
sugar plants; protection of the sugar-beet crop ; relation-
ship in developed countries between sugar-heet pro-
ducers and sugar-refining companies and adaptation of
the information obtained to local conditions ; extension
prograinmes needed to improve yield and sugar content
of Syrian sugar beet; status of research studies on sugar
bect and desirable new research for development of
sugar-beet cultivation; these research projects to he
partly financed by the sugar refining companies; deter-
mination of optimum time for initiation of the process
of sugar extraction from sugar hect.

One of the important reasons for the high cust of
production of sugar bect has heen the low yield. Con-
sequently, the authorities concerned are offering the
necessary extension services to farmers to assist them
to raise vield. Farmers have also been assisted with
seeds and nsecticides.

The increase in the price of raw sugar in 1963 to
about four tinies its normal price led the authorities
to raise plant capacity for extracting sugar from sugar
beet. Tn 1964, a contract was entered into with the
Techno-export company of Czechoslovakia for the
construction of a plant in the Ghab district for the
extraction of sugar from sugar heet, with a capacity of
2,000 tons of sugar beet daily. It is expected that this
plant, which is now under construction, will start
operation next year.

The addition of a third plant, together with the
studies and experiments undertaken to lengthen the
beet season, wiﬁemable at least one-half the require-
ments of the country to be satisfied. (See Table 4
below). This is in addition to the ¢ ther economic bene-
fits derived from the industry such as saving on foreign
exchange, improvement of crop rotation, and employ-
ment og large numbers of fariners and labourers. There
are also secondary benefits derived from the by-products
of sugar production.

Table 1. Sugar production in Syria, 1959-1965
(Quantity it tons)

Total sugar Refined from Extracted
Year production rat suger from beet
1959 61,064
1960 69,637 $8,672 10,939
1961 71,720 62,244 9476
1062 76,876 68,973 7,903
1963 83,454 74,093 9,361
1964 78341 59,315 19,026
1965 94,350 74.837 19,513
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Beer. Syria imported beer until 1953 when a small
plant was fmilt in the vicinity of Damascus. A second,
larger plant was built in Aleppo in 1957 to meet the
increased demand for beer. Local beer was thus sul-

stituted for a major portion of imported heer. (See
Table 5 below.)

Table 5. Bleer production, imports and consumption,
19581984

(Quantity in hectolitres)

Totu! Total Loca!
Year production finports consumption
1953 440
1956 350 6,780 7.330
1957 8,760 2,880 10,640
1958 15,040 9210 15950

Table 3 (continued)

Total Total Local
Year production ports consumption
1959 14,510 1,800 16,310
1960 18,790 2,490 21,250
1961 19.760 1,370 21,130
1962 24,500 21,130
1963 26,240 736 26,976
1964 26,640 426 27,066

The total productive capacity of the two existing
plants is 30,000 hectolitres, which approximates the
presenc level of consumption. It may be necessary in
the near future to increase productive capacity either
by building an additional plant or by raising the pro-
ductive capacity of the two existing plants.

10. The spinning and weaving industry in Syria

Syria has long heen known for the products of its
spinning and weaving industry, particularly for fabrics
of the Aghbani and Brokar types which have been in
great demand in both domestic and foreign maikets.

The industry maintained a steady growth until the
early part of this century, when Syrian textiles began
to meet strong competition from a highly developed and
mechznized industry abroad. This competition a versely
affected the textile industry in Syria and resulted in a
large reduction of the work force in the industry. The
situation hecame more acute during the First World
War, as a result of blockades, military operations, and
a shortage of raw materials, markets and manpower.,

During the period between the two world wars, the
industry was able to develop some of its potentials. A
spinning and weaving factory (the Syrian pinning and
Weaving Company) was established in Aleppo in 1933.
A second factory (the Spinners and Weavers Company)
was built in 1937, but was not put into operation owing
to the outbreak of the Second {)Vorld War,

However, the well established traditions of the
weaving industry in Syria were carried forward after
the Second World War in a modernization programme
for the weaving industry, consisting in the introduction
of modern equipment in existing factories and the
construction of additional facilities. As a result of the
modernization of facilities and the large increase in
production capacity, Syria was in a position to meet
its domestic requirements and develop a large export
market. Exports of textiles in 1963 amounted to LS 421
million. or 38 per cent of total Syrian exports of LS 721
million.

Syria hopes that its well-established spinning and
weaving inc:]ustr_v will be able to satisfy the demand of
the Arab countries on an expanding scale within an
Arah common market.

Industrial and commercial activity in cotton spinning
in Syria is confined at present to eight large factories
with a total of 154,000 spindles, Three of these factories
are situated in Damascus, four in Aleppo and one in
Homs.

The eight factories consumed about 20 thousand tons
of ginned cotton in 1964. The total consumption of
ginned cotton has increased remarkably in recent years
owing to the expansion of the productive capacity of

1" Paper presented by the Cotton Textiles Tndnstries Promo-
tion IPund of Syria.

those establishments. The consumption of ginned cotton
rose from 8,156 tons in 1956 to 19,563 tons in 1964,
an increase of 140 Eer cent. The production of cotton

varn rose from 7,558 tons in 1956 to 17,631 tons in
1964

Most of the cotton yarn produced by Syrian factories
is thick. In 1964, only 3 per cent of total production
consisted of thin cotton yarn, a quantity insufficient to
meet local demand. Consequently, importation of thin
cotton varn is necessary.

Tt should be noted that a large portion of cotton yarn
produced by Syrian spinning factories is used in the
same factories to manufacture cotton textiles and other
cotton products, the remainder being exported. During
1963 and 1964, 66 per cent of cotton yarn produced in
Syria was consumed by the domestic weaving indus-
tries, with some 30 per cent exported. Local consump-
tion and exports of! cotton yarn over the 1960-1964
period were us follows :

Local

v consumption Exports

car (tons) (tons)
1960 . 8,521 1,101
1961 9,812 727
1962 10,547 k7]
1963 10,868 651
1964 11,354 484

Total Syrian exports of cotton yarn and various
cotton products amounted to 3,501 tons in 1963, and
to 4,345 tons in 1964. The markets absorbing those
exports are world-wide, and constitute traditional out-
lets for Syrian textiles. They include most of the Arab
countries in Asia and Africa, the Soviet Union,
Romania, the Federal Republic of Germany, Italy, the
Netherlands, Belgium. Switzerland and Nigeria. The
principal importers of Syrian cotton textiles are Jordan,
Saudi Arabia and Iraq. During the last five years, these
three Arab countries purchased 73 per cent of total
Syrian exports of cotton products, with the remaining
27 per cent distributed among twenty-four Arab and
non-Arab markets. Jordan, Saudi Arabia and Ira
accounted for about 87 per cent of cotton fabrics an
textiles exported by Syria in 1964.

The particular geographic location which has made
Syria a meeting point for three continents and a trans-
port and commercial route between the industrial and
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trading centres of east and west is a favourable factor
in introducing Syrian industrial products to the markets
of the world.

However, the prestige which Syria enjoys today as
a source of a large volume of good quality cotton points
to the necessity of further pursuing the development
of the cotton mdustry, particularly the processing of
raw cotton with a view to improving the quantity and
(uality of cotton yarn.

The aim in developing the cotton yarn industry
should not be confined to the satisfaction of domestic
requirements; it should also be to convert the largest
possible amount of raw cotton into processed or manu-
factured cotton products for export. This is most desir-
able in view of the fact that the ratio of manufactured
cotton products to the quantity of raw cotton produced
in Syria is low compared with similar ratios in other
countries. In Indin, for example, the ratio is 80 per
cent, whereas in Syria it is only 11 per cent.

Syrin shonld expand the capacity of cotton spindles
and assign an increasing portion of cotton varn for
export. The cent:alization of indnstrial activity aimed
at in the new industrial regulations may influence
maximum utilization of labour, managerial, and produc-
tive capacities in the Syrian cotton spinning industry.
Another prerequisite for the promotion of the industry
is the preparation of a comprehensive programme
aimed at the reorganization of the industrial and opera-
tional sectors of the industry. There is a basic necd for
the classification of various kinds of Syrian cotton so
that spinning factories may have access to the most
suitable type of raw cotton. Equally important is the
need to study the demand of domestic factories for
loug-staple cotton and determine ways and means to
satisfy this demand either through increased local
cultivation or through imports. It may also be useful to
review the manufacturing standards and techniques of
various cotton establishments and factories.

Owing to the relatively low capacity at which the
Syrian cotton industry rates (39 per cent of total
capacity compared with 95 per cent in the industrial
countries), attention shonld be directed to the following
points;

Study and aprlicntion of production techniques used
by the developed countries;

Study of various measures applied in spinning and
weaving operations with a view to raising productivity
levels;

Preparation of co-ordinated programmes for vocational
training in the fields or spinning and weaving ;
recourse may also be had to bilateral and multilateral
assistance offered in this connexion;

Adoption of quality control methods in all phases of
production.

The realization of this programme will require close
co;)(()iperation among the various elements connected with
production, such as trade unions, management and
official organizations responsible for economic planning.
It will also require the financial contribution of inter-
mitional organizations and foreign technical knowledge
which may become available to Syria through the con-
clusion of economic and technical agreements. It would
also be useful to form a joint commission of Syrian and
foreign experts well versed in industrial management
and marketing in the spinning and weaving industry.
The purpose of this commission would be to study the
industry and suggest ways and means for its im-
provement,

—————-—#
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The woollen textile industry is concentrated in nine
factorics containing about 17,000 spindles producin,
pure or mixed woollen yarn, and 170 looms, of whic
95 are new. The import of wool and woollen products
remains at a constant level, in contrast to cotton pro-
ducts which have been diminishing gradually. This
indicates the need for an expansion of the woollen
industry in Syria. Over the period 1957-1964, the
annual average level of Syrian imports of raw wool and
woollen products amounted to 2,012 tons.

The average annual capucity of woollen yarn pro-
duction in Syria is 4,216 tons at the present timne. The
average annual capacity of the looms producing woollen
textiles (on the basis of 300 working days per annum
and 24 working hours per day) is 1,345 tons. 1t should
be noted that looms previously cngaged in the manu-
facture of silk or cotton textiles, and which are now
producing woollen textiles, have not heen included in
this computation owing to lack of accurate information.

The actudd production of woollen textile looms in
Syria varied between 32 and 167 tons imually over the
period 1957-1962. However, production must have
risen after 1962 (no statistics are yet available), since
the largest woollen textile establishment (the Modern
Industries Corporation) started production after 1962.
Tmports of woollen yarn and products will continue,
although the productive capacity of existing factories
can meet local requirements and even permit export
of a part of the locally produced woollen textiles, for
the following reasons:

More than 50 per cent of the spindles are employed in
the production of fibres, although they were originally
intended for the production of woollen yarn;

The adoption of single shift operation by most factories
(working hours are now limited to one eight-honr
shift instead of “round-the-clock™ operations) ;

Deficiencics in the methods of cleaning and preparing
raw wool;

Insufficient protection for the woollen textile industry,
in contrast to the protection afforded the cotton and
fibre industiies; this has led some factories to divert
a large portion of productive capacity from the pro-
duction of woollen products to the manufacture of
artificial fabrics and fibres.

The woollen textile industry in Syria suffers from a
lack of sufficient study and research to supplement the
measures so far undertaken for the promotion of the
industry. An assessment is required of the desirable
capacity of the industry to meet future demand.

It should also be noted that conversion of part of the
capacity of the woollen industry to the production of
synthetic products (whether mixed with wool or not)
has greatly reduced interest in pure woollen products.
At present, imported synthetie fibres account for about
one-third of the value of Syrian imports of textiles;
they have thus become the single most important item
in Syrian textile imports.

Consequently it is most necessary to reorganize the
existing woollen textile and synthetic fibre industries in
Syria in the light of those trends. Such reorganization
should be based upon a compreliensive programme
similar to that used for the promotion of the cotton
textile industry and should include a study of raw
materials, management, productivity, industrial legis-
lation, execution of work programmes and the various
phases and activities involved in the woollen industry.
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11. Small-scale industries in Iraq!!

Small-scale industries include groups of industrial
projects varying in size and degree of development
such as traditional handicrafts, industries in which
some mechanization has been introduced, and power-
operated projects using advanced productive methods.
Sm:nll-scule industries play an important role in the
economies of many countries, cspecially in the devel-
oping countries, where technology has not reached the
level attained by the advanced countries.

Most definitious of a “small-scale industry” include
domestic enterprises such as workshops and small- or
medium-sized factories. This classification takes into
consideration, among other things, the number of
workers in each enterprise, the amount of capital
invested, the value of output, the use of electric power
and the nature of existing management.

Research authorities in this ficld have concluded that
industrial projects may be classified as small-scale
industries 1f they sntis{v part or all of the following
requirements :

Total or partial absence of an industrial management
in the sense that authority and respoensibility is dele-
gated among officers specialized in production or
marketing techniques; the manager of the project
(often the owner) is responsible for all matters of
production, purchase, marketing, financing, manage-
ment, etc.;

Existence of close contact hetween manager and
workers, customers, suppliers and creditors ;

Reliance on sources other than the capital market for
finance; small-scale industry often experiences diffi-
culty in obtaining loaus, especially of a short-term
nature ;

Existence of a comparatively strong connexion with
the local community because of ownership, locai pur-
chase of materials, and local marketing of products.

It has not been possible so far to produce a clear-cut,
comprehensive definition of small-scale industry. Classi-
fications differ according to the environment and condi-
tions of each country. -

In 1952, when Iraq developed an interest in small-
scale industry in the rural areas, the following defini-
tions were established:

Handicraft industrics: domestic or small industries
whose products have an artistic component and require
skilled workmanship.

Domestic ovr cottage industrics: industries which are
carried out, totally or in large part, by the co-operation
of family members as a permanent or temporary trade ;
some of these industries may require technical skill.

Small-scale industries: those which are mainly carried
out by hired workers not exceeding a certain number ;
the more general the use of electric power (and con-
sequently the more mechanized the plant), the lower
would be the limit in the nuniber of persons engaged
in what would be described as small-scale industry.

Small-scale industry in Iraq is housed in small
workshops or in conventional factory buildings in towns
and villages.

In 1959, United Nations experts classified industrial
groups in Iraq into two groups, namely, handicrafts
and small-scale industries.

11 Paper presented by the Ministry of Industry of Iraq.

Primitive industries are a feature of human progress
and the evolution of cvery society has been accompanied
by the development in such industries. Each industry
is a reflection of the environment in which it is estab-
lished and the raw materials it uses.

The pattern of industrial development in Iraq has
emerged through the same process as in other de-
veloping countries. Groups of handicrafts and trades
sprang up where population concentration occurred and
raw materials were available, At the time of the
founding of the State, lraqi industry took the form of
individual trades and handicrafts practised in small
shops or houses. In the course of time, modern indus-
trial methods replaced primitive forms of industry,
although mechanization was not generally applicable to
the traditional indnstries based on the skill of the
hirman hand.

In Irag, when an industrial project (regardiess of
its size) starts using energy in a principal machine and
converting raw or semi-manufactured materials into
fully mannfactured products, it becomes qualified to
enjoy government assistance, However, the following
discussion is concerned only with non-mechanized and
consequently non-State-aided industrial units in urban
and rural areas.

The Government did not play a direct role in the
developinent of small-scale industries until 1950-1955,
when discussions took place with UNESCO and the
International Labour Organisation (ILO) on the possi-
bilit; of developing small-scale industry. In 195 , the
Government invited an 11.0 expert to make a study
and recommend solutions. The study was confined to
the department for the development and utilization of
Aniiri (State-owned) land, the department responsible
for a group of rural agricultural communities at that
time. The aim was to create industrial opportunities in
those communities in order to eliminate unemployment,
especially seasonal unemployment, and to train rural
children in industries which would enable them to
increase their income. At the same time, such a pro-
gramme would serve as a nucleus for the development
of an agricultural-industrial co-operative movement.

The following funds were allocated by the Develop-
ment Board for these purposes, especially for the est:g-
lishment of industrial training units with related services
in Dujaileh, the el-Kout district, the Luteifiyeh project
and in the Baghdad district -

Amcunt

allocated
Year (D) Purposc
1952 25,000 Establishment of training centres
and industrial units for weaving.
1955 . ... 19,000 Continuation of the above projects
and establishment of simple car-
pentry and blacksmith units.
1956 .. . . 39,000 Continuation of the above projects
and establishment of simple car-
pentry and blacksmith units.
1957 ... 103,000 Establishment of wool and cotton

weaving centres in the Suleima-
niyeh district, and continuation
of the above projects.

These statistics relate only to one aspect of small-
scale industry, namely, assistance offered by one govern-
ment department within a specific period (1952-1958).

;
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In the mid fiftics, some 10 per cent of Iraqi industry
was small-scale in nature. Some of the problems
experieniced are described below.

Financing. Although the financial needs of small-
scale industries are not substantial and do not involve
great risk, great difficulty is experienced in obtaining
the cash or credit necessary for the purchase of raw
materials and supplies and the payment of wages. This
is a basic problem in small-scale Iraqi industry, and
as long as borrowing facilities are restricted or avail-
able only on unreasonable terms, industrial proprietors
will resort to usurers and middlemen who charge
excessively high interest. Even with access to govern-
ment banking institutions making loans at the com-
paratively low interest of 4 per cent—the rate charged
by the Industrial Bank of Iraq—owners face the
difficulty of having to provide guarantees and securities.
The problem of financing is basic to the successful
development of Tragi small-scale industry. Without
financial resources, tlie entrepreneur camiot obtain the
land, buildings, equipment, raw materials and labour
which he requires.

Raw material supply. Raw material requirements for
each typ: of industry differ. Some industries need scarce
or costly raw materials, which can lead to inflated
suppliers’ prices, especially if purchases are on an instal-
ment basis,

Marketing of output. The quality of products and
the size of demand in local markets is relevant in this
context. Large markets are a favourable factor. How-
ever, producers are often subject to middlemen, since
lack of capital for re-location or even for the introduc-
tion of a depot prevents them from establishing direct
relations with their consumers in places situated far
from the factory. Communication and transport costs
are also obstacles in the way of small-scale industries.

Production and management mcthods. The employ-
ment of primitive methods and the resistance of crafts-
men to change are common characteristics. However,
progress will take place as consumers become more
fastidious as a rcsuﬂ of increasing incomes and with
the need to develop, improve and diversify the quality
and methods of production,

An advantage to small-scale industry in Iraq in rural
areas is that local labour is available at low wages, an
advantage not always shared by the medium-sized and
large mechanized industries in urban areas. A dis-
advantage of small-scale industry is its inability to
provide those services and conditions for workers which
the larger industries in urban centres can provide. This
may be an obstacle in obtaining skilled labour. Another
disadvantage is that personnel in small-scale industry
tend to lack administrative experience and commercial
skill. At the same time, the encouragement of small-
scale industry is of assistance in resolving unemploy-
ment problems,

Role of the co-operative association. The solution
of the principal problems of small-scale industries
depends on the effective use of available facilities and
mstitutions. One method is to offer direct advice and
technical guidance on such questions as production and
finance, Although this method is acceptable and uscful
to small-scale industry in urban areas, it may not be
as useful to small-scale industry in rural areas.

The co-operative method has succeeded in alleviating
the difficulties of small industries and trades in many
countries and may be an effective instrument in Iraq.

In principle, the success of this method depends on the
extent to which owners of small industrial projects,
rura] craftsnien and artisans understand their respective
obligations and benefits, and on the sinceritv of the
efforts made by the parties concerned.

Co-operative methods were introduced in traa more
than ten years ago in certain arcas withont any * agible
results being achieved. The failure of these efforts
cannot of course be attributel to the co-operative
method itself, but rather to the circumstances sur-
rounding its application. One of the essential conditions
for the success of co-operative methods is the co-
operation of the people concerned with the relevant
government authority, another condition is that the
Government tike steps to provide the necessarv qual-
ified personnel.

Co-operatives can he organized to assist small-scale
industries in rural areas for the following purposes:
sipply of raw materials; prodnction; marketing and
cistribution of ontput; extension of credit.

It is not necessary to estublish co-operatives for each
of these purposes in every village or community. The
experience of other countries has shown that one
industrial co-operative suffices for the various activities.
It is possible to seek the assistance and learn from the
experience of other countries in the application of this
method.

The Industrial Bank of Iraq is the main sonrce of
financing available to local industries, whether for
long-term, medium-term or short-term loans. Eligible
industrial projects are those which transform raw
waterials into fully manufactured products, assembly
industries and industrial services mstitutions, To be
eligible for assistance under the industrial development
law, one of the principal conditions to be satishied 15
that the capital invested in machinery should be not
less than IB 3,000 over and above the value of the
power-generating plants whose installation is a basic
prerequiisite.

The provision of guarantors and security i1s a con-
dition for obtaining a loan in order to minimize the
bank's risks. Small-scale industries cannot expect to
receive such assistance mnless they can produce the
necessary security, and this frequently presents difh-
culties. The risks could perhaps be mitigated if loans
were secured against the industry’s outpnt, especially
if this is of an artistic or traditional type for which
there is a constant demiand. Loans could also be granted
against raw materials. As sums advanced for these
purposes are comparatively small, it should be possible
10 dispense with guarantors and accept securities,
however, the implementation of this proposal would
require the amendment of laws and regulations at
present in force.

The introduction of hire-purchase, which is used
in a number of countries as an enconragement to
industrialization, would be of assistance.

When it becomes possible to apply the co-operative
method and form co-operative societies for the devclo{)-
mient of small industries in Iraq, measures should be
introduced to enable the Industrial Bank, the Co-
operative Bank, and other institutions to provide sonie
of the facilities needed to help those industries. An
alternative approuch would be to reach agreement on
the establishment of a special fund ‘o finance industrial
co-operatives, which in turn would give loans to their
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members in accordance with established procedures.
Until financing arrangements can be improved, the

development of small-scale indnstry in Iraq will be
at a disadvantage.

12. Small-scale industries in Kuwait and their impact on the national economy ¥

In recent years the developing countries have devoted
considerable effort to the encouragement of the indus-
trial sector of the national economy. A\ weukness of
the economies of the developing countries in the pust
has been the inadequate contribntion from this sector.
A desirable objective is to incrense the contribution
of the industrial sector to the extent necessary to
ensure a proper halance between all sectors the
econony. The achievement of such a balance provides
not only a sound national economy but at the same
time, an econonty more resistant to unfavourable in-
fluences, whether originating from abroad or internally
as a result of political developiments or fluctnations in
the business cycle.

At the xune time, a balwced relationship must e
achieved within the framework of the industrial sector
itself. To this end, industries are classified as heavy,
intermediate, light and handicrafts on the basis of
certain characteristics. Such classifications may be used
for purposes of studying or licensing an in ustry, or
to determine its needs for assistance or its technical,
economic and social obligations,

Although this classification is not clearly defined in
Kuwait, a1 endeavour is made to establish the frane-
work for each gronp of industries in order to study
small-scale industries within this framework, to analyse
the conditions and problems of the industry, and to
suggest possible solutions.

The present study is divided into two parts: the first
contains o definition and an analysis of small-scale
industries in Kuwait: the second deals with the pro-
blems of small-scale indnstries and their solution.

Both developed and developing countries have class-
ified industries into heavy, intermediate, and small-scale
indnstries with a view to (leterminin? the impact of
each on the national economy, and for ‘the purpose
of strengthening their contribution to economic and
social development in an integrated and co-ordinated
manner. The need to achieve this aim has necessitated
a carefully planned programme for develo')ing these
groups o{ industries, especially the sinall-scale in-
dustries, in order to remove factors hindering the
co-ordinated growth and prosperity of the industrial
sector.

Although the aims of developing and developed
conntries with respect to the industrial sector are the
same, the criteria by which industries are classified
vary with the econoniic structure of a country and the
size of the industrial sector. The most important criteria
are number of workers, capital invested, voluine of
sales, and consumption capacity.

In Knwait, the industrial sector is of relatively recent
origin. It grew with the expansion of investment in
oil, with the influx of workers from abroad, and with
the increase in purchasing power resulting from higher
oil revenues. In consequence, various industries were
established both to meet the demand created by economic
and social evoliution, aid to satisfy the need for diver-
sification.

12 Paper presented by the Ministry of Commerce and Indus-
try of Kuwail.

Secanse of the recent origin of industries in Kuwait,
the Department of Statistics las not established a
system for the clssification of indnstries. However,
taking into consideration the definitions which have
Leen adopted by certain developing countries, the
economiic structure of Kuwait, the size of its industrial
sector, its population, the size of its internal muarket
and existing industrial legislation, it is possible to define
small-scale _inclustries as those using machitery and
employing fewer than 100 workers. In the light of this
dvlrnition. most indnstries in Kuwait may be classified
as small-scale industries, Medium-scale industries niay
he defined as those employing fewer than 200 workers
and large-scale industries as  those employintg niore
than 200 workers. Excluded from this study is the
petrolewmu industry inclinding  exploration, extraction
and refining ; !mhlic ntilities such as electricity and
water desalination; and handicraft industries which do
not utilize machinery and which employ only a small
number of workers. This study of small-scale industries
covers the following points:

The legal status of small-scale industries ;

The place of small-scale industries in the industrial
sector ;

A description and mmlysis of sniall-scale industries ;

The technological position of small-scale industries :

The labour situation:

Management ;

Techmeal specifications and their application ;

Industrial financing.

The leyal status of small-scale industries. Since the
enactinent of industrial iaw No. 6 of 4 March 1965,
industrial establishments in Kuwait have required legal
Ferson.mlity, subject to certain rules governing their
icensing, registration, protection, supervision and
assistance.

Without exception, small-scale industries are subject
to the provisious of industrial law No. 6. The legal
status of the industrial establishment was defined in
article 2 of that law. However, the distinction between
large, medium, and small-scale industries, on the one
hand, and handicrafts on the other, was not specified.
Hence, we base our classification of industries on two
criteria: the use of machines, and the number of
workers. In the light of the definition of the industrial
establishment as stated in article 2 of industrial law
No. 6, and using the criteria mentioned above, small-
scale industries are defined as establishments which
employ fewer than 100 workers and whose basic
operations include transformation, assembly, mixing,
canning, bottling, or packaging undertaken with tie
lielp of machinery.

The place of small-scale industries in the industrial
seclor. Small-scale industries in Kuwait occupy an
important place in the industrial sector, whether from
the point of view of capital invested, number of workers
enployed, diversity of products, or their impact on
the local market.

_Description and analysis of small-scale industries,
Small-scale industries in Kuwait are manufacturing
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industries established to satisfy local demand. These
industries produce goods which cannot be imported at
a competitive pricc because of high transport costs or
other reasons.

The techmological position of small-scale industries,
The majority of small-scale industries in Kuwait are
equipped with modern machinery, and are operated by
Arab and foreign experts. However, productivity in
these industries is not sufficiently high. Detailed studies
are at present in progress with a view to correcting
production deficiencies.

The labour situation. Labour employed in small-scile
industries is of Arab origin, although the proportion of
Knwaitis employed is very small. The majority of
workers have acquired their skills on the job. Becuuse
labour is well paid in relation to the prevailing level
of wages in the neighbouring Arab countrics, labour
turnover and mobility has been reduced to a minimum.
Despite high wages, productivity per worker remains
low in relation to that in Europe or the United States.
This may be attributed to the absence of basic voca-
tional and technical training.

Managenent and supervision. Management is a key
factor in the smooth funtioning and co-ordination of
industrial enterprises. Management responsibilities in-
clude studies of marketing potentialities, consumer
demand, the creation of cordial labour-manigement
relationships and the supervision of productivity levels.

Techmical specifications. The application of technical
specifications  to products his become an econonic
necessity dictated by the need to market products on
a competitive basis. It is generally assumed that con-
sumers rationalize their purchases of a product on the
hasis of quality and conformity to modern technical
specifications. The open murket policy of Kuwait
provides consumers with a variety of such products
and acquaints them with modern teclinological achieve-
ments from which Kuwaiti consumers are bound to
profit. If. therefore, local production is not techno-
logically comipetitive, its ability to sell will be weakened
even if such industries are selling in a protected mirket.
It is noteworthy that the application and supervision
of technical specifications necessitate the establishment
of an experimental laboratory. While it is not econo-
mically feasible to establish a laboratory for each small-
scale industry, it should be possible to establish a
central laboratory to service small-scale industries as
a whole.

Industrial financing. Small-scale industries frequently
require short- or long-term loans for plant expansion,
or to meet seasonal requirements for raw materials.
To determine the amounts of loans required and the
conditions of repayment, it has been the practice to
study the economic and fiiancial status of industrial
enterprises. Pecause the absence of proper accounting
procedures prevents small-scale industries from bene-
fiting froin the services of the Credit and Savings
Bank, snch industries have usually resorted to com-
mercial banks for industrial loans at high interest rates,
a factor which has contributed to the raising of pro-
duction costs and prices of products. For these reasons,
small-scale industries have not been able to benefit
from the facilities of the Credit and Savings Bank and
the bank has thus failed to fulfil the objectives for
which it was established with respect to small-scale
industries.

]

Small-scale industries face a number of problems
whicli hinder their growth, and which in turn affect
their co-ordinated development. Some of these problens
may be resolved at the conntry level, while others
can be resolved only at the Aral regional level or at
the level of the Uunited Nations amd its specialized
agencies,

The most important problems facing small-scale
industries at the local level may be sunmarized as
follows: vocational an.! .echnical training ; management ;
technical specifications and measurements; industrial
estates, and industrial Gmancing,

Pocational training. Vocational training is essential
i order to raise productivity levels and the quality
of products. 1t has already been shown that labour is
not adequately trained in these industries, a fact which
has caused productivity levels to fall and costs of
production to rise.

Training costs are prohibitive for snull-scale in-
dustries, especially in a small market where industries
tend to be small in size. The Government of Kuwait
has given much attention to the subject of teclmical
training, and is planming to establish a ligh level
comnittee to study the position of techuical training
in the indnstrial sector, and to prepare the necessary
legislation for establishing an agency, attached directly
to the cabinet, to provide the vocational and specialized
training required to meet the needs of the country’s
economic development plan.

Technical and vocational training is an cconomic
process which has to be stidied from the cost-henefit
point of view. Vocational training may be achieved
through co-operation between the training centres to
he established by the Government and small-scale
industries. These centres can provide training for
widely practised trades such as those of mechanics,
electricians and welders. Specialized trades, which are
sparsely practised because of the limited number of
industrial establishments requiring such skills, do not
call for special centres. In such cases, it is possible to
provide in-service traimig, especially arranged by the
Department of Industrial Affairs.

Management. The heavy responsibilities assumed by
management require the selection of managers with a
strong background in administration, economics and
technology to ensure the proper functioning of plant
operations. Since it is essentinl tor industries to
maintain a cost accounting system, and since this is
beyond the means of small-scale industries, it s
suggested that unified accounting forms should be
prepared and used by industries. It is also desirable
to organize training for management in public relations.
Good labour muanagement relations are undoubtedly
important for achieving the desired co-operation of all
concerned.

Technical specifications and  stardards. Confidence
in the national product is an important factor in the
promotion and progress of industry. In order to ensure
consnmers’ conhidence, efforts must he made to convince
consumers of the high quality of national products.
This may be done by the adoption of technical speci-
fications and standards.

These general principles e particularly important
for the success of small-scale industries in Kuwait.
The Department of Industrial Affairs has provided
funds to promote the wider application of technical
specifications and staudards, and has contracted with
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the Industrial Institute in Lebanon for the necessary
studies. The Government of Kuwait is now giving
serious attention to this question with a view to
strengthening and promoting industries.

Industrial estates. The best way to encourage small-
scale industries is to provide them with scrvices and
facilities which reduce production costs. The concept
of industrial estates was developed as a means of
providing such assistance. An industrial estate has been
defined as “an area of land, selected because of its
geographic position and economic advantages, reserved
by the State for the establishment of industries in
accordance with an industrial programme aimed at
benefiting those industries through the services and
facilities erected by the State”. Such services and
facilities are offered for fees much lower than those
which their establishment would otherwise have en-
tailed. It is clear, therefore, that the industrial estate
is of assistance in raising productivity and lowering
costs. If housing is also provided for labour, including
necessary health and social facilities, productivity per
worker would be even greater; moreover, lahour would
acquire a sense of security.

Convinced of the advantages of industrial estates,
the Government of Kuwait has established three such
estates. The Government is also planning to create a
committee to study each estate and prepare blueprints
for facilities such as roads, water, electricity and butane
gas, and to organize the distribution of industries in a
manner conducive to the promotion of integration.

Industrial financing. The two sources of industrial
finance are loans granted directly by the Government,
or through the Credit and Savings Bank. The latter
represent private loans of individuals, private companies
and commercial banks.

For small-scale industries, the muin source of finance
is the commercial bank. Because small-scale industries
are nnable to meet the credit conditions stipulated in
the laws of the Credit and Savings Bank, they have
no choice but to resort to commercial banks and borrow
at higher interest rates, a fact which contributes to
increase of production costs. .

Kuwait does not at present have a bank which caters
solely to the development of industry. The provision
of industrial loans is one of the many responsibilities

of the Credit and Savings Bank. The creation of a
bank for the proniotion of industry is now under study.

There are other prablems which should be treated
at the regional level, the most important of which are:
vocational training for certain important industries
management, and collective industrial estates.

It was pointed out earlier that certain types of
vocational training could not be undertaken in Kuwait
because of the limited demand for such skills. It would
be possible to resolve this problem by the establishment
of regional vocational training centres.

The establishment of a regional centre for advanced
management would he beneficial to Kuwait and to other
Arab countries. The unification of programmes, the
exchange of experiences and the personal contacts that
are likely to be made by manugers from the region
would enable participants to obtain theoretical and
practical insights into their own est:blishments.

The establishment of collective industrial estates
among neighbouring Arab countries will be of
assistance to these countries. In certain cases it is
impractical for a country to confine its activities to its
own naticnal area. The establishment of a collective
industrial estate might, therefore, improve the chances
for other surrounding areas. It wonld also provide an
opportunity for establishing common industries, com-
mon vocational training centres and managerial training.

Certain problems confronting small-scale industry in
Kuwait cun be resolved only through international
action. The most important of these relate to the
provision of instructors, productivity and technical
specifications.

Vocational training in Kuwait, whether at training
centres or in-service, requires the services of competent
instructors in various fields. Since it is difficult to
train local instructors to undertake this work, the hel
of the United Nations and its specialized agencies will
have a great impact on the training programme.

The study of factors affecting ?roductivity and their
treatment requires the services of experts in the fields
of economics, industry and accounting. The United
Nations can undertake the necessary studies and on
the basis of the resulting findings make recommendations
to improve the prevailing low levels of productivity
in Kuwait,

¥
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Part III. THE INDUSTRIAL SITUATION IN THE ARAB COUNTRIES

1. The industrial situation in Iraq

The decision taken by the Government of Kuwait,
the United Nations and the Arab l.eague to invite the
Arab countries which are not members of the Economic
Commission for Asia and the Far East (ECAFE) or
the Economiic Commission for Africe (ECA) to
participate in a regional conference to be held in the
capital of Kuwait is welcomed hy the Government of
Irag, which wishes the conference every success. The
Government of Iraq hopes that this conference will
provide an opportunity for investigating the industrial
sitnation in the participant countries, and assist themn
in exchanging their points of view :ind in taking positive
steps towards the realization of Arab aspirations. It
also hopes that this conference will help the Arab
countries in their efforts to guide their economies on
sound scientific and technical lines.

Our present study includes a historical review of the
development of Iraqi industry, with a summary of the
industrial situation 1n the early sixties, and a detailed
description of industries in the public, mixed and
private sectors respectively. Tt also includes details of
the measures taken by Iraq to encourage the develop-
ment of national industry, in particular, the financing
aspect, protection, direct or indirect support through
exemptions, and finally the role of the Federation of
Industries.

In addition, the study gives a summary of the new
socialist policy and shows the importance of this policy
in guiding industry, especially as far as the organization
of the public sector is concerned.

The last part of the study is devoted to the problems
facing Iraqi industry.

HISTORICAL BACKGROUND

Iraq's economic development was slowed down by
a series of political régimes which isolated the country
from development activities taking place in other parts
of the worl

Up to the end of the First World War, Iraq was
a part of the Ottoman Empire, whose power extended
over a period of four centuries. The Ottoman rule
left the country in poverty, ignorance and disease. The
post-war period brought some improvements, although
these were not sufficiently significant. Then came the
Second World War and another post-war period, but
it is only since the 1950's that real achievements have
heen made.

l:aq came into contact with international economic
forces during the second part of the nineteenth centur
as a result of the growtﬁaof its foreign trade, which
might be attributed to the development of river trans-
portation in the country. During the twenty-year period
starting in 1865, the value of its exports increased
sevenfold. An additional threefold increase in exports

took place between 1830 and 1913, The expansion in
the country’s exports stimulated the development of
such simple industries as wool, dates and grains. These
were the first lurge-scale mechanized industries in Iraq.

Shortly after the occupation oi Baghdad in 1917,
modern Iraq emerged as an independent political entity.
The British mandate continued untit 1932, when Irag
jomed the League of Nations. Under the Mandate,
Iraq achieved partial development in certain fields.
Railroads were estailished, electricity was introduced
in several cities and oil exploration was started in
some areas. Nevertheless, by the end of the period of
the mandate, the industrial sector was still very small,
although more active. The number of industrial estah-
lishments governed by the industrial encouragement law
of 1929, had increased from eight in 1929 to ninetv-six
in 1945, Accordingly, it appears that Iraqi industry
had actnally registered some progress, although at an
extremely slow pace.

In the meantime, several industries had developed,
namely, textiles, cotton ginning, cigarette e construc-
tion materials manufacture. Furthermore, in 1936 the
Government  established the Agricultural-Industrial
Bank, which contributed, during the period 1936-1940,
to the development of local indnstries. At the same
time, certain industries shifted fron1 manual to mecha-
nical production, and before the end of the Second
World War additional expansion had taken place in
certain industries, especially in the rayon and cotton
textiles, soap and cigarette industries, which constitnted
the nucleus of the mechanized industrial sector in Iraq.

Imniediately after the Second World War, the Iraqgi
people showed a growing interest in industry. This
was partly due to the windfall profits that Lad been
realized during the war period, and partly to the
presence of encouraging factors such as the development
of the Industrial Bank and the financial support
extended by the Government by virtue of the industrial
encouragement law. This period was also characterized
by effective government participation in industry
through the Industrial Bank, a factor which speeded
up the process of industrialization.

THE SITUATION IN THE NINETEEN-FIFTIES

The 1954 industrial census presents a true picture
of the level of industrialization of that period. That
census included establishments of all sizes and types,
large as well as small, oil industry and handicrafts.
[t differentiated hetween establishinents of various sizes
employing fewer or more than twenty persons. The
number of industrial establishments amounted in 1954
to 22,460 (excluding those engaged in oil), of which
22,166 employed fewer than twenty persons. Only 294
establishments employed over twenty persons. The
average number of persons employed in all establish-
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ments was 2.3, while the average for large establish-
ments was 131.6. There were also 10,157 establishments
employing onie person only, 5,651 two persons and
2,805 three persons. The total number of persons
employed in the industrial sector was 90,291, excluding
the oil industry, whiclh alone employed 15,249 persons.
More than 20 per cent of the industrial establishments,
or 4,573, were located in Baghdad and employed
33,594 persons, or approximately 37 per cent of the
total number of persons employed in industry.

The capital invested in machinery and equipment
was estimated at 15.5 million Iraqi dinars (ID) and
the total wages paid amounted to ID 5.75 million.
Sales amounted to 1D 39.2 million, the value of raw
materials to ID 15.0 million and the value of buildings
to ID 602 million. The power used amounted to
195,821 hp and was valued at ID 1.05 million. The
total value added and the value added per person
amounted to ID 23.117 million and ID 255, respecti-
vely. Thus, taking as a criterion the relative size of
the industrial sector, the number of persons engaged
in it and the size of industrial establishments, the
industrial sector in Iraq appeared to be of minor
importance. Nevertheless, the industrial census depicted
possible expansion in the cigarette, spinning and
weaving, soap, chemical and construction industries.

The industrial sector was characterized by the pre-
dominance of industries using agricultural products.
As indicated above, the total receipts from industrial
activity amounted to ID 39.2 million in 1954, dis-
tributed as follows: construction industry, ID 86
million; water and electricity, 1D 2.5 million; grain
milling, 1D 1.0 million ; tanning, I 0.8 million ; others,
ID 25.3 million. During the same year, imports of
consumer goods amounted to ID 3.70 million, of which
ID 13.7 million were spent on food and soft drinks,
ID 12.8 million on textiles, ID 4 million on durable
consumer goods and I 6.4 million on other consumer
goods.

Studies have indicated that, during the nineteen-
fifties, industrial expansion was limited. by economic
and technical factors. In some cases raw materials were
not readily available, while in others the level of
domestic demand was not such as to permit the estab-
lishment of economically viable industries. In certain
other cases, demand existed only for products of
superior quality which could not be produced locally
owing to lack of technical know-how.

We have already observed that the process of
economic development in Iraq remained very slow until
the beginning of the nineteen-fifties, a fact which
limited the size of the market and therefore the
growth of industries. Iraqi industry did not develop
independently of other sectors, and was itself an out-
come of the development of the economy as a whole,
which, although limited in intensity, nevertheless
created new scope for industrial development and
expansion.

Early in the nineteen-fifties, following the signing
of a new agreement with the oil companies, State
revenues from oil increased substantially, thus securing
for Iraq an important source of revenue for the develop-
ment of its industry, and solving, at the same time,
one of the country’s most important problems, that
of financial resources and foreign exchange.

Table 1. Development of State revenues from oil

Year Amount Amount
Gn 1D 000) Year (in ID 000)
1949 3,199 1957 48,920
1950 6,674 1958 79,876
1951 15,113 1959 86,649
1952 32,635 1960 95,092
1953 51,343 1961 . 94,828
1954 68,370 1962 95,124
1955 73,742 1963 110,045
1956 68,858 1964 126,074

The above table shows the extent to which revenues
derived from oil were scarce prior to 1950 and the
substantial increases which took place in the early
nineteen-fifties.

In order to invest these new resources efficiently,
law No. 23 was enacted in 1950, establishing a
Developntent Board, whose function was to investigate
the country’s potentialities, its productive capacity and
its natural resources. In the light of the board’s studies,
a general programme for developing the country's
resources was to be drawn up, aimed at increasing the
level of national income and raising the living standard
of the population. Projects in the fields of mining and
electricity were to be inclnded in the programme.

In 1951, the hoard submitted its six-year programme
(1951-1956), based mainly on the 1BRD (International
Bank for Reconstruction and Development) mission’s
report, which stressed the need for assigning priority
to agricultural development. Accordingly, 34 per cent
of the total investment under that progrimme  wis
allocated to water-control projects, 8 per cent to other
agricultural projects and 20 per cent to mining, industry
and electricity.

Later, when the State’s revenues from oil had been
snbstantially raised, the Development Board submitted
a second five-year programme, 1955-1959, under which
the amounts allocated were twice as high as those
under the first. Allocation for water control and com-
munications were also twice as high, while those for
public buildings were even higher. As a result, alloca-
tions for industry and agricultural projects were lower
in the second programme than in the first.

In essence and form, the 1955-1959 programme was
similar to its predecessor. However, again in conse-
quence of the increasing receipts from oil, the com-
gletion of certain studies and the publication of Lord

alter’s report on lraq. the second programme was

replaced in 1956 by a third programme covering the
period 1955-1960.

Lord Salter’s proiwosals were clearly reflected in the
latest programme. His report stressed the necessity
of giving priority to short-term projects directly and
rapidly affecting the level of income. Accor(f;ngly,
allocations for housing and agricultural projects were
increased. The programme for indnstry reflected, to
a large extent, the Little Co. report.

The following table, which shows the allocations
contained in the three programmes of the Development
Board, clearly indicates the priority given to the
development of agriculture.
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Table 2. Allocatlons under the three programmen of the Development Board

First
programme
1951.1956
1D million
(percentage)

ltem

Second Third
programme programme
1935 1959 1955-1960

1D million
(percemtage)

1) million
{percentage)

1. Expenses for administra-
tion, research and organ-

ization . .. . ... ... .. 3.2 2.0
2 [Irrigation and flood con-
trol ... ... ... ... 534 34.5
3. Development of animal
and vegetable wealth 12.7 8.1
4. Industry, mining and
energy .. ... ... k)W | 20.0
5. Communications . 29.0 18.7
6. Housing .. .. . .. . 17 1.1
7. Main public buildings 192 124
8. Secondary public
buildings — —
9. Miscellaneous S4 3.5
Torar 1554 100.0

5.5 18 74 14
107.9 359 153.8 30.7
6.3 21 14.3 28
436 14.3 67.1 134
742 243 1244 249
6.0 19 241 4.9
226 7.6 39.8 8.0
323 10.6 59.4 12.0
5.9 19 2.9 20
304.3 100.0 500.0 100.0

Iraq’s industria! policy during the nineteen-fifties
tended to be conservative. Furthermore, only a part
of the amount allocated was actually spent.

This conservative policy was not confined to the
public sector. 1t reflected a concern with maintaining
an equilibrinm in the Iraqi economy, in the sense of
price stability. Accordingly, the adoption of an open-
door trade policy was advocated ; few went as far as
to criticize the industrial encouragement law.

Following the revolution of 14 July 1958, a struc-
tural change in the Government's economic policy took

place, the effects of which were felt in the vears that
followed,

Briefly, the economic activities of the State and the
large expenditures on development projects directly
affected the size of the lraqi market and the growth
of industry. \While the annmal growth in national
income, at constant prices, in the ten-year period
starting 1953, was of the order of 6.4 per cent, the
anmal rate of growth in the industrial sector during
the same period was 11.5 per cent. In spite of this
increase, the industrial sector continued to constitute
only a small part of the national income, amounting
to 7.6 per cent in 1953 and 9.4 per cent in 1958 (at
constant prices).

Table 3. National income and Income originating in the
Industrial sector prior to 1980

National
thcome et
constant Industrial
1956 prices sector
1':0' (in ID million) (sn 1D million)
1953 2628 18.7
1954 3226 212
1955 298.9 24.5
1956 kX' W) 29
1957 3484 298
1958 363.1 317
1959 368.6 84

THE SITUATION IN THE EARLY NINETEEN-SIXTIES

_ Apart from the information presented in the 1954
industrial census, no serious attempt was made to collect
data on the industrial sector in Iraq prior to 1960.

Consequently, it is not possible to trace the development
of industry in Iraq in detail. The Central Department
of Statistics took this into consideration when, in 1960,
it began to collect monthly statistics on the industrial
sector. The resnlts of the 1960, 1961 and 19062 monthly
industrial censuses have already been published. From
the information obtained from those censuses, a more
adequate picture of the industrial sector in Irag can
be formed, especially if we take into consideration the
further development that took place in industry in
1963, 1964 and the ecarly part of 1965.

The 1960 and 1961 censuses contained information
pertaining only to establishments that were actually
operating and that employed ten or more persons.
With such statistics, it was difficult to undertake any
accurate comparison between the industrial situation
in the two periods, i.e. the nineteen-fifties and the
nineteen-sixties. The Central Department of Statistics
realized that deficiency, and in 1962 started collecting,
twice a year, data on industrial establishments em-
ploying fewer than ten persons. As a result, the
industrial census of 1962 now gives a more comprehen-
sive picture of the industrial sector in Iraq.

In 1962, the number of large establishments was
1,182, while the number of small establishments was
20,191, totalling 21,373 establishments, in all.

The following table reflects the evolution of the
industrial sector in Iraq during the years 1960, 1961
and 1962. The information given pertains only to large
establishments employing ten or incre persons (ex-
cluding oil establishments).

Table 4. Development of the Industrial sector, 1908, 1961

and 1062
Item 1960 1961 1962
Number of establish-
ments ............ . 970 1,162 1,182
Number of persons
employed . ........ 67,221 73,253 77,666
Annual wages (ID) .. 15,360,491 17,370,741 18,991,806
Cost of materials used
in production (ID) 40,393223 47,530,185  47.598,298
Total annual re- _
ceipts (ID) .. 85054996 97,354,337 104,689,688
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Table 5. Large and smail establishments, 1962

Large Small
Detuils estublishments cstablishments Total

Number of establish-

ments = ... . 1,182 20,191 2i,372

Number of persons

employed . . . 77,66/ 43,121 120,787

Annual wages (ID) 18,992,802 2,973,402 21,966,204
Cost of materials used

in production (ID) 47598208 19448688  7,046.786
Total annual re-

ceipts (ID) ... 104,680,688 32,625,036 137,314,724

* Including 850 unpaid persons.
b Including 24,963 unpaid persons.

The value added, at current prices, in the industrial
sector (manufactnring, water and electricity) was ID
(2,950,000 in 1962, und the number of establishments
was 21.373, as compared with 22460 in 1954. This
would indicate that lirger establishments with mech-
anized cquripment had heen replacing small establish-
ments. The number of persons engaged in indnstry
increased from 90,291 in 1954 to 120787 in 1962.
Total annual wages increased from 5,756,000 dinars in
1954 to 21.966,208 dinars in 1962 and receipts from
sales jumped from ID 39 million in 1954 to more than
ID 137 million in 1962. The value of materials used
in _production also increased from 1D 15 million in
1954 to more than ID 67 million in 1962. The value
added per person, which amounted to ID 255 dinars
in 1954, rose to more than 11 490 dinars in 1962.

The above fignres indicate unprecedented progress
in Iraqi industry during the period 1954-1962. Despite
its persistantly sonll contribution to the national
income, the industrial sector has taken the lead in the
development process. \Whereas the average rate of
growth in national income, at constant prices, amounted

to 04 per cent during the period 1954-1963, the
industrial sector’s average rate of growth exceeded
11.§ per cent; this was higher than that of any other
sector in the economy. The rate of mdustrial growth
increased from 9.4 per cent in 1958 to 11.7 per cent
in 1961 and 12.3 per cent in 1962,

Table 6. Nationa! income and income originating In the
industrial sector in the early nineteen-sixties

National
income
at constaut Industrial
1956 prices sector
Year (in ID million) (i £D mitlion)
1960 4146 47.5
1961 468.8 512
1962 503.3 §7.0
1963 4894 §5.3

TUE SITUATION IN THE PRIVATE, MIXED AND PUBLIC
SECTORS

The State began to take an active role in the
development activities of the country in the early
nineteeu-fifties, when the financial resources needed
became available. The State’s contribution to the
national income amounted to 15 per ceut in 1960. The
normal trend towards an increase in the State’s con-
tribution to the country’s national income was further
strengthened by the socialistic decisions of July 1964.
Government investments considerably exceeded those
of the private sector. Consequently, the increased
investment activities of the State were hound to affect
the government contribution to national income.

The following table shows the change in the relative
umportance of the private and public sectors and the
contribution of each to the value added in the industrial
sector,

Table 7. Contributions of the private and public sectors In the vaiue added of the industriai sector
(In ID million)

1953 1956 1960
Item Private Public Total Private Public Total Private Public Total
Oil refining . . ... . - 1.73 1.73 — 261 261 — 517 s
Manufacturing industries 16.32 043 16.75 25.56 0.76 26.52 4i.02 2.59 43.6]1
Water and electricity .. 0.50 0.70 1.20 —_ 207 207 — 2.66 266
Tora. 1682 286 1968  25% 54 300 4102 1041 Sia4

The proportions shown in the foregoing table will
doubtless increase further as a result of nationalization
measures and the larger government investments in
the indnstrial sector.

The private sector

The wnount of capital invested in 107 new projects
licensed under article 4 of the development law was
ID 8,813,000 in the year preceding nationalization.
Two years later, or one year after nationalization, the
amount of licensed investments had fallen to ID
2,800,000. but the number of projects had risen to 157,
representing an increase of 33 per cent over the
previous vear. The following table presents a clearer
picture of prospects in the private sector, as given by
the Federation of Industries, classified according to
their affiliation or registration with the federation.
(Projects affiliated with the federation must have a
minimum of ID 3,000 invested in machinery and
equipment, excluding power machinery. Projects re-

gistered with the federation are those whose invested
capital in machinery and equipment, excluding power
machinery, is less than ID 3,&)0.) These figures also
include projects in the public sector, which amounted
to fourteen prior to nationalization and forty-two
following nationalization (for more details see annexes

VT and VI

Table 8. Number of projects adiliated or registered with
the Federation of Induatries

Projects 1961/1962  1962/1963 1963/196¢ 1964/1965
Affiliated 490 766 922 974
Registered - 196 k' ) 768

The mived sector
The most important projects in the mixed sector
are those in whose capital the Industrial Bank has
participated. Shortly after its establishment, the In-
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dustrial Bank took the initiative of participating in
the establishment of several industrial joint-stock com-
panies, namely, a jute manufacturing company, a date
prodncing company, a construction industries company,
a woollen textiles company (which was later converted
into a governinent enterprise), the Iraqi gypsum com-
pany and the national insurance company. By the latter
part of 1955, the Industrial Bank was participating in
fourteen comnpanies. Following the revolution of 14
July 1958, the bank intensified its activities in the
field of industry. It took part in the establishment of
a light industries company, whose production included
television and radio sets. heaters, stoves, etc. The bank
also initinted the establishment of the Al-Iniara in-
dustries company, the national chemical industries
company of Baghdad, and the Iraqi insurance company.

On 13 July 1964, the Industrial Bank was partici-
pating in seventeen joint-stock companies in the mixed
sector.

The nationalization laws which followed brought
mnder State control the first nine companies shown
in the following table. The Industrial Bank continued
its participation in the remaining companies, except
for the Baghdad bakery company, which was attached
to the General Directorate of Supplies, and the woollen
textiles company, which was converted into a public
enterprise. Furthermore, the bank has been studying
the possibility of establishing two new projects, one
for the production of compressed wood fibres, using
date palms as a raw material, with a capital of 1D
750,000; the other for the production of bicycles, with
a capital of ID 250,000. The formalities are now in
their final stages, and it is hoped to complete the
establishment of these companies with the coming two
years.

Table 9. Joint-stock companies In which the Industrial
Bank participated in 1964

Nominal
Initial Paid-up participation
Percen-

ital it bank
Name of company (.'-‘;3 000) (i:ﬁ; 000) (i:’ID 000) tage

1. 1ragi Cement Co. ... 2,625 2,628 S09 194
2. Vegetable Oila

Extraction Co. ... .. 2,000 2,000 411 20.8
3. National Leather

Industries Co. ... ... 500 500 179 42.5
4. Iraqi Grain Trading

and Milling Co. .... 2% 2 66 264
5. Iraqgi Jute Indus-

tries Co. ........... 850 760 127 150
6. 1raqi Spinning and

Weaving Co. ....... 1200 1,200 425 354
7. Real Estate Manufac-

tures Co. .......... 500 418 100 200
8. National Insurance

Co ................ 1,000 3% 150 150
9. 1raqi Re-insurance

Co. ................ 85000 1,250 400 80
10. 1raqi Date Indas-

tries Co. ........... 100 61 20 2.0
1. Light Industriea Co. 1,000 413 128 12.8
12. Construction

Industries Co. ... ... 100 78 46 49.0
13. National Chemical

Industries Co. ... ... 150 78 M 229
14. 1raqi Gypsum Co. .. 150 150 R ) 20.0
15. River Dredging Co. 250 61 16 63
16. Traqgi Marble Co. .. 200 50 )] 20.0
17. Baghdad Bakery Co. 130 130 2 250

The public sector

Because of the inconsistencies in coverage between
one census and the other, the annual industrial censuses
are of limited value in tracing the development of the
public industrial sector; for example, the information
presented in the 1960 census did not include construc-
tion, while the 1961 census describes the govermment
sector in a general way.

The following table gives some indication of the
scope of the government industrial sector

Table 10. Government manufacturing
1962

establishments In

Average "' VN

I'alue of sales
number of Number

of fnrnished

establish- of persons goods
Industry ments  employed tin 1D 000)
Sugar .......... ..., 1 235 1,503
Cotton ginning 1 6 20
Pencils == .. ... .. 1 41 6
Cigarettes . .. .. ... ... 1 497 2,120
Medical cotton ........ ... 1 21 108
Tee ... .. 1 4 1
Cement ... .............. 2 489 S0t
Concrete products ... ... .. 1 465 —
Shoes ... ................ 1 16 —
Silk textiles....... ... ... .. 1 43 17
Tobacco trimming - 1 63 —
Date pressing .. ...... . ... 1 196 35
Dairy products . ... .. . .. 2 3N 675
Carpentry ... ... .. ... 4 156 90
Printing and put.iishing. .. .. 6 692 717
Woollen textiles .. ... .. .. 1 1,090 885
Cotton textiles ............ 1 1,571 1,755
Bakeries ... ........ ..... S 462 398
Sewing . ...... ... . ... 4 417 365
Slaughter houses . ... ... 6 167 9
Refineries .. ............. 5 2334 13,586
ToraL 47 9,666 23,098 4 96
* Receipts,

The table indicates that the government industral
sector in 1962 constituted a small part of the whole
industrial sector (20 per cent). Nevertheless, the
government sector covered a wide variety of industrial
activities.

The socialist measures of July 1958 affected the
distribution of industries as between private and public
sectors. But the main factor which is expected to
iticrease the relative importance of the public sector
in the field of industry will be its large investments
in the coming years. At this stage, it may be worth
while to investigate the industrial investment pro-
gramme included in the five-year plan for 1956-1969.

The five-year plan, 1965-1969

This plan is expected to achieve two important
economic ohjectives: a substantial increase in the
volume of production and the standard of living by
the acceleration of the rate of economic growth within
a framework of economic stability; and a balance in
the economic structure of Iraq by an increase in
the production and export of agricultural and industrial
products, in order to diversify the national product and
diminish the country’s relative dependence on oil
revenues as a source of foreign exchange.

In order to realize these objectives, the plan aims
at increasing national income at a minimum average
compound rate of 8 per cent per annum during the

B ™
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coming five years. In fixing this target, the saving and
investment potentials of the lraqi economy, as well as
the size and development of available resources, were
taken into consideration. Sectoral rates of growth were
set up ou the basis of past performance. Thus, the
annual rate of growth was fixed at 12 per cent in the
industrial sector and at 20 per cent in the electricity
sector. As u result, the valne added in industry is
expected to increase from ID 70 million in 1964 to
D 120 million in 1969, and from ID 6 million to 1D
65 million in the clectriciiy sector during the same
period. This will require the investment of ID 150
million in industry and 11D 45 million in electricity.
Total planned investments in these two fields by the
central Government is fixed at 1D 168 million, while
the private sector's contrihution is not expected to
exceed ID 5 million. Other investments, amounting
to I1) 35 million, will be undertaken by the liconomic
Organization and other government agencies.

It is worth mentioning that most government-owned
indnstrial projects employ modern lubaur-saving tech-
niques and have relatively large capital funds. Up to
18,840 persons are needed per year over the plan
period to undertake constructian works in government-
owned industrial and electricity projects. In the target
year. 21,952 persons will be required to run the newly
established industries. Furthermore, industrial and
electricity projects require relatively larger amounts
of foreign exchange than other types of projects
included in the plan. Foreign exchange requirements
constitute 7 ver cent of total investments in industry.
R0 per cent i electricity, 30 per cent in agriculture,
25 per cent in construction and housing and 40 per
cent in transport and communications.

In contrast with the private sector, which is expected
to develop at a relatively slow rate, the public in-
dustrial sector is expected to develop rapidly in the
coming years.

Annex I1 shows the industrial projects envisaged by
the public sector in the five-Year plan, :nd annex 171
shows the value added in the different types of
industries far a nnmber of years. .

MEASURES TO ENCOURAGE INDUSTRY

The main source of industrial financing in Iraq is
domestic, the role of foreign capital being rather of a
complenientary natnre. Very little use has heen made
in the past of foreign horrowing and equity partici-
pation. However, the expansion of domestic industries
or the establishment of new ones may require the
participation of foreign capital in the futnre. This fact
has already been taken into account in the present
five-vear plan.

A description of the role of the Industrial Bank in
financing both the mixed and the private sectars follows.

The Industrial Bank

The bank was established to promote industry and
encourage the investment of capital in industrial enter-

rises. Its role as a source of finance was emphasized
Eecause of the reluctance of Iraqi private capital to
invest in industry, preferring to invest in commercial
and real estate projects which are characterized by
quick returns,

In accordance with the law which established it, the
bank is to achieve its aims by the following means:

(a) Lend money to establish, operate, expand and

imprrove industrial enterprises ; to purchase and import
equipment, machinery and raw materials; to assist in
exporting industrial products and to carry out any
step which is deemed to pramote industry in accordance
with the provisions of the bank's regulations;

(b) Participate as founder and/or shareholder in
industrial enterprises nundertaken by joint-stock com-
panies ;

(c) Mediate in the impart of machinery, equipment
and raw materials for indnstrial purposes; and in the
export of industrial products for the account of its
clients in accordance with instructions to be issued by
the hoard of directors in this respect;

(d) Store machinery, equipment, raw materials and
products helonging to industrial enterprises in its own
warehouses or in other stores to he selected by it:

(¢) Deal in foreign exchange and issue guarantees,
provided that business of such nature is confined to
matters connected with industrial enterprises, in accord-
ance with the provisions of the banking control law
and the fareign exchange control law;

(fy Offer technical assistance, advice and informa-
tion on economic, engineering, administrative and
acconnting matters to owners of industrial enterprises ;

(9) Carry out studies and research necessary for
the establishment and promotion of industrial enter-
prises or for their expansion or for changing their
purpose directly or in co-operation with companies,
individuals, official estahlishments or services, etc.;

(h) Provide administrative, vocational or other
services to industrial enterprises hy seeking the assist-
ance of the techuical staff at the Ministry of Industry,
and also assist the client in laying down suitable plans
for establishing the enterprises connected with the
required loan; at the request of the client, the bank
also carries out such studies against fees to be agreed
upon.

The bank’s nominal capital, as a non-interest-bearing
loan from the Ministry of Finance, was originally set
at ID 500,000. The sum was considered large in
relation to the bank's activities at the time. In fact.
total yearly loans extended by the hank did not exceed
ID 100,000. With the expansion that has been taking
place in the bank's financial activities, its capital has
been raised on several occasions in order to handle new
developments in the industrial field. It was raised to
ID 1 million in 1950-1951, to ID 3 million in 1954-
1955 and then to ID 8 million in 1955. The last of
such increments took place in 1961-1962, when the
bank’s nominal capital was raised to 11D 10 million.
However, the paid-up capital has not, so far, exceeded
ID 4.75 million. The gradual increase in the bank’s
activities has made it necessary to look for new sources
of finance. Recently, the bank contracted a 3 per cent
interest-bearing loan from the Central Bunk of Iraq
amounting to ID 0.5 million.

As a result of developments in the field of national
industry and in the hank’s capital, total loans extended
by the bank increased from ID 100,000 in the first
year of operation to over ID 1 million in some of the
subsequent years. These loans covered all Iraq and
were exterded to large as well as small projects in
the private and mixed sectors.

Following the nationalization measures, loans ex-
tended by the bank expanded in line with the new
policy aimed at meeting the financial needs of the
private sector. Accordingly, loan applications increased
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markedly. However, most applications were for work-
ing capital, while those for medium-and long-term
capital diminished.

Loans extended by the bank during the second balf
of 1964 (i.e. after nationalization) represented a 30
per cent increase above the level dnring the first balf
of that year. Similarly, loans extended during the first
quarter of 1965 represented a 51 per cent increase
above their level during the corresponding period of
the previous year. All in all, 1D 1,040,000 worth of
loans were extended after nationalization, indicating
an expansion in the bank’s credit operations.

Annex IV shows the industries which have received
loans from the bank.

At the very beginning, the bank's functions were
confined to the extension of loans and equity participa-
tion. However, before 1958, the bhank for a time
provided industrialists with certain banking services,
such as the opening of credits. Later, it was found
necessary to introduce a variety of banking services as
a part of the bank’s functions. Accordingly, such
services were provided for in the bank’s regulations.
and in 1962 it began to perform them, although on a
very limited scale. Following the nationalization mea-
sures of 14 July 1964, the bank expanded its operations
in that field. Prior to nationalization, credit opening
operations totalled 11 656,208, current debtor account
facilities granted totalled 11> 39,100 and bills discounted
11) 10,500. The corresponding amounts for the period
following the nationalization measures were 1D
1,597,215, 1D 73,450 and 1D 46,050. Furthermore, the
bank pursued a flexible policy regarding the deposit
of guarantees against the opening of credit.

Facilities and services rendered by the bank were
not confined to the private and mixed sectors, hut were
also extended to projects helonging to the public sector.
As soon as storage facilities in the bank’s warehouses
are organized, its operations are expected to expand
even further.

As stated earlier, a number of industrial companies
were attached to the bank following its separation from
the agricultural-industrial bank. In 1948, two years
after the bank started operations, the relevant depart-
ments in the bank undertook stndies on a number of
important industrial projects such as sngar, glass,
paper, steel, jute and woollen textiles.

Table 13. Companies in which the bank remained a share-
holder after nationalisation

Bank’'s Percentege
Nominal Pail-u, paid-wp of B
copitel capital  partics-  perIP-

Coempany (sm ID 000) (in ID 000) petion  pal.u..

Light Industries Co. .... 1,000 750 126 168
National Chemical Indus-

tries Co. ... . ..... . 150 75 30 400

Date Industries Co. . 170 75 1§ 200

Construction Industries . 100 100 49 490

The bank’s industrial programme took shape in the
last part of 1964, when it prepared its investment plan
within the framework of the general industrial plan.
The programme included:

(a) Strengthening and expanding the mixed sector
because of its importance in the development of
industry ; in line with this objective, the bank increased

its participation in the companies in which it was
already a shareholder, in particular the Light In-
dustries Co., the Date Industries Co. and the National
Chemical Industries Co. ;

() Providing support to the existing private sector
and participating whenever necessary in its projects:
the bank hiss already participated in the Al-llilal
Industrial Co. and the Northern Wood Co., and is
studying the position of other indnstrial enterprises:

(c) Establishment of the following new industrial
projects :

(i) In collaboration with the private sector, a
project for the production of compressed wood fibres
from date palms; the bank and the authorities con-
cerned are looking for the most appropriate location
for the plant; in the meantime, studies and tests
are near completion ; this project will have an annual
capacity of 12,000 tons and will cost ahout 1D
750,000; a company to take charge of this project
is being established ;

(ii) Also in collaboration with the private sector,
a project to produce 30,000 hicycles at a cost of
1D 250,000: a company i also heing establisherl
to this end:

(d) The following projects are under study : hicycle
tyres and tubes; starch from millet : citric acid; sewing
machines.

Tax exemptions

Tax exemptions have heen among the measures taken
by different Iraqi governments to encourage mational
industry. In general, exemptions have been institnted
throngh customs tariffs or the pronmligation of special
laws such as the law for the enconragement of industrial
undertakings and the industrial development law.

In 1927, the customs tariff law was amended to
exempt the import of machinery and equipment. FFol-
lowing that, law No. 14 of 1029 for the encouragement
of industrial projects introduced a major change i
the field of industrial encouragement. Besides main-
taining the import tax exemptions of 1927, the new
law exempted industrial projects from the income tax
for a pertod of ten years and from the excise tax on
all transactions. Furthermore, the law anthorized the
use of nunexploited government land for the establish-
ment of industrial projects, provided that:

The final product differed from the raw materials used

The operations within the establishment were per-
formed by macbinery;

The number of non-lragi workers and employees,
excluding technicians, did not exceed 10 per cent
of the total staff engaged:

The minimum capital of the establishment amounted
to 1D 2,750.

The 1931 antendment to the 1929 law reduced the
miimum capital requirement to 11) 1,500, enabling a
larger number of establishments to enjoy the facilities
granted under the law.

In 1933, a new customs tariff law was introduced
aimed at providing protection for local industry. Tariff
rates were differentiated in accordance with the relative
importance of the industry in the national economy and
its stage of development. For example, customs duties
imposed on imported cigarettes were intended to create
a price differential which would favour the consump-
tion of local cigarettes.
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In the year following the promulgation of the 1929
law, only eight projects were granted facilities in
accordance with its provisions; the number gradually
increased and reached ninety-six in 19485,

Another important development in the field of indus-
trinl encouragement was the promulgation, in 1950, of
law No. 43 for the encouragement of industrial under-
takings. The provisions of the new law were much the
same as those of its predecessor, the 1929 law. The
1950 law, however, introduced the following main new
provisions:

(a) Exemption of the enterprise from the income
tax in respect of additional profits which do not exceed
10 per cent of the total annual profits, for a period of
four years;

(h) Exemption from the property tax for a period
of ten years;

(¢) Exemption of raw materials and machinery
from different types of fees;

(d) Provision, free of charge, of government land
up to 25,000 m* for a certain period of time.

Eligibility for these exemptions and preferences was
made subject to the following conditions: use of local
raw materials or production of a commodity that could
replace imports; value of machinery and equipment
should not be less than ID 5.000: at least 55 per cent
of the capital must be Iraqi; the number of non-Iraqis
employed, excluding technicians, should not exceed
10 per cant of the total.

In consequence of a further amendment to the law in
1955, the following provisions came into effect: exten-
sion of the period of exemgtion from income tax and
from tax on additional profits to five years and, when
necessary, to three more years, and allocation of 25 per
cent of the annual profits to a reserve fund. Further-
more, the law differentiated between residents and non-
residents with respect to income tax collection,

Laz on the establishment of industrial enterprises, 1957

Law No. 17 of 1957 on the establishment of indus-
trial enterprises was enacted prior to the revolution of
July 1958. However, following the revolution, the
newly adopted concept of industrial planning neces-
sitated the provision of a new industrial law. The main
provisions of the new law are described below.

(a) The establishment of new projects was to be
subject to licensing, provided the country was in need
of such projects; such licenses must be issued in line
with the general industrial development programme
and should aim at establishing equilibrium ween
supply and demand.

(b) Principles to guide industry were adopted
aiming at:
(i) Protection of local industry and the national
economy in general;

(if) Protection of industrialists from the con-
sequences of adopting conflicting policies ;

(iii) Ensuring an optional distribution of the
available economic resources.

To fulfil these aims, a set of regulations dealing with
the problems of monopolistic practices in industry was
introduced. Under those regulations, the licensing of
f'oint-stock industriul companies was encouraged; a
imit was set to the value of machinery used in produc-
tion, and the price, quality and quantity of goods

produced by protected industry were to be subject to
control.

(¢) The following facilities were extended to projects
meeting the conditions stipulated in the law:

(i) Exemption from income tax of annual profits
not exceeding 10 per cent of the paid-up capital for
a period of five years;

(ii) Exemption from income tax of annual profits
not exceeding 5 per cent of the paid-up capital during
the next five years;

(iii) Exemption from income tax of reserves
allocated for development and expansion purposes.
provided that such funds did not exceed 25 per cent
of total annual profits and were re-invested during
the subsequent five years:

(iv) Exemption from property tax for a period
of ten years;

(v) Exemption from stamp duties;

(vi) Exemption from import duty of the following
materials which could not be obtained locally:
machinery_and equipment; tools and spare parts;
raw materials; packing materials;

(vii) Leasing of government land for the purpose
of estublishing industrial projects against reasonable
fees for a period of ten years;

(d) The granting of exemptions was made subject
to the following conditions :

(i) The number of non-Iraqi workers and em-
ployees must not exceed 10 per cent of the total
mimber of workers and employees, excluding tech-
nicians performing services indispensable for the
project;

(ii) At least 60 per cent of the paid-up capital
must be Iraqi;

(iii) The value of machinery and equipment,
excluding power generating equipment, must not be
less than ID 3,000;

(e) A certificate providing for tem rary or full
exemption must be granted upon fulfilment of the
above conditions.

The law containec ther provisions defining the
authorities’ attitude in case of any violation of the law
on the part of the owners of enterprises.

Under amendments adopted shortly thereafter,
Kuwaiti, Palestinian and all other Arab workers,
employees or technicians were to be treated on an
qual footing with Iraqis. Furthermore, all Arab capital

to receive the same treatment as the Iraqi, with the
cottdition stipulated under sub-paragraph (d) (ii) above
being applicable to such capital.

The issuance of new rules and regulations exempting
certain types of machinery, equipment and raw materials
from customs duties was also authorized.

The lack of clarity in some of the provisions of the
law and its amendmients created many difficulties, par-
ticularly in respect to the enforcement of provisions
relating to the amount of aid to be granted to industrial
projects. For example, the provisions relating to exemp-
tion of profits from income tax were ambi ous; simi-
larly, the procedures for granting full angu temporary
exemption certificates were complicated. It was also
found necessury to extend the period required for the
establishment of projects.
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Industrial promotion law, 1964

Accordingly, the industrial promotion law No. 164
of 1964 was enacted. The new law follows the same
prisiciples as its precursor, the promotion law, with its
amendments. To be entitled to assistance under the
new law, projects must fulfil the following conditions:

(a) All workers and employees, excluding experts
and technicians performing indispensable services must
be of Iragi or Aral nationality ;

(b) At least 60 per cent of the capital must be Iraqi
or Arab;

(¢) The value of machinery equipment and tools,
excluding power-generating equipment, must be not
less than ID 5,000.

With respect to the granting of assistance, the new
law maintains the same principles as the old one, at
the same time adding the clarifications listed helow.

(a) Profits not exceeding 10 per cent of the project’s
paid-up capital shall be exempted from income tax for
a period of five years, effective from the year in which
profits are first realized; in the subsequent five years,
profits not exceeding 5 per cent of paid-up capital shall
also be exempted. Any profits in excess of these rates
shall be macie subject to income tax. The year: of
exemption enjoyed by the project in accordance with
the provisions of previous laws shall be counted if the
previous exemption period had not ended at the time
when industrial promotion law No. 31 for 1961 was
promulgated.

(h) Th. project shall be exempted from income tax
on that part of its profits allocated to reserves, provided
that such amounts do not exceed 25 per cent of total
annnal profits. If those reserves are not utilized within
five years from the date of their allocation, or if they
are added to capital or distributed in any form, they
shall be added to the profits of the year following the
expiration of the five-year period, and made liable to
the payment of income tax.

(¢) The law retains the provisions relating to the
exemption of projects from the payment of property and
stamp duties, It also retains the exemptions from the
payment of customs duties on all machinery, equip-
ment and raw and packing materials, as well as the
regulations concerning the leasing of State lands.

(d) The new law cancels the temporary exemption
certificate stipulated in the previous law; instead, it
entitles the licensed project to enjoy all the privileges
referred to in paragraphs 3, 4, 5 and 6 of its article 10.

(¢) The project owner may upon its completion
apply for a full exemption certificate.

(f) The law provides also for suspending exemp-
tions and for measures to deal with any contraventions
of its provisions in order to ensure its proper enforce-
ment and utilization.

Protection

In recent years, Iraqi industry has enjoyed an un-
precedented degree of encouragement and support. The
main aspect of this support has been the protection of
local industry against foreign competition. The degree
of protection provided has varied, depending on the
ability of local production to satisfy domestic needs with
respect to quantity and quality and at reasonable prices.

Protection is mainly dictated by the desire to give
domestically produced goods a chance to find their way
to the consumer, who is already accustomed to using
imported goods, both out of price and quality con-

siderations and, more often than not, simply because the
produci is a foreign one. In fact, a psychological factor
prevails in all developing countries tending to make the
consumer prefer an imported commodity, because he
lacks confidence in its domestic counterpart.

Hence, in order to make the Iraqi consumer use
domestic goods, the Iragi Government has had to
impose high customs Juties and to supplement them,
depending upon the circumstances, by the restriction
and, at times, by ihe prohibition of imports.

With this objcctive in view, a committee for the
protection of national industry was organized in 1961
within the Ministry of Economy. Prior to this step,
protective measures had been issued by the High Suppel;
Committee, which had the power to prohiit the
importation of any merchandise whenever a local coun-
terpart was available. Protective measures had also
been adopted through the directives of a temporary
committee composed of members of the Ministry of
Economy and other departments concerned. The com-
mittee had the power to prohibit totally or partial'v the
importation of certain goods. However, because of the
increasing demand for protection on the part of national
indlustries, it was foumr necessary to create a permanent
technical body to look into the matter, Accordingly, a
committee was organized under the supervision of the
Ministry of Economy, composed of representatives of
the official departments directly concerned with the
protection of industry, to submit proposals for the con-
sideration of the responsible authorities.

Protective measures in Iraq were not confined to
Erohibiting the importation of competing foreign goods,
ut were extended to the fixing of the prices of pro-
tected goods in order 1o keep them at the same level,
or at a lower level than that of similar imported goods.

The Federation of Industries

The development of industry in Iraq has made it
necessary to establish a nuniber of agencies to promote
such development.

One such agency is the Federation of Industries,
which brings together the owners of industrial estah-
lishments in a congenial atmosphere to study their
mutual problems and propose solutions to promote their
interests. The federation enjoys an independent legal
status by virtue of law No. 52 (1956). The law entered
into force on 18 August 1956 and was later revised
and replaced by law No. 31 (1962).

The nain objective of the federation is to represent
industrial interests before government authorities and
other institutions, and promote the development of
industry. Its policy reflects the views of industrialists
either directly or through their representatives on the
board of directors. Thue it does not represent the
opinion of individual industrialists, but rather the point
of view of Iraqi industry as a whole. The policy aims at
developing industry, assisting it, promoting its products,
protecting it against foreign competition and introdncing
its output to the Iraqi public. To ensure the attainment
of these objectives, the federation studies thoroughly
the problems of Iraqi industry and recommends means
for its promotion. In these studies, the federation treats
Iraqi industry as a unit, regardless whether it belongs
to the public, private or mixed sectors.

Through its advisory functions, the federation has
been instrumental in developing the industrial sector,
especially the private sector, as well as in encouring
investors to venture into the industrial field.
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Annexes V'I and VII show the number of projects
affiliated with the federation, distribhuted by type of
industry and geographical location respectively.

Nationalization

The Economic Organization came into being as a
result of the socialist laws promulgated on 14 July 1958,
These laws aimed at implementing the principles of
Arab socialism, defining the scope of the public sector
and its role in the economic development of the country
and organizing the activities of the private sector
within the framework of the general economic develop-
ment plan. Furthermore, they outlined the main aspects
of the Government's socialist policy and its aims as
follows

(8) To implement the social revolution, aimed at
creating an economic and social régime which would
result in an increase in production, and a fair dis-
tribution of income;

(b) To define the field of economic activities per-
taining to the public sector to ensure the implementation
of socialist principles in planning: in line with this
objective, all banks and insurance companies fell into
the hands of the State; this measure was intended to
make available to the Government the main sources of
finance and investments, thereby enabling it to formulate
its development policy; furtherinore, the cement and
ashestos industries were reserved to the State because
of their importance in the development of the country;
in the case of other industrial activities, such as spin-
ning, weaving, tanning, or the production of foodstuffs,
soap, shoes and bhricks, the door was left open to
general participation;

(¢) To define the role of the private sector and its
activities, making it compatible with the previsions of
the temporary constitution and the aims of Arab
socialism.

Regarding the organization of certain companies,
law No. 103 of 1964, and its amendments, stipulated
that every limited liability comE:my whose paid-up
capital was 1D 70,000 or more should, at the time of
the implementation of the law, assume the chiracter of
a joint-stock company; any company to be established
thereafter, with a paid-up capital of ID 70,000 or more,
must assunie the character of a joint-stock company;
every industrial project which, at the timie of the imple-
mentation of the law, did not have the character of a
joint-stock or limited-liability company, and whose net
assets amounted to ID 70,000 or more, must assume
the character of such a company ; a maximum limit to
individual ownerships in joint-stock companies founded
for periods exceeding fie years; the value of shares
with a paid-up nomiual value should not exceed
ID 10,006,;“ companies, projects and institutions covered
by the law must adapt their conditions to its provisions
within a maximum period of one year; (however, due
to the prevailing economic situation, this provision was
amended and the period extended to two years).

The Ecomomic Organization

Law No. 98 of 1964 established an agency attached
to the Prime Minister known as the Lconomic Organi-
zation. The law gave the agency legal status and made
it financially and administratively independent. The
organization consisted of the following:

The General Industrial Organization, covering all
nationalized industrial establishments as well as

government industrial administrations; these were
later attached to the Iiconomic Organization ;

The General Trade Organization, covering all national-
ized commercial establishments: provisions were
made for government commercial agencies to be
attached to it in the future;

The General Insurance Organization, covering all
nationalized as well as government insurance and re-
insurance companies.

The purpose of the organization, as defined by the
law, was to participate in developing the national eco-
nomy through economic activity in the public sector.
The law also defined the ways and means of such
participation,

The main functions of the Fconomic Organization
may be summarized as follows: determining the indem-
nity values for the nationalized companies and com-
peusating shareholders; administering government in-
dustrial establishments; setting up specific industries;
amalgamating some of the nationalized companies in
order to achieve economies of scale.

The year following nationalization could be con-
sidered as a transitional period. However, the na-
tionalized industries, as well as the different govern-
ment administrations, achieved a higher volume of
production and sales dnring that year than in the period
preceding nationalization (see annex VIII). During
the year ending July 1965, and hefore prices were
reduced, the value of production amounted to 1D 43.7
million, as against 1D 39 million before nationalization
(ie., an increase of 12 per cent). With the reduction
in prices, the value of production stood at 1D 42 million
(representing an increase of 10 per cent only). Sales
amounted to 1D 43.3 million, as against 1D 73.8 million
during the year before nationalization (i.e. an increase
of 15 per cent). After the reduction in prices, the value
of sales amounted to 1D 41.7 million, or an 11 per cent
increase over the preceding period. The construction
industries registered the highest rate of growth in
production and sales, amounting to 18 and 24 per cent
respectively; the spinning and weaving industry regist-
ered a 17 per cent increase in production and a 22 per
cent increase in the value of sales; while the leatﬁ:r
and shoes and foodstuffs industries registered 8 and 4
per cent increases in production, and 2 and 7 per cent
mcreases in sales respectively. The lowest increase was
registered in the cigarette industry, amounting to |
and 3 per cent in sales.

From the first week of its operation, the organization
lowered the prices of several of the items produced in
the companies under its management (see annex IX).

Despite the price reductions, the nationalized com-
panies achieved higher profit margins in relation to the
pre-nationalization period. The figures shown in
annex X are the result of auditing the accounts of
thirty nationulized establishments (industrial and com-
niercial) for the eight and one-half months that fol-
lowed nationalization, i.e., from 14 July 1964 to 31
March 1965. These figures indicate that combined
profits, before payment of income tax, of all the na-
tionalized companies amounted to 1D 2.6 million, or
24 per cent higher than in the corresponding period
preceding nationalization, Of the thirty companies
involved, only four incurred losses for other reasons,
while the other twenty-six achieved high profits as
compared with the corresponding period preceding
nationalization. Thus, the Bata Co. realized a profit of
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1D 143,000 as compared to 113 57,000 (an increase of
148 per cent; the Iraqi Ashestos Co. realized a profit
of 1D 152,000 as compared to 1) 66,000 (an increase
of 130 per cent) : the Cotton Seeds Co. realized a profit
of 1D 334,000 as against 117 165,000 (an increase of
102 per cent); the profits of the Iraqi Insurance Co.
amounted to 1D 330,000 as against 11 222,000 (an
increase of 48 per cent); the profits realized by the
Vegetable Oils Co. amounted to 11D 330,000 as against
1D 297,000, in spite of the reduction in the prices of
soap and oils; the Rafidain Trading and Milling Co.
realized a profit of 1D 118,000 as against a loss of
1D 25,000; profits realized by the Northern Milling Co.
amounted to 1D 94,000 as compared to 11D 41,000 (an
increase of 128 per cent). The National Leather Co.,
the Iraqi Jute Co. and the Rafidain Cement Co.
realized increases in profits of 27, 18 and 30 per cent
respectively. The lhiglest increase took place in the
United Match Co., whose vrofits amounted after na-
tionalization to 1D 55000 as against 1D 13,000 (an
increase of 330 per cent).

The profits as well as the other tangible results
realized by the nationalized companies changed the
general attitude as to the efficiency and ability of the
public sector to run industrial or commercial enterprises
andl make profits, The Fconomic Organization experi-
ment demonstrated that what really mattered was not
who administered a project, but rather the management
of projects on the hasis of well-defined principals and
objective criteria. As soon as such objective criteria
were established, the organization was able to run the
nationalized companies. as efficiently as, if not more
efficiently than the private sector.

Net profits realized by the nationalized companies
and public administrations. excluding five companies
and administrations attached to the I<conomic Organi-
zation, amounted to 11D 5.3 million as of 31 March
1965. Profits during the corresponding period before
nationalization amounted to I1) 4.6 million. There had
thus been an increase of 16 per cent.

Profits realized by the establishments attached to the
organization will be distributed as follows:

Income tax . o

Share of workers in profits (of which 1D 0.27
in currency (see annex XI))

Provision of housing and social services for
employees and workers. ... .. .. .. ..

Provision of central social services for persons
employed in the Economic Organization ...

1D 2.3 million
1D 0.68 million
1D 0.14 million
1D 0.27 million

Enlargement of existing plant and undertaking of new
investments

To meet the increasing foreign demand for Iraqi
cement, the organization decided to expand the prod-
uctive capacity of the cement industry. It authorized
the doubling of the capacity of the United Cement Co.
from 200,000 tons to 400, tons per year, at a cost
of ID 1.5 million. The company has already started the
expansion programme. Furthermore, the organization
authorized a project for removing dust from furnaces
and the cement insulator project of the Iraqi Cement
Clo., as well as the expansion of the Al-Furat cement
plant.

The organization also authorized the expansion of
several other projects; for instance, expansion of the
productive capacity of the Dairy Administration (ex-
pansion has already begun), and expansion and im-
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provement of the Iraqi Spinning and Weaving Co.,
Fattah-Pasha Co., the Real listate Industries Co., the
Construction Materials Co. and other companies.
lixpansion works have already been started on the
Government Sugar Administration and on the Mosul
Spimning and Weaving Administration as prescribed
in the economic plan. Furthermore, the organization
has agreed to establish a poultry company with an
annual capacity of 30 million eggs and § million hens;
the company will also produce fodder.

The total cost of the project is estimated at 11 3.5
million. Output is expected to reach the market in
mid-summer of next vear, which will help to reduce the
prices of eggs and meat.

The organization is not faced with any fnancial
problems in implementing its projects. Besides its own
financial resources, the organization resorts to the
nationalized banks to meet the financial needs of the
establishments attached to it.

I’ROBLEMS OF IRAQ1 INDUSTRY

The main problems and difficultics which have con-
fronted Iraqi industry are summarized below.

Indnstrial relations, within the economic development
process, were among the important problems faced by
Iraqi industry. The principles and values determining
these relations were regarded from two points of view.
The first was that the experience of the industrialized
countries should be taken as the principal norm for
Iraq, without regard to the basic values and charac-
teristics of the country. The second aimed at reconciling
these basic values with current needs, and took into
consideration both the historical evolution of the coun-
try and such principles and concepts of the West as
could he adapted to the needs of Iraq.

However, despite the adoption of the second point
of view, relations between emplovers and employees
were much influenced by the conditions that had pre-
vailed before the recognition of labour unions. The
employers, being at the same time owners of establish-
ments, believed in their right to impose the kind of
relations most suited to their interests, while the labonr
force, realizing its importance in the production process,
was demanding more rights and privileges. The legis-
lation which was subsequently enacted to organize and
guide industrial relations was influenced by these
factors. On the one hand, there was the employers’
fear of the attitude of the workers, so that they denied
them any right to express their opinion. On the other
hand, legislation in this ficld was influenced by the
extremist position of the workers. As a result of this
tension hetween employers and employees, many strikes
took place. The State and employers had either to
resort to drastic nieasures or to intervene through the
departments concerned to restore order. Such dis-
turbances had an adverse effect on the productivity of
workers and on their attitude towards work, with un-
favourable consequences in the rate of industrial growth.

To remedy this situation, official and non-official
circles undertook the establishment of organizations and
the enactment of laws defining and regulating industrial
relations ; one such organization was the Federation of
Industries, which has had a positive effect in guiding
these relations. Furthermore, the enactment of the
labour code and its amendments, as well as the develop-
ment of lahour unions, have also been of great help in
supporting the workers’ claims. These measures had a
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favourable effect on the growth of industry, which has
proceeded in recent years at an average of 12 per cent
per annum. It must be pointed out that the improve-
ment in human relations in government industrial estab-
lishments has also affected the promotion of such rela-
tions in the private sector, especially after the introduc-
tion of the profit-sharing principle.

Yet with all the development that has taken place in
the field of industrial relations, much still remains to

be done.

The mentality of the Iraqi industrialist is influenced
by a predominantly commercial and agricultural out-
look. The industrial mentality differs from the com-
mercial and/or agricultural m that it presupposes u
certain degree of administrative and technical aware-
ness and a different approach to organization,

Weakness in industrial discernment is exemplified by
the industrialist who decides to establish a project
merely because other similar projects exist, and without
taking into consideration the absorptive capacity of the
market. Such action will result in excess capacity, and
in a waste of economic resources which will prevent
existing plants from reaching their optimum level of
production,

The Government has tried to remedy the situation
by applying a policy of industrial guidance in accordance
with the provisions of the fourth article of the industrial
development law ; these efforts, however. have not been
successful.

Another example of the sume phenomenon is the
trial-and-crror process through which the industrialist

sses when he tries to establish a project. The
R’;llinistr_v of Industry dealt with the problem by creating,
in 1961, a centre for promoting industrial management ;
the centre started operating in 1962. Its functions are
to organize training seminars on different subjects
pertaining to industrial management in the fields of
production, marketing, sales, accountancy, costing and
maintenance. The seminars are offered to all persons
el;rgnged in industrial management. Other seminars are
offered to directors and deputy directors of industrial
establishments in the public, private and mixed sectors.

The scarcity of skilled labour is a salient feature of
Iraqi industry. It has acted as a deterrent to the estab-
blishment of new projects and the attainment of a larger
output and better quality, especially in the private
sector. In the public sector, the problem is about to be
solved, especially since the creation of the manpower
service by the Government. The service aims at
providing the newly established government industries
with skilled labour. The programme involves the
training of Iraqis abroad and the organization of local
seminars in the different vocational training centres.

It is worth noting that the shortage of foremen heads
the list. The private and mixed sectors try to solve this
problem by importing foreign technicians, l‘)iy sending
some of their employees for training abroad, or even
by attracting, through higher salaries, the skilled labour
employed in the public sector. The Government has
resorted to similar measures in an attempt to remedy
the situation.

The narrowness of the market is another problem
confronting Iraqi industry. It has prevented the estab-
lishment of many projects, since it sets a limit to the
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expansion of production and therefore to the lowering
of costs and prices. As a result, foreign goods continue
to enjoy a relatively good position. Furthermore, the
narrowness of the market has in many instances pre-
vented the establishment of new industrial projects or
branches of existing ones.

The small size of the Iraqi market might be attributed
to the following factors: low purchasing power of the
majority of the population which, in turn, is due to the
low level of income; the tastes of consumers: preference
for imported goods based on psychological and economic
reasons; small size of the population.

There are many opportunities for exporting some of
Iraq’s industrial products to neighbouring countries.
llowever, such export has taken place to a very limited
extent owing to the existence of tariff barriers in those
countries and Iraqi producers’ ignorance of the methods
of international trade.

The dependence of industrial projects on imported
raw materials mvolves many risks connected with the
scarcity and fluctuation in the prices of these materials ;
these, in turn, are reflected in the level of costs and
prices.

Another problem is the high cost of transportation
and storage of imported raw materials. River transport
was the first means to be used in Iraq. Although slow,
it is considered cheaper than other means of trans-
portion. Its advantages, however, are limited to the
regions situated along the river hasin; moreover, goods
have to be loaded and unloaded several times before
reaching their final destination.

Railroads were considered a relatively rapid means
of transportation during the first three decades fol-
lowing independence. Here too, however, the advantages
were confined to the citics situated along the railroad
network. Furtherniore, the two-gauge system con-
tributed to increase the cost of railroad transport, As
for road transport, which is considered the most suit-
able means, the rates charged are relatively high.

The transportation problem accounts for the difficulty
in_ensuring a more even geographical distribution of
industrial projects and for their concentration near the
main roads. The high transportation costs have adversely
affected the cost structure of Iraqi industry and,
consequently, the prices of industrial products.

The high storage costs are mainly attributable to lack
of rapid means of transportation, especially in the
private sector, and inadequate warchouse facilities.

The high unit cost of electric power in Iraq as
compared with similar rates charged in industria?ized
countries has further contributed to raising production
costs and slowing down the rate of industrial growth,

Political stability is a prerequisite for economic and
industrial development. A review of Iraq’s history
indicates that the country has been, on many occasijons,
the scene of political disturbances and instability.
Following the mandate, vested interests played an
important role in impeding the implementation of an
adequate economic policy. In addition, the unstable

litical situation that Frevailed in Iraq at that time
imited the usefulness of legislation enacted to promote
industrial development. Altogether, the period preceding
independence did not witness any significant economic
progress.
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ANNEX 1
Industrial establishment employing ten or more persons, 1062

Ave mpc Averaye ul::m’«‘;/ é’;:::::{ Sales uf
.:":::bh f’ll J:m; !Z’:;«‘If -m"lsz r woges hor ‘.“‘:
Type of industry ment rmployed ) ;u:blﬁ; m’."ln't I'(f I'l,)o)" ?‘I,?)),
Slaughter houscs . o 6 168 32,795 28 195.2 97,022
Wool washing and pressing . A 256 33,838 27 1322 935,914
Cotton |mmn¢ o . 7 N 56,860 387 2098 2,138,482
Oil extraction . o e 1 224 86,804 225 isss 100,119
Dairies .. . . Y 4 457 118,432 65.2 259.7 794,546
Date pressing .. .. . e 25 4,533 545,314 181.1 1203 4,017,107
Grain mills and ice ... ... ........ ......... 85 1,879 457,30 21 243.4 11,409,526
Bakeries ... . USRI & | 571 127,495 4] 223.3 603,334
Macaroni and quhem ....... . s 72 10,961 14 1521 66,485
Sugar ... .. L 1 355 891,025 355.3 402.4 1,502,585
Biscuits and confectioneries 3 867 152,409 251 175.7
Vegetable oils ... ... 4 1,428 531,697 3563 3729 7,707,182
Spirits, liquors and heer 0 420 167,105 70 397.4 2,010,318
Soft drinks . 15 2,000 500,443 1333 250.4 4,047,331
Other food mdustnel e 3 8 18,330 164 2181 93,294
Cigarettes . ... ... ....... .. 4 2489 25,231 6221 kX1 N 9,047,789
Tobacco trlmmm¢ e 1 63 8,026 89 128.8 170,320
Cigarette paper, cumnl and rollin(. o 62 2457 136,869 393 852 400,568
Cigarette paper for hand rollm( 3 242 53,340 80.7 204 507,583
Cotton textiles .. .. T, S 3976 1,024,238 795 257.2 3777894
Woollen textiles .................... ....... 0 2,078 507,456 3462 U4 1,882,100
Silk textiles ... ... . B 16,010 363,042 425 226 1,263,157
Shoe laces, ribbons and (reen Taces 43 92 16,425 215 178.5 88,936
Vests and stockings, knitted 10 339 59,091 39 174.1 437,247
\Woollen clothes, knitted . . . 5 151 31,503 302 208.6 269,131
Shoes .. . . S 7 1,737 311,437 549 294.8 2,528,584
Shirts and py)anm e .o 2 629 141,848 231 225.8 1,262,438
Men's and women's garments .. . . . .. 3 937 222,563 284 2373 1,236,494
Metal furniture .. ....... . .. . . ... 15 473 107,215 318 226.3 721971
Carpentry ... . . 961 233,865 16.1 2432 707 449
Cartons and pcper prodncu o A 8 197 45,934 245 3333 675,185
Printing and publishing . . . AU | 1438 462,704 32 218 1,681,420
Tanning . .8 558 167,733 62 300.3 1,224,909
Hides and skins ultm' . . 5 101 30,292 201 299.9 334,282
Luggage 23 36 6,179 163 173 29,507
Cosmetics .. . . .. ... o 2 33 4277 172 124 83,1%
Matches . DR X | 394 128,951 1706 385 661,780
Oxygen S 4 56 28,911 138 §22.2 76,861
Somp . .. .. S4 123 28,516 27 2316 350,325
Drugs .. e 17 2 3,638 132 165.4 17,903
Refined oil and lubricants .. ... . ... ... 4 234 1,228,489 583 526.8 13,585,845
Tiles ... ... e, 12 1,481 192,154 204 197.7
Bricks . ... ... ... ... 14 12,842 2,021,308 95.1 187.5 3,615,415
Poroelain . ... .......... ... i 7 81 19,252 116 237.7 35448
Cement .. . .. ... 6 2212 669,866 368.7 028 5,330,574
Gypsum ... ... ................... 3 501 89,434 182 178.3 314,563
Glass .. .. ... ... ... ... 23 M 7,289 189 167.5 13,152
Asbestos ... .......... ... ............. 1 183 44,921 1524 2947 379,871
Concrete products .. ...... ........ ....... 1 1,404 326,627 127.1 2329 786,275
Stone crushing 2 3 4,656 1.8 150.2 2,05
Dyes .2 30 10,949 15 368 85,574
Miscellaneous eomtmctkm materials . 3 74 20,259 247 2738 299,860
Foundries .... i, e 10 183 29918 183 163.5 127992
Plastic and children loyl e, 4 2 8,015 13 154.1 94,787
Utensils ... .. .. 7 316 64,080 45.1 2028 550,133
Smithing . ........................ .. ... 45 1,338 298,458 253 2623 1,260,863
Razor biades, nails and scales ....... ....... § 83 2,777 166 M4 139,338
Juteand ropes. ... ............. ... . ......... 2 88 52,077 1425 182.7 377313
Cotton waste ....... . .. .. ... . . ....... 13 102 18,581 M 1822 26,153
Medical cotton ...................... ... ..... 1 212 48,175 211 282 108,167
Machinery repairs . H 1,237 457,558 $1.8 9 10,313
: Ship repairs and buildlu 7 994 305,664 142 37.5 $3,432
i Motor cars repairs. . . S0 2,525 653,381 $0.5 2588 315,684
Telephone nnlrslndimhlhﬁon 18 1419 241,1¥ 94.6 1659 36,003
ﬁlimm ......................... 16 3481 937.457 2144 032 1
s of motor vehicles, radiators and car
.................................... § o 70,%03 “s N3 64904 :
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ANNEX I (continued)

.ﬂmul Annnel
Average Avrroge umber of svcrage Sales o
sumbcr of number Total pcnom wages per finishe
. eatablish. of persons twages employed pey prnau goods
Type of industry ments esnployed (ls) catablishment ubp) ubny
Repair of electrical instruments . 3 50 17,219 16.2 354.3 8812
Salt extraction .. o o 2 85 18,867 42.5 222 167,939
Other industries . .. . . . S 171 66,467 42 Jss.7 318,528
Water and electricity .. ... . . . 97 9,216 2,815,096 95 305.5 7,780,067
Source: Central Department of Statistics, Industrial Census of 1962
ANNEX 11
Total alloeationa in the five-year Plan, 1965-1960, for the main industrial projecta in the public secter
(In 1D 000)
Name of project Exccuting awthority Total cost Allocations
Chemical industries projects
1. Anrtificial silk resins ..... .. ... .. ..... . ... Ministry of Industry 1,500 100
2. Anificial silk plant. ... ... . Ministry of Industry 13,000 11,700
3. Paper plant at Basra. ... Ministry of Industry 16,500 11,250
4. Sulphur extraction plant . Ministry of Industry 9,450 9,450
5. Chemical fertilizer plant. . . Ministry of Industry 11,000 11,000
6. Rubber tyres and tubes plant . Ministry of Industry 2,000 450
Pharma cutical projects
7. Drugs manufacturing project Ministry of Industry 6,850 3,300
Food industrics projects
8. New sugar plant . Ministry of Industry 3,000 1,000
9. Expansion of existing sunr pllnt Ministry of Industry 2,500 2,100
10. Bakeries projects ... . ... .. . Directorate General of Supply 900 900
11. Dates and fodder pr ojuts o Dates Administration 1,500 1,500
Construction industries
12. Ceramic plant . . .. <o oo ... Ministry of Industry 2,500 2,400
13. Glassplant .. . . ... ... Ministry of Industry 5,500 4,500
Electrical industries
14. Electrical instruments and apparatus plant Ministry of Industry 2,300 $00
15. Light bulbs plant. . . Ministry of Industry 1,300 1,000
Mineral industries projccf:
16. lron and steel plant . . ) Ministry of Industry 26,000 7,200
17. Agricultural machmery plant at Alexandru Ministry of Industry 10,300 5,800
18. Geological instruments repair plant. ... . . Ministry of Industry 168 70
Spinning and weaving indwustries projects
19. Cotton textiles plant at Kut............... Ministry of Industry 9,850 4,500
20. Woollen textile plant at Nasserieh. . .. Ministry of Industry 4,000 3,800
21. Silk textile plant at al-Hallah_............ Ministry of Industry 9,100 3,800
22. Stockings and knitting at Kut. ... ... .. .. Ministry of Industry 25% 800
23. Expansion of Al Mosul textile plant. .. .. . Ministry of Indwstry 3,50 3,000 :
Oil and gas projects %
24. Basra refinery ... . . . Ministry of Petroleum 12,000 10,000 :
25. Mosul refinery .. .......... Ministry of Petroleum 12,000 10,000 i
26. Natural gas pipes. . ..... .. ... ... . ... . Ministry of Petroleum 11,000 150 ¥
27. Geological surveys ... ................ . .. Ministry of Industry 800 800 ;

Transmission and gencration of electric power
28. Connecting northern transmission network

with southern . . ...

2

plant

Samerra dam power plant. .
Dokan dam power plant. .

srERes

ern area . ..

< =

Enlargement of Buhdads louthern power

Al Dora powelr' plam and expmsmn .....
Expansion of power plant at Basra.. ...

Darabandi-Khan dam power phnt. U
Transmission of additional power to north-

Transmission of addmonal power in middie
BPER ..o
Transmission and enlargement of power
generating facilities in southern area. .. ..

Ministry of Industry

Ministry of Industry
Ministry of Industry
Ministry of Industry
Ministry of Industry
Ministry of Industry
Ministry of Industry

Ministry of Industry

Ministry of Industry

Ministry of Industry
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ANNEX 11 (continued)

Name of project Executing authority Total cost Allocations

Atomsc energy projects

J8.  Atomic reactor ... . Atomic Energy Commiittce 3,400 1,000

3. Cobalt unit . Atoniic Energy Conunittee 600 350

40. Centres for atonnic studies . Atomic Energy Committee 250 200
[“ocational training projects

41. Industrial training centres . Miuistry of Industry 2,350 2,250

42, Industrial management ceutre . Industrial Management Centre 80 80

43. Vocatioual training centre Ministry of Labour amd Social Affairs 2 200

44, Settlenient of projects accounts and com-

plemientary works . .. Ministry of ludustry 1,000 1,000
45. Small power projects . Ministry of Rural Affairs 10,000 6,750

Industrial projects
46. Includiug: FAQ salterns, northern woollen
textiles plant, tractors and vehicles as-
sembling, compressed wood, starch, lab-
oratories, standards and specifications
authority, industrial surveys and other

industrial projects .. ... Ministry of Industry 14,000 4750
47. Industrial housiug projects ... ... Ministry of Public Works aud Housing 13,500 400
ANNEX Il
Value added in the industrial sector at current prices
(In ID 000)
Industry 1960 1961 1962 1963
Foodstuffs . 3,383.4 5,197.2 4,386.4 4,362.4
Grain milling . 1,493.0 1,803.0 21720 2,385.0
Beverages .. ... . ... ... 2,564.0 2,857.4 37790 3,613.5
Cigarettes . 1,329.1 1,933.4 27704 2,813.1
Cotton ginning = ... ... _....... .. 129.0 98.0 2680 50.0
Textiles . . e 3,256.0 3,0230 3,536.0 3280
Textiles sewing . ... .. .. 269.0 225.0 379.0 490.0
Jute, ropes aud other textiles made
thereof . ... . ... ... ..... 145.3 106.0 173.0 250.6
Shoes . .. e 2,302.0 2,7219 33134 2,876.5
Clothing .. ..................... 3,166.7 34287 37426 3,199.2
Paper, printing and publishing . . 800.6 692.4 7825 644.1
Leather and leather products = . 501.2 383.2 4488 497.3
Chemicals and rubber ... .. 713 620.9 615.6 491.4
Soapand oils ... .. ... ... ... 2,39%0.0 2,039.0 1,677.0 3,4870
Petroleum products ... ... .. 76238 9,107.8 8,281.5 8,006.9
Non-mineral products . .. . 74249 8,127.3 82212 7,821.6
Basic mineral industries ... .. ... 2258 476.5 4358 439.7
Mineral products ... . .. . 1,120.2 1,229.2 1,580.8 1,011.7
Carpentry .. ... .. ............. 31524 2,656.0 2,746.0 2.096.8
Repairs ... ... .............. ... 3,556.0 4,191.0 4,1450 4,456.0
Miscellaneous industries ... ....... 4“9 47.5 539 59.3
: ToraL 454486 50,971.4 53,507.9 §2,332.1
1
i ANNEX IV
> A. Loans extended by the Industrial Bank during the period 1949-1950 to 19567-1968 1
F] (In 1D 000) |
3 Industry 1949-1950  1950-1951 19511952 1952.1953 19531954 19541935  1955-1956  1956-1957 1957-1958 |
. Flour ..................... 28450 27900 19800 70,700 157,850 276162 190,485 127,285 133,390 ]
; Construction materials ... .. 46,140 33000 3000 27,724 106,650 213300 150,169 329,722 414908 1
: Spinning, weaving, sewing,
; tailoring, ginning, ete. ... 10,770 5,650 176,750 247,100 293800 560,100 70,619 26,944 557,445
Printing and paper
industries ............... 5,300 7,402 4300 29,685 19,100 43,100 49,212 685,495 40,372
: Smithing and mechanical
E works .................. 900 6,390 32500 26,566 7,200 36000 66,393 25209 75970
: Carpentry and furniture . ... S00 650 100 3,100 15,150 35,150 8,295 27,250 35,480
{ Food industries, beverages
-g and soft drinks . ...... . .. 11,500 4,810 4,800 4,890 18,550 60,550 109,554 98,750 20,545
; Miscellaneous industries ... 28550 45,148 36975 247,185 115,740 143240 80,314 47,775 209432

Torar 132,110 130950 278,225 656,950 734040 1367602 725041 745430 1,487,542
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ANNEX 1V (continued)
B. Loans extended by the Industrial Bank during the period 1953-1960 to 1 July 1945

(In 1D 000)
Last wine 14 July 1963 14 Juiy 1964
monihs of o to
Industry 1958-1959 1949 1960 1961 1962 1963 196¢ 13 July 1964 1 July 1965

Flour . ... .. ... ... 95,860 68345 111,510 168,570 48,20 189,900 227690 132900 266,480
Construction materials . 224,115  91,4% 50,700 138,350 160,888 51910 79.69% 46811 111,165
Spinning, weaving,

sewing, tailoring,

ginning, etc. ... ... §3,275 131,720 54690 164,080 190,411 71,570 119210 154,150 107,723
Printing and paper

industries . . . ... 28920 71437 53,970 86,628 68740 104,645 21,920 88,015 37,755
Smithing and mechanical

works ... . .. . ... ... 32170 19,558 105740 108,780 104,860 34,955 79,257 52,575 118147
Carpentry and

furniture .. ... ... . 23,560 22,050 42,827 38,982 21,872 6,730 19,300 12,010 21,570
Food industries,

beverages and

soft drinks ... .. ... . 19,640 44,436 76,300 84,550 101,660 43,900 52,520 31,200 170,200
Miscellaneous in-

dustries ........... . . 91,905 165,170 91,466 178,128 198,179 387430 293310 276740 203,177

ToraL 569455 614,153 578,203 968,065 1,294730 891040 909,903 804,401 1,036,317

ANNEX V 3. Cement, asbestos, gypsum, chalk and insulating ma-
terials: 23 projects
Industries granted protection by the Permanent Committee Cementoplants . . . ... . ... 6
for the Protection of National Industry Asbestos 1
Gypsum oo B 14
Full protection Partial protection Chalk . . . 1
Medical Foothall Insulating materials ... .. .. . 1
edical cotton “ootballs 4 I : ; . .
Medical bandages Television sets 1:" ;ul’::;(;:un products and other metal industries:
Pencils Dyes Metallic furni _
Pins Printed cotton textiles etallic furniture and smlthmg' T | |
Scales Canning products .~\lum|mum' products and utensils . ... ... . . . 14
Metal textiles 9
Chalk Buttons
Plastc tos Rug Sodering, trning and mecharicl evars . 4
Chocolates Suitcases U h chanica s ...
Window frameworks White zinc paste gd‘" lt’l;gtal ’?d‘;Stf'e.s o 4D
Sanitary towels Razor blades .s.ﬂ.m ing of . eectncal. apparatus ... .. . .. 11
Silk textiles Knitted garments 5. Duiries, -ﬂaur mills, hakcries, pastes and grain silos:
Asbestos and cotton fibres Neckties 113 projects
I’I{‘cl!:&honchaposts .{‘l”th' l.arushe:e l. lI?lairim 1
ubber shoes uminium utensils our . 92
Asphalted paper Rubber rings Biscuits .. e 9
Green lace Pastes and macaroni ... . 8
Liquid sodium silicate Dates and animal fodder ..... ....... . . . ... 3
Cartons 6. Vegetable oils, tats, detergents and soap: 19 proj
. - s E ; Jecls
Polythene pipes Vegetable oils and fats ... ... 4
13
Detergents .. ............... .. ... ... .. 2
ANNEX VI 1. Swugar and confectionery: 48 projects
Distribution of industrial projects afiliated with the Iraqi g:?:ctf e 2
Federation of Industries by industrial groupings, as of O .onery e e 46
1 September 1965 8. Distillation, beer, soft drinks ond mon-alcoholic .
drinks: 82 projects ;
1. Mimng, gquorrying, elc.: 9 projecits D"tr'""'io" ---------------------------------- ;
Oil refining ... ............................ 3 Wine ... e 1 g
Oil extraction ............... .......... ... 3 Carbonated water ... ... . . T 19 ‘
Salt extraction and refining ............ ... ... 2 Non-alcoholic drinks . .. 6 d
Manufscture of pipes ............... ... . ... 1 fIee ... ... . 2
; i
2. Bricks, concrete products, glass and sanitary equip- .SOft drinks ... 10
ment: 101 projects 9. C 1garcites ond tobocco: 4 projects for the manufacture é
Bricks % of cigarettes i
........................................ q
Tiles and mosaic .............. .. ... . ... 27 0.C otton spinning and weaving, jute and ginners: §
goncreteproducu.............................. 13 23 projects 3
lass .. 4 Cotton spinning and weaving .
Compressed wood 1 Tute pinning caving ... ............. . ... g
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ANNEX V1 (continued)

Ginning
Fishing nets

. Spimning and weaving of wool and silk: 50 prvnrls

Wool

Silk o
T'ricot stockings, yarments and other sywing pro-
Jects: 104 projects

4 12
18.
19,

Matches

Pharmaceuticals

Chemical products

Chemical gas

Dyes .

Cosnietics and p(-rfumes
Rubber and rubher products: 4 projects
Tooth and shaving brushes: 1 project
Artifivial teeth 1 project

NN S - "D

Tricot .. 3220 Batteries: 1 project
Garments, including shirts 69
Miscellaneous . 3 ANNEX VII
W ”{I\‘/’:;:eﬁmf'::-::li::r:"d carpentry: 28 projects 18 Geographlcal distrlbution of industrial projects afliated
Carpentry 9 with the Iraql Federatlon of Industries, asn of
Wood | 1 1 September 1963
W Paper, paper prmhu u and prmhnq 81 pm;rtl: Name Combrr N N~
Printing . 435 of " of Cof i
Binding .. . ... 4 district projects district _ projucts
Paper bags and packages 30 Baghdad 221 Diala 7
Paper painting S 2 Basra 72 Dinaniya g
15. Tanning and leather prmlurts 49 projects Mosul 47 Knt . 5
Leather tanning and pressing 12 Kgrbela 37 Ran}:uli 2
Shoes N o 37 Hilla 24 A'rb!l_. . 2
0. Plastic, matches and pharmaccuumle ‘8 projects ::':::i . f‘; Nasiriya ?
Plastic and plastic products i 26 Snlaiman.iyin. ' ' 7 TorAL 9_74
Pencils ... . 1
ANNEX VII

Value of production and sales In establishments attached to the General Industrial Organization during the perlod
14 July 1984 to | July 1965 as compared with the period 14 July 1963 to 1 July 1964

(ID)
14 July 1963-1 July 1904 14 July 1964-1 July 1965 I’."h'.'nmu.' Percentape
Value of Ialue "alwe of Falwe ‘-‘::[n{,r‘ o’[h h:[;:;‘,.:,;

Nawe production of salcs production of soli s production sules
lraqi Cement Company . ... . ....... .. .. 2,490,299 1,952,190 2,577,487 2,268,457 + 4 + 12
Rahdain Cement Company 1,196,535 1,082,374 1,145044 1148733 — 4 4+ 6
Euphrates Cement Company . ... 1.100,309 978,854 1434046 1223865 + 30 + 25
United Cement Company ... ... . 1,022,717 734,048 1,235,603 966,120 +4- 21 + 32
Hamam-al-Alil Cement Administration 517,875 452,003 647,291 522,620 + 25 + 16
Sirganar Cement Administration 256,211 269,757 629,728 628,425 +146 +-122
Estate Industries Company . .. 154,989 168,788 233,046 248,306 + 50 + 47
Iragi Construction Materials Company 147,477 110,520 175,716 233,105 + 19 +111
Asbestos Industries Company . 495,922 669,369 331,154 725,261 + 7 + 8
lragi Spinning and Welvmg Company 1,478,578 1,142,126 1,476,863 1,465,846 + 28
Fattah Pasha Company . . . 715,196 803,220 937,295 1,039,726 + 31 + 29
Iraqi Carpets Company . e 26,210 27,615 79,432 45,695 +203 -+ 63
Iragi Jute Industries Compnny ......... 416,733 479,759 677,331 527,862 + 63 + 10
Spinning and Weaving Administration ... .. 1,610,290 1,491,079 1,590,917 1,539,754 -1 + 3
Medical Cotton Administration .. . .. ... . 153,624 70,846 168,668 124,579 + 8 + 76
Sewing Administration ... .. ..., . . 96,372 39,770 307,390 195,966
Vegetable Oils Extraction Company .. ... .. 5351903 5475182 6,507,959 6,542,353 + 2 + 19
Cotton Seeds Products Company ..... ..... 3315480 3,212,934 3,443,222 3,410,949 + 4 4+ 6
Rafidain Detergent Manufacturing Complny 1,283,245 1,245,741 1,134,542 1,107,687 - 12 - 11
Kafel Hussein Soap Plant .. .. §7,565 107,548 + 8
Dairy Administration ... AU 662,301 640,411 787,428 853,674 + 19 + 33
Sugar Manufacturing Administration .. . 3,203963 2891110 2,752,642 2,706,576 - - 6
Rerbala Camning Administration ... ... ... . 75,074 14,164 58,302 34,460 -2 +143
Northern Milling Company ............... 796,136 817,828 889,019 917,711 + 12 + 12
Iraq Grain Milling and Trading Company . 83,545 84,584 55,898 91,616 + 8
Damurji Flour Milling Company o 64,355 114,789 59,518 132,064 - 7 + 15
Mechanical Mills Company . 5476 9,809 96,100 96,566
Rafidain Milling and Tndm( Complny . 1,251,169 1,265,445 968,272 1,100,577 -2 - 13
Rafidain Tobacco Company ........ ... ... 2,483,965 2517955  2,674410  2,698918 + 7 + 7
Abboud Tobacco Company ... . ... ... ... 2318032 2325431 2,340,994 2,335,966 + 1 + ¥
National Tobacco Company .. ... ....... .. 2,174,208 2,450,098 1,918616 2,231,944 - 13 — 10
Cigarette Manufacturing Administration 1,472,386 1,424,026 1,587,364 1,539,390 + 8 + 8
United Match Company ... ... ........ ... 413,411 402,984 470,251 578,855 + 24 -+ 44
United Iraqi Paper Industries Company . .. 405,099 404,127 333,931 431,996 - 18 + 2
National Leather Industries Company .. .. 611,820 657,342 686,547 680,640 + 11 + 6
Iraqi Bata Company ..................... 1,165202 1,201,077 1,257,757 1,161,095 + 6 - 3
Popular Shoe Manufacturing Administration 135,428 103,027 147,362 133,572 + 6 + 3




80 Industrial development in the Arab countries

ANNEX IX

Value of production and sales of specialized authorities attached to the Generai Industrial Organisation before
and after reducing their prices

(ID)
14 July 1964-1 July 1965 14 July 1964-1 July 1965 Percentage change
— 14 July 1965.1 July 1964 Befor reducing AN ancing Brlorstuagcina After reducing
!: ﬁt:r'n::fy Production Sales Production Sales Production Salcs Production  Sales Production  Salcs
Construction .. ... 7382334 6417903 8,709,115 7,963,902 8,709,115 7,963,902 - - +18 +24
Spinning and
weaving ... ... 4,470,021 4,043415 5261,716 4,957,108 5,237,896 4943428 418 +23 +17 +22
Foodstuffs .... .. 16,062,647 15829,562 18,170,190 18,469,747 16,709,902 17,001,165 +13 +17 + 4 + 7
Cigarettes .. ... ... 9,267,101 9,524,621 9,350,074 9,796,700 9,350,074 9796700 — - +1 +3
Shoes and leather 1,912,450 1,962,328 2,217,436 2,091,407 2,091,666 1,975,307 +16 +7 + 8 + 2

ToraL 39094555 37782829 43,708,531 43278864 42098653 41680502 +12 115 410  +11

REMARKS

1. Prices of oils, soap and detergents were reduced by 12 per cent and the difference, amounting to 1D 1,330,000 iy the
case of production and 1D 1,327,308 in that of sales, was assumed by the Economic Organization,

2. Prices of flour were reduced about 7 per cent and the difference, amounting to 1D 130,000 in the case of production
and 1D 141,000 in that of sales, was assumed by the Economic Organization,

3. The Economic Organization assumed tf;e difference resulting from a reduction of 40 per cent in the prices of plain
carpets, which amounted to 1D 24,000 in the case of production and about 1D 14,000 in that of sales.

4. The prices of the Bata Company were reduced by 10 per cent and the ditference, amounting to 1D 12,600 in the case
of production and ID 116,000 in that of sales, was assumed by the Economic Organization.

5. The total sum assumed by the Economic Organization as a result of the reduction in prices amounted to 1D 1,601,000
in the case of production and approximately 1D 1,598,000 in the case of sales.

i
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ANNEX X

Profits of nationalized companies and public administrations
attached to the Economic Organization

(In 1D 000)
Profits Profits
rcabiscd realised
during the during the
825 months 814 months
. prior to ollowing Percentage
Paid-w, tionaliza- tionaliza- change
Name capita tion tion i profits

Iraqi lnsurance Co. ...... ............ 300 222 330 48 .
Baghdad Insurance Co. ................ 159 35 63 80 ‘
Re-insurance Co. ...................... 1,250 64 66 2
Iraqi Import-Export Co. ............... 100 —~6 6 )
F. A. Kettaneh Co. .............."..... 500 —65
Iraqi Stores Co. ....................... 250 40 17 - 59
Afro-lraqi TradingCo. ................ 250 19 3 73
General Company for Imports and

Distribution of Drugs ............... 250 — 39
Iraqi Trading and Milling Co. ......... 233 19 25 k]
Iraqi Cement Co. ..................... 2,845 551 470 —18
United Cement Co. .................... 2,250 198 185 -7
Al-Furat Cement Co. .................. 1,770 9 72 -7
Rafidain Cement Co. .................. 1,200 142 186 30
National Tobacco Co. ................. 300 64 —58
Estate Industries Co. .................. 453 M 35 4
United Match Co. ..................... 250 13 55 3%
Vegetable Oils Co. .................... 2,000 297 30 11
Cotton Seeds Product Co. ... ........... 1,000 165 3 112 '
Rafidain Detergent Manufacturing Co. .. 500 23 149 -3 bl
Asbestos Industries Co. ................ 400 66 152 130 !
Iraqi Construction Materials Co. ..... . 400 -16 -13 .
Northern Mills Co. .............. ... 200 4] 94 128 £
Damurji Flour Plant .................. 20 17 42 188
Mechanicat Mills Co. .................. 180 . =21
Rafidain Trading and Milling Co. ...... 351 —18 118
Iragi Bata Co. ........................ 330 57 143 148
Federation of Paper Manufacturing Co. 106 2 67 180
Iragi Jute Co. ........................ 762 61 72 18
Iraqi Spinning and Weaving Co. ....... 1,200 25 —~86 .
National Leather Industries Co. ........ 500 92

Torar 20,239 2,578
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ANNEX X (continued)

Profits Profits
realised rcalised
dnnna the dnring the
(1) mt:'lu 8 o"mum p
Paid-u na’tzau'.h:- n'wmz- cr'{: :x'r:"
Namr capita tion tion in profits
Government Purchasing Administration . 250 1,583 1,533 —4
Dairy Administration .. ... ... oo 1684 — 3 41
Medical Cotton Administration .. ... ... . 250 —42 —451
Hammam al-Alil Cement Administration 3,128 o — 17
Mosul Sugar Manufacturing Administra-
tion . 658 4 — B3 .
Mosul Spmmng and \\eavinx Adminis- 2,663 397 346 —13
tration ....... ... .. .. .......... . .. 3753 . 150 L
Serganaz Cement Administration . . 2872 —147
Torar 15258 1,984 2,070 T
GrAND TOTAL 35,497 4,559 -5,—27-1 ?
ANNEX X1

Distribution of net profits of nationalized companies and administrations
attached to the Economic Organization

(ID)
A. PRIOR TO NATIONALIZATION

Net profits
Net profits . before
ore ncome las
income tor during
Compeny or administration for one year Income tax 815 months
National Insurance Co. ... .. ..................... 3162 100,008 221,823
Rafidain Insurance Co.. e 8,664 22% 6,137
Baghdad Insurance Co. ... AU 49,173 9,100 34,831
Commercial Insurance Co. (for 7 months) ........
Credit Insurance Co. .. .......................... 1,469 — 1,040
DijlahlnsuranceCo. ..
Traqi Insurance Co.. e 38,720 285§ 27,426
Iraqi Re-insurance Co. ... . e 90,703 18,600 64,247
Iraqi Import and Distribution Co. ... ......... . —(8439)
F. A. Kettanch Co. . .. ... . e —(91,693)
Iraqi Stores Co. . e 56,159 17,500 0,779
Afro-Iraqi Trldml Co. ... e 27,254 7,720 19,290
Iraqi Grain Trldm( and l(lllm( Co.o oo 26,838 19,010
Iragi Cement Co.... .. ......................... 777,760 208,325 $50,913
United Cement Co. ... ..oovovvnnnn 283,564 9,000 198,494
Euphrates Cement Co. .. .. . . ..... ... ......... 138,541 12,000 98,133
Rafidain Cement Co... .. . ... ... .......... 201,099 55,000 142,448
Rafidain Tobacco Co. . . .. . ............... 113,348 43,569 80,286
Abboud Tobacco Co. ... ... .. ... ........... 29,546 20928
Al-Ahliya Tobacco Co. ... .. ... ... ............. 90,122 34,120 63,136
Estate Industries Co.. = .. ... ... ... ... .. 47327 143 33,523
United Match Co. ........ .. ... ... ............ 18,293 4,538 12957
Vegetable Oil Extraction Co. ......... .......... 419,075 120,000 296,846
Cotton Seeds Products Co. .................... .. 233,115 92,000 165,123
Rafidain Detergent Co. ............. ............ .. 326.638 138,000 231,368
Asbestos Industries Co... .................. .. ... 92,978 18,208 65,887
General Drugs Import and Distribution Co.. ... ..
Iragi Comstruction Material Co. ... ... .......... —(22981)
Northern Milling Co. ... .... . ........ ......... §7,988 15,559 41,074
Mechanical Milling Co. ... .. ... .. ........
Damurji Flour Co. ... ....... ... . ... ........ 23,504 6,000 16,648
Rafidain Trading and Milling Co. ..... ....... .. 25,618
Traq Bata Co. . ......................... ..., 81,00 45,885 §7,596
Federation of Paper Manufacturing Co. ........... 33,797 6,591 299
Iraqi Spinning and Weaving Co. .................. 35972 7,676 25400
Fattah Pasha Spinning and Weaving Co. ... ... ... 62,438 35,559 “24
Iragi Carpet Co. ...................oiiiiiiiinnn, $,761
Iraqi Jute Industries Co.......................... 60,883 43,090
National Leather Industries Co....... . ......... 130,522 42,460 92,453

ToraL 3,901,062 1,082,646 2,738,596

T R o e 2 -
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ANNEX X1 (continued)

Net profits
Net profits ) k;on
before income tas
income tos nring
Company or administration for one year Income tax 8% months
tiovernment Purchasing Administration .. ....... 1.583,000 780,006
Dairy Administration = . . B,
Canning Administration ... ... = . .
Medical Cotton Administration. . ... . ... co —(41,713)
Hammam-al-Alil Cement Admlmstrauon .
Popular Shoe Mannfacturing Administration .. 3,570
Sugar Manufacturing Administration. .. ... ... .. 397,184
Mosul Spinning and Weaving Admmmratm ......
Serganaz Cement Administration . . o
Sewing Administration ... .. ... ... .. e
Cigarettes Manufacturing Administration .
ToraL 1,983,754 780,006

Graxp ToTAI 5,884,816 1,832,652 2,738,596

B. AFTER NATIONALIZATION
(14 July 1964 to 31 March 1965)

Weorkers'
shore
Net Central Workers' tl April ]
profits sociel :Mn np 196 . Share
before $°rVICES Total Provision Net profits  credited
) income Iicom, (10 pcr  Housing 31 Ma'th 11 July workers' for of to estad-
Company or administration tar tax cent) (5 percent) 1965 965 share  crpansion establishment h:hmcnl
National Insurance Co.... . .. 330249 151432 2569 12848 12289 13,407 2569 40,96 92,174 158,837
Rafidain Insurance Co. ... . ...
Baghdad Insurance Co. ... .. .. 62701 34804 2092 1046 2092 — 2,092 6,974 15,691 22,665
Commercial Insurance Co. (for
7 months) .. . . .
Credit Insurance Co. o
Dijlah Insurance Co. .. .. . .
iraqi Insurance Co. ... ... ..
Iragi Re-insurance Co. ... . ... 66,002 5200 1,000 504 1,009 1,009 3,368 7.573 11,948
Iraqi Import and Distribution
Co. . . o
F. A Kettaneh Co. } 5,878 $0 20 40 66l 1,101 1969 3306 5267
Iraqi Stores Co. . ...... .. .. . 16,646 2,149 2990 1495 1002 1,988 299 3,343 7,522 13,8%
Afro-Iraqi Trading Co. ..... .. 2,754 14,011 1,406 702 1406 — 1,406 4,606 10,543 15,229
Iraqi Grain Trading and Mill- .
ingCo. .................... 25,504 9,420 1,206 603 1,206 1,206 4,021 9,047 14,274
Iragi Cement Co. ... .. .. .... 469857 222478 24614 12307 18553 6,061 24614 61844 139,150 264,288
United Cement Co. ....... .. .. 185,049 50,500 9,845 4922 9845 9,845 32818 73,841 116,55
Euphrates Cement Co. ....... 71877 20899 5142 253 3149 1,975
Rafidain Cement Co. . ..... ... 185791 87,000 11670 S839 7409 4270
Rafidain Tobacco Co. .........
Abboud Tobacco Co. .. ... ...
Al-Ahliya Tobacco Co. . ....... —(87,826)
Estate Industries Co. . ..... ... 35016 13943 2855 1427 1,580 1.275
United Match Co. ... ......... 58,729 984 4105 2083 4,108
Vegetable Oil Extraction Co. .. 330,340 147,500 12902 6401 12902 9,130
Cotton Seeds Products Co..... 334,441 157473 15206 7603 13272 1934
Rafidain Detergent Co. .. . . 149,043 75587 5485 2742 3485 215
Asbestos Industries Co. . 152,035 55,321 7283 3627 1233
General Drugs Import and Dis-
tribution Co. ........ ...... 38,730 17,565 1,587 771 1587 —
Traqi Construction Material Co. —(12,877)
Northern Milling Co. ...... . 93836 34543 4447 2223 4447
Technical Milling Co. . ........ 21,323
Damurji Flour Co. . 42,531 20,591 1,645 82 1648
Rafidain Trading lnd Millin.
Coo ..o 118,687 8,901 445 8901
IraqBata Co................. 142881 60500 6178 3080 6178 1,038
Federation of Paper Manufac-
turing Co. ............... .. 67,112 2765 3819 1910 2999 820

Iragi Spinning and Weaving

Co ....................... —(85,511)
Fattah Pasha Qpimlin( and

Weaving Co. .
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ANNEX XI (continmed)
Workers
share
from
Net Central Workers' 1 April
profits social share wp 1965 Share
e Income (10 %er  Housing 31 Mareh 13 uly workrny Fropision Nes profs credu
Company or administration m:':;u tay cent) (8 pz’r u:t) 1965 !96';’ w:l'm::, npn:'ﬁan l‘f i.t;‘:"l:’n.l ;:',;lf::::;
Iraqi Carpet Co. ..............
Traqi Jute Industries Co....... 72,145 16,391 5860 2930 4110 1750 5800 13,700 1,778 £5,905
National Leather Industries Co. 118,031 51,300 5,004 2,502 5,004 3930 8,635 16,682 37,53 54,218
ToraL 2611920 1,333,341 171,366 85671 137868 48454 186323 462,307 101,528 1,673.860
Government Purchasing Admin-
istratton . .................. 1,533,064 764,732 57628 28813 §7,628 §7,625 137,353 109,043 446,396
Dairy Administration..... .. .. 40,927 6758 2,562 04 2,562 2,%62 8,541 17,774 26,315
Canning Administration ... .. ..
Medical Cotton Administration. —(45,245)
Hammam al-Alil Cement Ad-
ministration ................ —(170,372)
Popular Shoe Manufacturing
Administration ............. —(83,967)
Sugar Manufacturing Adminis-
tration ..................... 346,623 15520 143%0 7174 143% 14,35 15944 35874 66,169
Mosul Spinning and Weaving
Administration . ........... 1495890 64,865 6354 2977 6354 6,354 14,1 33,538 47655
Serganaz Cement Administra-
tion ....................... —(146,864)
Sewing Administration .. ... .
Cigarettes Manufacturing Ad-
ministration . ... ... ... ..... 375430 166493 15670 7838 15670 15670 52,234 82,704 134938
ToraL 2445633 1018368 96,561 47,392 96,51 96,561 228,192 478930 721,473
Gaanp toraL 5,057,553 2,351,709 267,927 133063 234,429 48454 282884 690,499 1510458 2395333
2. The industrial situation in Jordam
Communication presented by Jordan
Backcrounp been directed westward to the Mediterranean coast

The Hashemite Kingdom of Jordan is located in the
lieart of the Arab world; it covers an area of some
37,000 square miles (96,500 km?), and is divided
geographically by the “great rift” in which lies the
Jordan River and the Dead Sea. This rift drops to
1,292 feet below sea level at the Dead Sea.

The climate is of the dry Mediterranean type. While
temperatures in the highlands and eastern part of the
country are more extreme, winter temperatures rarely
fall more than a few degrees below freezing, and
summer temperatures seldom exceed 32°C; an excep-
tion is the Jordan valley, where temperatures tend to
be higher. The rainy season usually starts in late Octo-
ber and continues through March or April, with the
heaviest rains in January, February and March. Jor-
dan’s population in 1 was 1,935,400, Amman and
Jerusalem being the largest cities, with approximately
326,000 and 1%.000 inhabitants respectively.

The economic setting in which Jordan operates has
been affected by the vast problems arising ont of the
events of 1948. Within a tew months, Jordan’s popu-
lation increased almost threefold without a correspond-
ing increase in resources. Furthermore, Jordan was
faced with the necessity of completely re-routing its
trade and lines of communication. Previously these had

where modern ports, airports, highways, railroads and
telecommunication facilities existed. The unusual
pressures which Jordan faced made it necessary to
compress into a much shorter period of time infra-
structural developments which in most countries have
taken place over a number of generations.

The people of Jordan, through their own efforts and
with assistance from friendly nations, have been able to
overcome many of the apparently insurmountable prob-
lems facing the nation in 194);3. The data available
indicate that the gross national product had increased
from an average of JD 51.1 million in the years 1954
and 1955 to an average of JD 146.7 million in the two
years 1963 and 1964, or an increase of 187 per cent
in nine years. It should be added that this rapid pro-
gress was achieved despite the occurrence of a number
of droughts. Moreover, a number of projects have
also been initiated which have not yet borne fruit, but
which will, when completed, lead to further large in-
creases i national output. Meanwhile, the price level
has remained remarkably stable during a period in
which other countries have experienced serious
inflation.

For comparison purposes, the following table gives
data on the economic progress achieved since 1954.
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Table 1. Industrial origin of gross domestic product

(ID million; at current factor cost)

1954 1958 1963 1964
Agriculture and forestry 142 129 217 330
Mining, manufacturing and
electricity ... ... .. 42 7.6 1. 136
Construction . 1.2 24 53 47
Transport .. ... . 44 9.0 128 130
Trade and banking ... = . 93 144 273 282
Ownership of dwellings = 23 33 94 929
Public administration and
defence .. | e 91 15.6 176 197
Services AU . 30 39 97 100
Gross domestic product: 477 9.1 1153 1321

Jordan is basically an agricultural country; about
one-third of the economically active population is
engaged in agriculture which, on the average, cou-
tributes about one-fifth of the gross domestic product.
However, agriculture is a highly unstable industry in
Jordan, because a large proportion of the total agricul-
tural output is derived from dry farming in areas
subject to frequent droughts. Because of the resulting
severe fluctuations in agricultural production and in-
come, primary emphasis has in recent years been given
to irrigation schemes and soil and water conservation
programmes. T'is involves the utilization of surface
as well as underground waters available for the purpose
of promoting agricultural development.

Jordan has nevertheless achieved considerable pro-
gress in expanding its agricultural output. In the two
years 1954 and 1955, the average value of agricultural
production was J1) 11.5 million, whereas the corre-
sponding figure for the years 1963 and 1964 was JD
31.6 million. During the last two years, the contribution
of agricultural income to gross domestic product has
averaged about 22 per cent. On the other hand, more
than 18,000 hectares have been planted to different
trees and vines, miainly olives, grapes and citrus. The

area under olive prodiction increased from 44,000
hectares in 1952 to 57,000 hectares in 1964, A large
proportion of these trees have begnn to bear fruit and
Jordan has already attained self-sufficiency in these
crops and looks forward to exporting sizable amounts
to neighbouring and distant markets.

Owing to the expansion of irrigated lands, the
improvement in procnlction methods and the higher
efficiency of farmers, vegetable production increased
from an average of 120000 tons during 1952-1954
to an average of 550,000 tons during the year 1964,

Meat and livestock products have also been in-
creasing, althongh at a moderate rate. Shortage in
meat production of sheep and cattle is partly balanced
through imports and through rapid increases in the
production of poultry meat; it wilrbc further offset, in
the near future, by substantial increases in fish produc-
tion.

INDUSTRIAL GROWTH

The development of the industrial sector has been
quite impressive. Tncome originating in mining,
manufacturing, and _electricity increased from JI) 4.2
million in 1954 to JD 13.6 million in 1964. This repre-
sents an increase of about 224 per cent in ten years.
Mcanwhile, gross domestic product registered an in-
crease of about 177 per cent, from JD 47.7 million in
1954 to JD 132.1 mullion in 1964. Thus the share of
industry in the gross domestic product rose from 8.8
per cent in 1954 to 10.3 in 1964. This structural shift.
slight as it may seens, indicates that industry has be-
come an important element in the Jordanian economy
and it is planned to nike it even more important.

Since 1954, a large cement factory, a petroleum
refinery, a number of foundries, a tannery, marble
fictories and an expanded phosphate mines plant have
comne into operation. Other industrial activities include
milling, oil processing, textiles, bottling and brewing,
tobacco products, footwear, metal products, furniture,
detergents, food products, batteries, glass, printing and
publishing, among many others.

Table 2. Manufacturing establishments empleying five persens or mere

Number of P V.J‘" o
¢mblhlm:uu tm';l’::c‘l ’(700'::;.)“
Baiabhishonens 1954 1962 1954 1962 193¢ 1962
Food masuiacturing ... .. .. . 61 884 912 3,49 2797.7 42897
Beverages ............ .. ... 30 20 383 430 s 4770
Tobscco and tombee . ... ... s 4 533 1,123 1075.0 21126
Textiles . ................. . .. 26 22 k!, ] 663 1717 3100
Clothing and footwear ... .. . .. 57 125 906 2,018 3487 1,036.0
Wood, furniture and fixtures 50 74 767 1,073 29%0.5 210
Paper and paper production,
printing and publishing ... .. 22 36 5% 881 3324 4820
Leather and leather production 1) 3 n 218 551 4000
Rubber products ... . ... . 3 6 2 141 410 1150
Chemicals ........ ... ... ... 27 23 4852 3 3415 4500
Petroleum refinery ... ... .. —_ 1 - 545 —_— 30710
Non-metallic minerals ... .. . 37 51 861 1,264 9422 1,890
Basic metal production ... ... .. 3N, & »2 719 196.7 4620
by " tactrie 18
machinery .............. . .. 24 496 600 2400 3%.0
Vehicle repair and assembly . . 11 47 2% 870 "7 2900
Miscellaneous .. ... ....... . 2 28 231 52 66.2 250
Gaawp roTAL 421 1,412 8,198 14,900 72150 16730.3
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As can be seen from table 2, the number of manufac-
turing establishments employing five persons or more
had increased from 421 in 1954 to 1412 in 1962
Persons employed in those establishments increased
from 8,198 to 14,900 during the same period, while
the value of production rose from JD 7.2 million to JD
16.7 million, respectively. It will be noted that the
increase in the value of production was largely due to
the marked expansion which took place in food
manufacturing, tobacco and tombac, clothing and foot-
wear, leather and leather products, petroleum, non-
metallic minerals, and basic metal prmﬂlectirm. Average
labour productivity thus rose from JD 880 in 1954 to
JD 1,123 in 1962, representing an increase of 28 per
cent.

The industrial survey for 1963 indicates that there

were in Jordan 5,258 industrial establishments em-
ploying 29,591 persons, including proprietors and
family workers. The value of production of those

establishments amounted to JD 28.34 million. Avernge
labour productivity for those establishments was [D
958 per worker. However, this average rises to JD
1.272 per worker for establishments employing ten
persons or more, and to JD 2,380 per worker for large
establishments with an output value of JD 50.000 and
over.
Table 8. Industrial survey, 1963

Prod
HCRSTEL N
1olue of per
Number of  Number of production tworker

establishments  workers (JD 000) (JD)
All establishments §258 29591 28340 958
Establishments employing
ten persons or more 552 15421 19622 1,272
Fstablishments with an
output value of
JD 50,000 and over . 43 6342 15095 2,380

Some general remarks may be made with regard to
the structure of industry as derived from the findings
of the 1963 Survey.

First, the typical industrial unit in Jordan is small;
almost 90 per cent of the total number of establishments
employ fewer than ten persons, and most of these are
engaged in food manufacturing, the clothing industry,
shoe-making, furniture manufacture and metal-working.

Secondly, the bulk of production originates in a
relatively small number oF establishments, which by
the same token also employ more people and contribute
more to value added than would be warranted by their
actual numbers. Only 10 per cent of the total number
of establishments are responsible for over one-half of
the industrial employment and 70 per cent of the total
value added in industry.

Thirdly, the importance of large establishments is
brought out even more clearly by comparing rows 1 and
3 in table 3. Less than 1 per cent of the total number
of establishments employ over one-fifth of the country's
industrial workers, account for over one-half of the
total value of production, and contribute some 45 per
cent of total value added.

A brief description of some of the main industrial
establishments in Jordan follows.

The Jordan Phosphate Mines Company

Large quantities of phosphate ore are available in
various parts of Jordan. Proven reserves are estimated

at 130 million tons. Of these, 106 million tons are
located at Ruseifa, which lies 15 kilometres north of
Amman, and 30 million tons in the El-Hasa area,
which is about 100 kilometres to the south of Amman.
An_additional 140 million tons are presumed to he
available hut these reserves have not heen proven yet.
The quality of Jordanian phosphate is considered to
be among the hest in the world.

Prior to 1933, a small company was founded to
extract phosphate from the Ruseifa area only. But in
that vear the Government evalnated the assets of the
company and established the Jordan Phosphate Mines
Company with an authorized capital of JD 1.2 million,
of which it held 51 per cent. For many years, this
company has extracted phosphate from its mines at
Ruseifa and in the last vear or so has initiated some
extraction at El-Hasa.

Meanwhile, the Government retained a specialized
consulting engineering firm to determine the size and
quality, markets, production techniques and transporta-
tion facilities relating to phosphate production from
the LI-Hasa area. The technical design and specifica-
tions of this project were issued for international
hidding and tenders were awarded in 1964 and 1963.
To ensure effective and efficient realization of this
project, the Government created an implementation
committee to supervise and co-ordinate construction
works and also to establish the bases for integrating
the Ruseifa and ll-Hasa projects under one company.
This amalgamation was effected as of 1 Janary 1966

The Jordan Phosphate Mines Company employs
more than 1,500 workers and their wages and salaries
amount to approximately JD 300,000. The company’s
production of rock phosphate excceded 850,000 tons
in 1965 and is expected to surpass the | million ton
mark by 1967. Almost the entire production of Jorda-
nian phosphate is exported to Furopean and Asian
arkets, particularly to Tndia, Yugoslavia, Czechoslo-
vakia and Poland.

Production and exports of phospliate for the period
1955-1965 were as follows (in 000 tons):

1955 1956 1957 1958 1959 1960 196 1962 1963 1964 1965

166 209 262 294 338 392 445 681 615 604 852
155 177 255 268 278 301 341 400 369 627 605

Production
Exports

The Jordan Cement Fuctories Lid.

The Jordan Cement Factories Ltd. was established
in 1951 with an authorized capital of JD 1 million. Of
this, the Government held 49.5 per cent and the re-
mainder was issued for public participation. However,
the company’s capital was doubled in 1959 and again
was increased to JD 2.5 million in 1962. The company’s
concession extends over fifty years.

Cement production conunenced in 1954 with a
capacity of 110,000 tons per ycar. However, the rapid
growth in cement consumption warranted the expan-
sion of productive capacity by adding one kiln in 1960
and another in 1962, Production in 1963 amounted to
243,278 tons, of which 233,480 tons were consumed
locally and the rest exported to neighbouring Arab
countries.

About 600 workers are employed by the company
and their annual wages and salaries amount to about

JD 116,000.
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Cement production has developed since 1956 as
follows (in 000 tons) :

1956 1957 1958 1959 1960 1961 1962 1963 1964 194%
79 107 114 110 165 223 235 243 290 317

The Jordan Petrolewm Refinery Lid.

Jordan’s consnmiption of petrol and petroleum pro-
ducts is estimated at 314,000 tons, valned at about m
6.2 million. The growth rate of local consumption is
put at 10 per cent per year.

The Jordan Petroleum Refinery was established in
1956 with an authorized capital of JI) 4 million, of
which the Government held shares worth JD 250,000.
In 1961, the rcfinery’s production amounted to 181,126
tons and reached 336,862 tons in 1964, of which
313,619 tons were consumed locally and the remainder
exported to Saudi Arabia and Lebanon.

The refinery employed 730 workers in 1964 us
compared with 590 workers in 1963, The 1964 figurc
excludes temporary workers whom the refinery retained
for certain short-term projects. This increase is
attributable to the fact that the company began dis-
tributing and transporting its products. Total wages
and salaries amounted to JD 319,500 in 1964, repre-
senting an increase of JD 39,590 over 1963. Net profits
in 1964 amounted to JD 720,000, thereby vielding a
rate of return of 18 per cent.

Following are the refinery's production figures by
type of fuel for the period 1961-1965 (in 000 tons):

1961 1967 1963 1964 1965
Liquid gas 0.6 18 36 6.4 75
Benzine 372 436 469 531 61.2
Kerosene 9.6 47.0 54.3 66.0 66.7
Solar . 41.2 624 1038 108.2 134.2
Fuel oil 50.6 529 62.1 76.3 816
Asphalt 119 209 4.1 269 30.0

Totar. 18L1 2286 3048 3369 3812

Cigarette companics

Cigarette manufacturing in Jordan dates back to the
1930’s. At present, there are three major companies
producing cigarettes: the Jordan Tobacco and Cigarette
Company, the National Tobacco and Cigarette Com-
pany, and the Jerusalem Cigarette Company Ltd. The
total paid-in capital of these companies amounts to JD
786,000. The total value of their annual production was
ID 3.5 million in 1965. They employ 1,000 workers
and total salaries and wages paid out amounted to JD
227,000 in 1965. Dividends have ranged between 10
and 1§ per cent during the last ten years. The value
of their exports is put at JD 500,000.

:Iord.'mi:m cigarettes have become well known in
neighbouring  Arab countries, especially in  Kuwait,
Lebanon, Saudi Arubia and lraq. They have proved
capable of competing with foreign cigarettes in quality
and price and are considered to he aniong the best
brands in the Middle East. This is due to the method
of processing and mixing locally produced tobacco with
imported tobacco.

The cigarette industry in Jordan obtains hetween 65
and 75 per cent of its needs from locally produced
tobacco, and inports the rest from ubroad, mostly from
the United States, Turkey and Greece, The Govern-
ment lnnits the area planted with tobacco to 20,000

dununis, and the produce is purchased by the cigarette
colnpsnies,
Vegetable Oil Company

The original idea behind the establishment of the
Vegetable Oil Company was to refine and process
virrious vegetable oils, and particularly olive oil, which
is produced domestically in sizable amounts. In good
years, Jordan's production of olive oil exceeds 20,000
tons. Domestic production of olive oil is expanding
yearly owing to the increase in the number of trees
planted.

However, the rise in the price of virgin olive oil and
the increasing demand have rendered the process of
refining it economically not viable. As a result, the
company decided at the end of 1959 to produce veget-
able ghee and concluded an agreement with a Dutch
firm whereby the latter would supervise production and
marketing operations. Production of vegetable ghee
started in 1960. Jordan used to import large quantitics
of this conmmodity.

The company is at present conducting the necessary
studies to expand its output. It is considering also the
establishment of a plant to press seed oils such as
safflower and sunflower, both of which could be
grown locally and in particular in the Ghor area. Mean-
while the company is studying the possibility of
installing a plant to produce margarine and another
for oil hydrogenation.

The plant for refining vegetable oils was constructed
in 1956 near the city of Nablus, with a productive
capacity of 7,000 tons per year, capable of being ex-
panded. The capital of the company was originally jD
200,000, but was increased to JD 500,000 in 1959.

Following are vegetable ghee production in recent
years (in tons):
1961.196. 1962-1963 1963-1964 196i-1965
2,578 4057 3,424 5,503

The Jordan Tanning Company Ltd.

The Jordan Tanning Company was founded in 1957
with a capital of JD 250,000, which was then raised to
]6)0 %000 The Government’s share amounts to JD
100,000.

The company commienced production in 1961, It
employs about 250 workers. The factory is considered
one of the biggest and most modern tanneries in the
Middle East.

Production in recent years has been as follows:

Product 1962 1963 1964 1965
Sole (tons) .. . , 288 264 222 361
Box (1,000 sq. f1.) . . 1,780 1,638 1,266 1,818
Lining (1,000 sq. ft.) . 292 319 22 561

United Indr-ties Corporation

This company was established in early 1960 with a
capital of JD 325,000. Production commenced in 1961
It employs 240 workers, whose annual wages and
salaries amounted to JD 42,000 in 1965,

The United Industries Corporation produces various
kinds of wet batteries for cars. Its productive capacity
is about 300 batteries every eight hours, Sixty per
cent of production is exported to neighbouring Arab
countries.
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The company also produces recliined rubber and
paper. Reclaimed rubber is used in producing various
types of shoes and boots as well as battery containers.
The productive capacity for this type of rubber is 3
tons per day. In addition, the company produces neon
tubes which are used by commercial establishments for
advertising purposes. Prodnctive capacity is 100 metres
per day.

ROLLE OF (GOVERNMENT 1N INDUSTRIALIZATION

Industrial activity in Jordan falls mainly within the
private sector. However, the Government performs a
crucial role, which is partly regulatory and partly
promotional in nature. The regulatory functirn arises
out of the need to protect the public interest and general
welfare, and to minimize the misdirection of limited
resources within the framework of a generally frec
economic system. The promotional function arises ont
of the need to foster rapid industrial growth in a coun-
try where industry is still a newcomer to the economic
and social structure. It consists in providing the proper
environment and creating adeqgmate institutional and
financial systems to stimulate industrial growth. The
measures instituted by the Government to encourage
and accelerate industrialization in the country are
snmmarized below.

Legislation

The law for the encouragement of foreign capital
investment, No. 28 for 1955, and the law for the
encouragement and guidance of industry, No. 27 for
1955, provide a number of important facilities for the
establishment of new industries, including the
following :

(a) Foreign capital is treated on an equal footing
with local capital invested in similar industries ; owners
of foreign capital are permitted to transfer their annual
earnings from Jordan in foreign exchange;

(b) Foreign capital may be repatriated in the ex-
change in which it was brought into the country without
any hindrance;

(¢) Foreign capital may be brought into the country
in the form of cash or machinery, subject to the condi-
tions agreed upon with the Ministry of National Eco-
nomy.

Moreover, law No. 27 for 1935 grants special facil-
ities to approved industries and development projects.
These facilities include exemption from customs duty
and all other fees in respect of all machinery, equipment
and construction materials, and full exemption from
income tax for three years as from the date of com-
mencing production, and up to 50 per cent for the
following two years.

Other facilities provided by the Government include,
as the case may be, protection against foreign competi-
tion through non-importation of similar manufactures,
and protection from local competition through the non-
establishment of an identical industry, so long as the
approved industry is capable of satisfying market
demand in full.

Institutions

A number of government ministries and agencies
are currently concerned with industry.

Thus, the Ministry of National Economy includes
an industry section whose functions are to process
licence applications to set up new industries or expand

existing ones. recommend the provision of import
licences for machinery, implement laws governing indus-
try, and participate in decisions on tariff protection and
on the direction of government investment in industry.

The customs and excise departinent of the Ministry
of Finance participates in making decisions on tariff
protection. The Ministry of Finance also participates
in investing government funds in private undertakings.

The planning department of the Jordan Development
Board is responsible for over-all industrial planning
and review. It is in charge of placing contracts for
feasibility studies and promoting industrial projects
through the publication of brochures, special stndies,
etc.

More recently, an industrial advisory service has been
extablished at the Ministry of National Economy in
co-operation with the International Labour Office. This
service has the following functions:

(¢) Advising businessmen on industrial matters ;

(b) Training persons engaged in industry;

(¢) Presenting lusinessinen’s  problems  to
government agencies concerned ;

(d)y Interpreting government policies to business-
men:

(¢) Providing technical and economic appraisals of
industrial projects

(f) Providing “plant” indnstrial advisory services:
() Training experts’ counterparts.

the

Equity participation

As part of its policy to encourage industrial develop-
ment, the Government has resorted to investing some
of its funds in industry. The presence of Government
as an owner in industry is greeted by the industrialist
as beneficial and by private investors as a sign of
confidence. Moreover, government participation is
considered to have contributed considerably to the
growth of private ownership of industrial shares. As
of 31 October 1965, government investinents amounted
to J1D 6.2 million.

Industrial credit

1t had long been recognized that scarcity of capital
funds was one of the major obstacles facing industrial
growth in Jordan. To alleviate the situation, the
Government created the Industrial Development Fund
(1DF) in August 1957 as an appendage of the Jordan
Development Board, after combining the financial
resources of three of its projects which had been
initiated with the co-operation of the United States
Operations Mission (USOM). USOM provided tech-
nical and financial assistance totalling JD 485,303 to
develop the industrial and tourism sectors. The broad
objectives of the fund were to increase industrial pro-
duction and employment through expanding exports
and/or decreasing imports. Industrial loans were given
for the purchase of machinery only, whereas in the
case of hotels they were given for construction and for
the purchase of furniture and equipment. Both types of
loans were for periods ranging between eight and ten
years. Loans paid out by IDF since its creation until
the end of June, 1965, amounted to abont JD 1 million.

However, it has been realized since 1963 that, owing
to lack of adequate financial resources, the 1DF could
not meet the demands for industrial credit. It was felt
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necessary to establish an expanded institution with
adequate resources to take over the functions of the
IDF. The Industrizl Development Bank was therefore
created in July 1965 as a predominantly private institu-
tion with an authorized capital of JD 3 million. Of
this, the Government would hold shares worth JD |
million, while the remainder would be issued for public
participation, including commercial banks. The bank
commenced commercial operations on 15 October 1965,
with subscribed capital of JD 2.24 million.

The bank’s objectives are the following :
Encouragement, activation, assistance. expansion,
development and renewal of industrial projects:

Tucreasing opportunities of work in the kingdom;

Assisting the growth and development of the stock
market in the kingdom;

Iincouragement of small local and manual industries,
particularly through the establishment of co-operative
societies and their support through technical assis-
tance and loans:

I-'ncouragement of financing of industrial projects from
internal or external financial sources, whether public,
private or international.

In addition, the Government has taken the necessary
measures to increase the supply of various types of
skills needed for industrial purposes. The number of
trade and industry schools was increased from four
in 1955-1956 to seventeen in 1963-1964. The number
of students in these schools increased from 445 to 2,366
respectively. Moreover, training programmes at both
the professional and managerial levels were initiated as
part of the technical assistance Jordan receives from
friendly nations and international agencies. At the
same time, the Government has paid special attention
to strengthening and supporting the co-operative move-
ment in the field of industry. In 1965, there were eleven
industrial co-operatives having 321 members. Adequate
legislation has also been promulgated to organize
mmanagement-labour relations and establish working
hours and minimum wage rates.

SEVEN-YEAR DEVELOPMENT PLANS 1964-1970

Conscious of the need to move the economy as
rapidly as possible along the path of self-sustained
growth and economic independence, and considering
the smallness of Jordan’s domestic market, its relatively
high population growth rate, and its limited natural
and capital resources, the Government of Jordan re-
cognizes the importance of long-range planning to use
these scarce resources in such a way as to take fullest
advantage of their contribution to the achievement of
the country's over-all economic and social objectives.
In 1957, the Jordan Development Board was reorgan-
ized so that it became the central agency responsible
for the formulation of national development policy
through the preparation of comprehensive long-term
development programmes.

Planning in Jordan is carried out in close co-opera-
tion between the Jordan Development Board and the
various ministries and departments and representatives
of the private sector. At the ministry level, planning
officers are appointed, or planning committees formed,
to maintain liaison between their ministry and the
board, to participate in the preparation of sectoral
programmes, and to follow up on the implementation
of approved development projects.

In 1961, the five-year programme for economic
development, 1962-1967, was issued, setting out a series
of goals for the economy and containing a large num-
ber of specific study and action proposals. A number of
the projects incorporated in that progranime have been
implemented or begun within the past four years.

Farly in 1963, however, it became evident that some
change of emphasis in the above programme was desir-
able, particularly in the direction of accelerating the
process of making the Jordanian economy self-sufficient.

The seven-year programme is an integrated, com-
prehensive, economic blueprint which aims at moving
Jordan as rapidly as possible along the path of eco-
nomic independence and self-sustained growth. It there-
fore gives high priority to those sectors which would
increase exports and/or reduce imports through the
expansion of productive capacity. These sectors are
agriculture, mining, tourism and manufacturing indus-
try. At the same time, it calls for the implementation
of projects in the supporting developmental activities,
both social and infrastructural, which provide the man-
power resources and facilities for the foregoing sectors.

The main goals of the seven-year plan, in order of
importance, are the following: a major reduction in
the balance of trade deficit and a major reduction in
budget support; an increase in per capita income at as
rapid a rate as possible, consistent with the aforemen-
tioned objective, and a reduction in the level of un-
employment,

In quantitative terms. the seven-year programme
aims at increasing the gross national product from JjD
137 million in 1963 to JD 226 million in 1970, i.e. by
about 65 per cent. This involves raising output per
capita from JD 75 in the base year to ap roximately
JD 103 in 1970. Secondly, the trade deficit will be
reduced from JD 41 million in 1963 to JD 24 million
in 1970; this deficit would then represent 11 per cent
of the gross national product as compared with 30 per
cent in the initial period. Employment opportunities
are likewise programmed to increase at an annual rate
exceeding 5 per cent.

To achieve these targets, the programme calls, among
other things, for the following:

The increase in aggregate private consumption to be
limitec to 4 per cent per annum to offset population
growth and allow an annual increase of 1 per cent
in per capita living standards ; aggregate private con-
sumption is thus programmed to increase from JD

. 116 million in 1963 to JD 153 million in 1970;

The increase in public consumption to be limited so
that recurring periodic expenditures of the Govern-
ment would rise from JD 33 million in 1963 to JD
41 million in 1970 and those of local governments
from JD 1.6 million to JD 2.4 million, respectively ;

JD 274 million to be invested during the plan period,
of which JD 145 million to be expended by the public
sector  (including local governments) and JD 129
million by the private sector; of this total JD 74
million to be allocated to agriculture and~ water
development schemes, JD 55 million to mining,
manufacturing industry and electricity, JD 20 million
to tourism, and the remainder to infrastructural and
social projects;

Jordan’s exports of goods and services to be increased
from about JD 20 million in 1963 to over JD 59
million in 1970;
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Imports to bhe increased from JD 61 million in 1963
to about JI) 83 million in 1970.

It can be seen that the ratio of exports of goods and
services to imports of goods and services would rise
from 47 per cent in 1963 to 85 per cent in 1970. The
achievement of this goal would bring the Jordanian
economy a long way towards becoming self-sufficient.

A summary will now be given of the contents of the
seven-year plan programmes for the mining and
manufacturing industries, and the development of
electricity supplies.

Mining

At present the only mineral resources being eco-
nomically exploited are phosphate, marble and salt, of
which the latter two are quite small in value. In order
to achieve a significant improvement in the balance of
trade and national output by 1970, Jordan places heavy
reliance on the production and exportation of minerals.
This includes a large increase in phosphate production,
the production of potash from the Dead Sea brines, an
increase in marble exports, and the undertaking of an
extensive exploration and feasibility programme with
respect to a number of otlier possible mineral resources.

Phosphate

Jordan has for many years been producing and ex-
porting phosphate. Extraction has been mamly from
the phosphate mines at Ruseifa, but last year some
extraction was initiated at El-Hasa. Almost the entire
production is exported.

In 1962, a specialized consultant firm was retained
by the Government to carry out the necessary explora-
tion and viability study to determine the size and
quality, markets, production techniques and transporta-
tion facilities relating to the phosphate reserves avail-
able at El-Hasa. The findings of the consultants are
listed below.

In the area of about 500 km? in the vicinity of El
Hasa (principally north and east of kl-Hasa), nine ore
parcels have been found close to the railway and desert
highway. These parcels cover an area of slightly less
than 10 km3, and contain about 30 million tons of
phosphate, of which 23 million tons are concentrated in
three ore bodies. These will be exploited first.

T é\luch of the ore is soft and grades about 70 per cent
P.

The ore of all nine parcels, with the partial exception
of one, lies close to the surface, whicﬁawill make for
economic stripping. Mining costs are expected to be
considerably ﬁ)wer than at Ruseifa, where most of
Jordan’s phosphate production is presently centred.

Preliminary tests indicate that the recovery is ex-
pected to be higher than at Ruseifa.

Preliminary beneficiation tests indicate that the ore
can be easily upgraded by simple dry separation and/
or hydraulic classification to make it competitive with
the best phosphate being marketed.

Transportation costs from El-Hasa to Aqaba will be
considerably less than from Ruseifa to Aqaba or to
Beirut, especially if a modern transportation technique
is adopted.

The objective is to produce and export 2 million or
more tons of phosphate per year by 1970. This should
be worth about JD 7 million. Steps to be undertaken
include:

Integration and expansion of present operations and
organization into one large corporation responsible
for all Jordan's phosphate production activities; this
step was accomplished in Jannary 1966;

An expanded programnte of sules promotion ;

I’roduction from the low cost mines at Fl-Hasa at the
rate of 500,000 tons per year, to begin by June 1966,
and to constitute a rapidly increasing proportion of
total production ;

Construction of railway facilities from El-Hasa to
Aqaba to accommodate the increasing volume of
phosphate shipments ; prior to 1968, phosphate will
be transported by road to Aqaba from El-Hasa and
Ruseifa, and to a lesser extent to Beirut from
Ruseifa; the study pertaining to the location of the
railway facilitics has been completed and design of
construction will be ready in a few months;

Additional storage and loading facilities for expanded
exports of phosphate ut the port of Agaba to be
completed by 1966.

Potash
The Arab Potash Company was founded in 1956 to

extract potash and other minerals from the Dead Sea
brines. Specialized consultant firms were employed to
carry out the necessary economic and technical studies
and designs of the project. These have been completed
and steps are well under way to secure the necessary
financing.

The objective is to produce and export 1t least
500,000 tons of potash per year by 1970 worth over
JD 5 million. To achieve this, the requirements listed
below niust be met.

P’an and dikes capucity and related plant capacity must
be 500,000 tons per year.

The Safi-Agaba road of about 185 km must be con-
structed to facilitate the transportation of potash
to Aqaba and supplies fromm Aqaba to Safi. The
lay-out of the road is completed, and total cost is
cstimated at JD 3 million. While the road will be
constructed primarily for potash, it will serve the
agricultural areas around Safi and the mineral
developments in the Wadi Araba.

The port of Aqaba loading facilities must be expanded.

A town must be devecloped following an approved plan
at or near Safi for the employees and service workers
of the Arab Potash Company.

The expansion of the potash plant should occur about
1975 to increase production ; the timing of this expan-
sion will be determined largely by the markets which
have been developed in the preceding years.

Marble

There are four working marble companies in
Amman, in addition to a new company which is ex-
pected to commence production shortly. In 1961-1962,
these companies employed 210 workers, produced JD
148,000 ot output, and exported J1) 44,000 of marble
and related products.

The objective is to export not less than JD 150,000
worth of marble by 1970, and to satisfy all local
demands. Although the growth of marble exports has
been encouraging, a feasibility study concerning the
various export markets for different kinds of products
should be sponsored by the Jordan Development Board,
in conjunction with the Ministry of National Economy
and the Marble Companies. Moreover, a small tech-
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nical section related to marble should be considered for
the Amman industrial school or some other appropriate
institution following the report of the feasibility study.

Copper

Some copper prospects have been located on the
escarpment of the Wadi Araba and considerable ground
surveying has been conducted by Jordaniain geologists
and the German Geological Mission.

A feasibility study has been carried out to ascertain
the extent of deposits of copper and silicates in and
near Wadi Abu Khusheiba in the Wadi Araba, and to
evaluate the economic viability of exploiting these
deposits. Further studies are needed, however, to
determine the economic soundness of the scheme. It is
therefore proposed to develop mines and profitable
plants for the commercial production aud export of
copper, provided that such a programme has been
found to be economically viable.

Iron

An iron deposit lias been discovered in the Ajloun
area; but at present its limited size makes it uneconomic
for exploitation except in conjunction with the making
of copper concentrates, or if cnongh additional deposits
are discovered to justify exploitation. Further ground
surveys are required.

Sulphur

Deposits of sulphur are found in areas north and
south of the Dead Sea, and considerable exploration
has been conducted. Further worl will be required.
Petroleum

Larlier drilling in Jordan was uusnccessful in finding
oil for a number of reasons: the geological information
available was very limited; the companies with con-
cessions allocated only limited funds for their operations
in Jordan; the equipment used was not the most
suitable for the requirements of Jordan,

In 1964, a concession was granted to an American
company to undertake drilling. Drilling operations are
well under wuy. Consequently no allocations for this
activity have been made or revemue anticipated under
the seven-year plan, -

Manitfucturing industry

Jordan continnes to import a significant proportion
of its total consumption of manufactured goods. On
the other hand, exports of such goods constitute a
limited proportion or?ocal production. As a result, this
sector accounts significantly for the adverse trade
balance. In so far us imports of consumer goods are
determined by personal mcome, the increases in the
latter projected in the seven-year plan will exacerbate
the payments gap unless local production is expanded
to replace imports and/or to increase exports. Such an
expansion in production is the objective for this sector.

Two specific obstacles handican industrial develop-
ment in Jordan—shortage of loc. raw materials and
4 small domestic market. Against these, Jordan is
favoured by an easily adaptable and po ntially produc-
tive labour force, a sound transport system, and estab-
lished trade connexions with neighbouring countries.
Above all, the fact that industry has reached its present
level and that the major limitation on faster develop-
ment has been lack of ﬁn:lncebratherhthan lack of
opportunity or entrepreneurial ability, this sector may
be expected to conet’;'ibute effectively to the over-all
objectives of the plan.

The basis of the manufacturing indnstry programme
has been a detailed scrutiny of the viability of individual
industries with regard to consumption patterns, po-
tential import substitution, output, and capital require-
ments. These industries are expected to operate in
the private sector, the role of the Government to be
confined to the creation of an economic climate in
which industry can flourish through encouragement,
technical advice and training, and the establishment of
an adequate industrial credit systen,

The quantitative targets for manufacturing industry
consist of increasing local production by 62 per cent
and exports by 72 per cent as between the years 1963
and 1970. Consumption of manufactured goods is
assumed to increase by 41 per cent during the plan
period.

New products envisaged under the programme are
the following:

(a) Food and fecd: animal feed, biscuits, confec-
tioneries, glucose and starch, dairy products, fruit and
vegetable juices, table salt, ycast, retined sugar ;

(¢) Beverages and tobacco: carbonated beverages ;

(¢) Textiles and clothing: woollen clothes, under-
wear, blankets, rugs, cotton piece-goods ;

(d) Non-metallic minerals: concrete pipes, ceramics,
superphosphates, sheet glass, glass bottles ;

(e) Petroleum refinery: expansion of existing
capacity ;

(f) Other: cosmetics, pharmaceuticals, screws, shoe
polish, rails, barbed wire, paper cartons, buttons,
cleaning products, Dbatteries, auto parts, cardboard.
paint, building hardware, plywood, ropes, truck and
bus assembly, plastic electrical fittings, corrugated card-
board, steel bars, and reinforced cement poles.

Total fixed capital requirements of these industries
were estimated at JD 8.5 million, of which JD 6.5 for
the purchase of machinery, JD 0.3 million for land,
and JD L7 million for buildings.

In addition, the industrial programme contains the
following proposals designed to bring about the eco-
nomic and institutional climate in which private enter-
prise can be expected to achieve the foregoing goals:
Re-organization of the Government structure in so far

as it inipinges on industry;

Re-structuring of the Ministry of National Economy
to make it a more fully effective promotional and
advisory agency for industry;

Creation of a standards bureau;
Re-structuring and strengthening of the Customs and
Excise Department ;

Liffective promotion of foreign investment in Jordan;

Reconsideration of laws governing customs duties,
taxation, and encouragement of industry;

Establishment of an industrial development bank with
sufficient capital resources to enable it to provide
credit in adequate amounts.

Electricity supply

The public electricity supply in Jordan is less than
twenty years old and in many respects still at the
pioneer and formative stage, as the total load does not
yet exceed 26,000 kW. Capital already invested is about
JD 5 million and persons employed about 1,000, This
gives an investment of some JD 5,000 per employee,
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refiecting a relatively high capital content of electricity
supply in comparison to other industries.

There are twenty-seven licensed undertakings, com-
prising twenty-three municipalities and four companies,
with the latter supplying some 80 per cent of all power
consumed. Undertakings vary in size from the largest,
in Amman, with a maximum load of over 16,000 k\V,
to small villages with loads of under 20 k\V.

The development of the public electricity supply in
Jordan has followed the familiar pattern observable
in most parts of the world, that is to say, undertakings
have come into being more or less spontaneously in
response to public demand. Tlie driving force in the
case of companies is the profit motive, and in the case
of the municipalities a sense of public duty. Up to now
there has been no official legislation in Jordan to govern
questions pertaining to power supply and State control
has been at a minimum. The Government has however
been fully aware of the wastefulness inherent in a large
number of small localized undertakings and has
cudeavoured, not without success, to enconrage the
merging of adjacent undertakings in the north of the
country. No such integration is as yet justified in the
south owing to the small size and scattered nature of
the undertakings.

Approximately 50 per cent of the total population
live in electrified areas of which more than half are
already connected, so that between 25 and 30 per cent
of the population is now supplied.

Ouly one form of tariff exists, namely, the variable
or “stepped”, block type, where the price and quantity
related to each block is varied to suit the policy and
economic circumstances of the particular undertaking.
The selling price of power in the primary block rate
varies between 30 andp‘(:O fils per unit and n the lowest
block rates between 15 and 30 fils. The average selling
price for the whole country is about 20 fils, the lowest
(Amman) being about 19 fils. All undertakings make a
connexion charge, which is often in the region of JD 10.

The provision of capital has been a continuing prob-
lem for both municipal and company undertakings,
particularly where expansion has been taking place
rapidly, as in Amman and Jerusalem. In the case of
companies, finance comes mainly from private invest-
ment aided by loans from Government and outside
sources. The municipalities, for the most part, have had
to rely on loans provided from the Government's
municipal loan fund.

It is considered that the initial pioneering stage of
public electricity supply in Jordan, as referred to
carlier, is now at an end and that a carefully planned
programme of development is now required. To men-
tion one important aspect, namely, generation, it is
recognized that the operation of a large number of small
isolated generating sets is inefficient and that the
concentration of generation in fewer and larger units
should be aimed at. This is underlined by the fact that
at present 96 per cent of the total number of generating
sets produce only 22 per cent of the total power.
Another serious problem inherent in small undertakings
is their inability to pay salaries to professional em-
ployees commensurate with the level of skill and ex-

perience called for in the administrative, commercial,

accountancy and, above all,
electricity supply.

The electricity programme in the seven-yeur plan
contains the provisions listed helow.

Organization of electricity supply

Llectricity supply services are to be fully integrated,
so that a Jordan Llectricity Authority is set up whose
main function will be the generation of all clectrical
power required and its transmission in bulk to distribu-
tion undertakings in the northern area of the kingdom,
and the northern area is divided into four distribution
areas and all undertakings within such areas are
merged.

The necessary legislation to provide for these changes
has been drafted. It will also provide for a greater
measure of control over the indnstry by the electricity
division of the Ministry of National Liconomy, and
institnte a set of safety regulations covering persons
cwployed in the industry as well as the general public.

(seneralion

engineering ficlds of

In pursuance of the policy set out in the previous
paragraph, a central thermal station (probably steam)
will be coustructed to provide base load energy with
an initial capacity of about 30,000 kw. In addition, the
five largest and most efficient diesel plants now existing
throughout the northern area will be retained during
their working life to meet the peak load. In addition,
a 30,000 kW hydro-project on the Yiunwuk river will
be used to meet the peak load proper. This project is
uwow under construction and is cxpected to be com-
missioned during 1968-1969.

Transnnssion

A 132 kilovolt transmission grid is to be constructed
in the northern part of the kingdom. This will take
the form of a ring and will link all the above-mentioned
stations, the sections between Zerqa (where the new
thermal station will be located) and Jerusalem probably
being of double-circuit construction. 1t is estimated that
the voltage of 132 kv will cater for the load to be
expected in north Jordan over the next twenty-five
years or so. The life of the overhead lines—which will
be of steel tower construction with aluminimn conduc-
tors-—is estimated to be at least twenty-five years and
in the favourable climate of Jordan may easily exceed
thirty years.

Primary distribution within the distribution areas
will be by means of 33 kv lines. Some 1,000 km of these
will be built under the seven-year programme, which
calls for the shutting down of all existing small stations
while at the same time providing supplies to meet the
needs of villages and towns with 1,000 inhabitants or
more, with transformation direct to 400/230 volts.
There will be no intermediate voltage, except in urban
areas where 6,600 volts will be used as feeders to sub-
stations.

It is expected that the present demand for electric
power will increase by about 15 per cent per annum
over the next seven years, giving a total requirement
of some 340 million kWh generated by 1972. This
expansion allows for all probable industrial develop-
ment within that period, together with a modest
programme of extension into the rural areas.
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3. The industrial siivation in Kuwait

Communication presented by Kuwait

INTRODUCTION

Whereas most developing countries depend primarily
on an agricultural sector which is primitive in nature,
Kuwait depended in the past on marine resources
which, through pearling, fishing, commerce and trans-
portation, provided the major part of its income. The
geographic location of Kuwait encouraged the develop-
ment of sea transportation and commerce,

These conditions brought into existence certain types
of industries, of which ship-building was very im-
portant. Together with this industry, other types of
simple crafts were developed to satisf};' domestic needs.
The discovery of petroleum, however, brought about a
complete change in the country’s economic structure.
Capital investment grew in the different economic sec-
tors, contributing to the development of the industrial
sector. As a result, certain industries directly connected
with the construction sector, such as the tile and brick
industries, blacksmithing and carpentry. came into
existence. The development of these industries, how-
ever, was haphazard and was not based on economic
viability studies. Moreover, the liberal legislation
existing at the time contributed to the haphazard emer-
gence of such industries.

Kuwait now depends mainly on petroleum, with the
huge annual oil revenues constituting the prime mover
of economic activities.

This dependence on one major source of income
requires that serious measures should be taken to
expand industrial activities. For although the petroleum
wealth of Kuwait is huge, it is by no means limitless in
quantity. Furthermore, given the great technological
developments of our day, the utilization of atomic
energy miay ultimately weaken the position of oil as a
source of energy. Atomic energy has already been
utilized in the operation of submarines and power-
generating plants, and, through intensive research, in
the operation of huge industnial plants. Therefore the
day may come when oil takes second place as a source
of power, as did coal following the expansion in the
exploration and utilization of petroleum.

But, although oil is threatened by these technological
advances, its role in the development of new industries
has latterly been increasing, especially with the rapid
expansion in the petrochemical industry.

POSITION AND STRUCTURE OF THE INDUSTRIAL SECTOR
IN Kuwarr

An investigation of the industrial sition in
Kuwait necessitates a study of the bases of the indus-
trial structure, namely, the country’s natural wealth,
capital, labour force and, finally, the level of
technology.

Kuwait’s natural resources consist of petroleum,
natural gas, marine wealth and quarrying.

Petroleum and matural gas

Petroleuni is the main wealth of Kuwait and the
primary source of its income. The ratio of oil revenues
to total Government revenues amounted to about 94

r cent in 1963-1964, 93.3 per cent in 1964-1965, and

.6 per cent in 1965-1966.

Kuwait began producing oil in 1946. Production
jumped rapidly from 787,500 tons in that year to 12
million tons in 1949 (or roughly fifteen times the
quantity produced in 1946), 36.3 million tons in 1962,
SL5 mithon tons in 1958 and 114.2 million tons in
1964.

Natural gas is second in importance to petroleum.
The quantity of natural gas produced in 1962 was esti-
mated at 337.5 billion cubic feet, of which only about 25
per cent was utilized. The quantity of natural gas pro-
duced in 1964 was estimated at about 365 billion cubic
feet, of which only about 20 per cent was utilized. How-
ever, if we take Kuwait's share from the neutral zone,
the estimated quantity of natural gas produced would
amount to approximately 410 billion cubic feet.

Marine wealth

Since the Persian Gulf was the prime source of life
for Kuwait in the past, it is still capable of offering
several opportunities to industry.

Ship-building

Most coastal countries depend on sailing, ship-
building and related services for their livelihood. Like
other coastal countries, Kuwait formerly depended on
the manufacture of sailing boats and related activities
such as sea transport, pearling and fishing, and it is
capable of reviving this traditional industry, which is
the major indigenous craft.

Fishing and related industries

The coastal area of the Gulf is a natural shelter for
fish. The calm and warmth of the Gulf waters probably
account for the great variety of fish. Indeed, all infor-
mation on this source of wealth indicates the need for
an extensive survey covering the establishment of
fisheries, the organization of fishing periods and the
establishment of industrial plants to prepare and pre-
serve this wealth, especially high quality fish such as
shrimps, which are exported to Europe and the Ame-
ricas. Such operations, if carried out on a modern tech-
nical basis, will undoubtedly enhance the country’s
wealth from this source.

Salt and its derivatives

Table salt and other types of salt are another form
of wealth which can be extracted from sea water., This,
however, requires technical studies to determine the
types of salt that can be extracted, the possible expan-
sion of production, the economic cost of processing,
prl;;parmg and marketing, and other possible uses of
salt,

Quarrying materials

The belief is held in some quarters that the quar-
rying localities of Kuwait may be suitable for certain
types of industry such as the construction industry. To
determine the suitability of the soil for industrial pur-
poses 1t 1s necessary to undertake a close and careful
geological survey and other studies.

Industrial financing .

Capital in Kuwait is abundant, but only a small por-
tion of it is channelled into the industrial sector. ‘ﬁ:is
situation has, in many cases, led the Government to
finance industry either by establishing industrial plants
such as the Kuwait Limestone Company, the Kuwait
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Prefabricated ousing Company, the Tile Factory and
the Salt, Chlorine and Caustic Soda Company, or by
participating in the equity of several industrial firnis
such as the Kuwait National Industries Company, the
Kuwait Flour Mills Company, the Kuwait National
Petroleum Company, and the Petrochemnical Industries
Company. The three companies in whose equity the
Government has participated, but which have not been
offered to the public for general subscription, are the
Kuwait Asbestos Industries Company, the Kuwait
Chemical Fertilizers Compuny, and the Kuwait Pre-
fabricated Housing Company.

Government participation in the capital of the above-
mentioned companies ranges between 38.25 and 80 per
cent. Total government participation in the capital of
the thirteen industrial joint-stock companies (including
companies in the oil sector) amounted to KD 19,202,700
at the end of 1904, representing 50.93 per cent of
the total authorized capital of those companies, which
amounted to KD 37,697,345,

The ratio of Governiment participation in the equity
of the industrial joint-stock companies may be consi-
dered high. This is due to many factors, the most
salient of which is that the financial requirements of
some of the existing industrial projects are consider-
able and beyond the capacity of the private sector.
Likewise, the relatively long period of gestation, which
may range from tliree to five years, tends to discourage
private investors from industrial ventures. Because the
private sector is inclined to concentrate its investment
on low-cost, quick-yielding conumercial or industrial
projects, the Government has assumed the responsi-
bility of investing in these large industrial projects, an
action which, it was believed, wonld encourage the
entry of the private sector into a particular type of
long-term economic activity so badly needed by the
country, and assist the private sector by providing the
huge funds required by those large industries.

Moreover, through the Ministry of Finance and In-
dustry, the Government has provided loans to many
Kuwaiti industrial joint-stock companies; such loans,
at the end of 1964, amounted to KD 7,496,020

Another source of industrial credit in Kuwait is the
Savings and Credit Bank, 1 government bank first
established in October 1960 as the Credit Bank. By
virtue of law No. 30 of 8 July 1965, all the assets and
liabilities of the Credit Bank were surrendered to the
new Savings and Credit Bunk. By virtue of the same
law, the capital of this bank was increased from KD 7.5
million to KD 20 million. This increase in capital, to-
gether with the authorization to borrow, against the
guarantee of the Government, an amount equal to sub-
scribed capital, has enabled the bank to widen the scope
of its activities.

The bank actually started providing industrial loans
during the fiscal year 1962-1963. In that year, its loans
amounted to KD 371,000, representing 11.2 per cent
of the total approved loans.

Although the ratio of industrial credit to total credit
granted by the bank was increased during the fiscal
year 1964-1965, it was still considered low. Total cre-
dit granted in that year amounted to KD 7,496,866
and total industrial credit to only KD 936,250, rep-
resenting 12.4 per cent of total approved bank loans
(see table 1).

Table |. Loans approved and granted by the Savings and
Credit Bank from the time of its establishment up to
31 March 1965

{Percentage of total)

Loans
Fndie- R Aqgri. arant.d to
trial eatate culturad  government
loans loans loans employees
From the time oi
ils establishment
up to 31 March 1962
Approved - 138 — 861
Granted — 6.7 — 32
1962-1963 :
Approved 11.2 419 0.5 46.2
Granied 109 305 0.2 8.7
1963-1964 :
Approved 5.7 344 2.1 577
Granted 49 269 21 66.0
1964-1965 :
Approved 124 36.0 1.4 50.0
Granted 7.2 21 1.3 §9.1
TOTAL 1.0ANS GRANTED  S.8 2?(; I_I— 6_77

. Soukcr: This 1able was prepared by the Financial and
Economic Commilice of 1he Kuwail Chamber of Commerce
gndk Industry and is hased on the published slatistics of the
ank,

Table 2, which illustrates the bank's indnstrial acti-
vities, sliows that, whereus approved loans in the fiscal
vear 1962-1963 numbered eighteen, such loans num-
bered twenty-seven in the fiscal year 1964-1965. The
amount of the loans for the Iatter year was K1) 936,250,
representing an increase of 152 per cent over the 1962-
1963 figure and 226 per cent over the 1963-1964 figure.

By the end of March 1965, 47.5 per cent of the total
industrial loans had heen granted to the producer goods
industries, 34 per cent to the manufacturing industries
and 185 to the services and repairs industries.

From the above figures, we can see that, by the
beginning of 1965, the actual participation of the public
sector in the financing of industrial enterprises amounted
to more than KD 17 million, including the participa-
tion of Government in the equity of the industrial com-
panies and the loans actually granted by the Savings
and Credit Bank. This figure is high and represents
roughly 140 per cent of the share of the private sector
in the paid-up capital of these industrial enterprises,
which amnounted to KD 12.3 million at the end of 1964.

Sources of private financing

Because of the high level of national income in
Kuwait, capital is abundantly available in the private
as well as in the public sectors. However, private capi-
tal in Kuwait has been channelled into tangible types
of investment such as land and real estate, and into
commerce. Part of it has leaked out for investment
abroad. It has moved slowly into the industrial and
utilities sectors.

The preliminary estimates of national income recent-
ly published by the Planning Board show the impor-
tance of income derived from tangible investments and
from investment abroad, compared with the total sour-
ces of private ircome (see table 3).
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Table 2. Industrial loans of the Savings and Credit Bank from the time of its establish-
ment to 31 March 1965

Loans approved Loans grauted
1962-1963 19631964 1964-1965 1962-1963 1963-1964 1964-1963

Type of industry Amount  No. Amount No. Amount 0. Amcunt  Amount mount
Pipes ............ 200,000 1 -— 140,000 2 150,000 50,000 40,000
Engineering

industries ...... 50,000 1 100000 | — 50,000 50,000 _—
Carpentry ........ 45000 3 50800 3 12000 3 35000 50800 3,100
Ice storage ...... 15000 1 §5000 4 92000 4 9,000 45,000 55,23
Printing and

publishing .. ... 20,000 1 20,000 1 — 19,500 5000 15,500
Bicycles ......... 26000 S 11000 3 2415 8 13000 8000 19900
Motor-car spare

parts .......... - 20,000 1 — — 13,791
Ice manufacture .. — 15000 1 - — —_ 15,000
Tile, marble and

mosaic ......... — 10,000 1 7400 1 .- 3,500 6,500
Blacksmithing .. .. 6,50 2 3000 2 8700 2 4590 33% 6,000
Tailoring ..... ... 450 1 -— - 4,500 — _—
Sweets e 3000 1 —_ 1 10000 1 3,000 — —_
Decoration ....... - —_ 6000 1 _— — $,000
Forage .......... — —_ 50,000 1 — — —
Fishing .......... — - 250,000 1 _— — 250,000
Insulating materials - - 30,000 1 - — 25,000
Ship-buiiding . ... _ - 6000 1 —_ — 6,000
Flour-miiiing ... .. _ —_ 300,000 1 — — —
Misceilaneous .. .. 1,000 2 2000 1 - 1 250 - -—

ToraL 371,000 18 286800 18 936250 27 288840 215650 461,021

Sourck: Annual report of the Savings and Credit Bank for the year ending 31 March 1965,

Table 3. Preliminary estimates of national income for the
years 1982-1963 to 1964-1948

(In KD million)

1962-1963 1963-1944 1964-1965

Wages and salaries

Public sector . .. 488 596 68.2

Private sector . 738 750 740

Oil sector 14.6 15.0 16.0

ToraL 1372 149.6 1582

Employment

Family income from

employment ............ 380 414 458
Properties

Family income from rent 40.5 423 46.0

Family income from

interest and returns . ... 18.7 18.0 246

Income in the privately

organized business sector 18 20 28

ToraL $8.0 62.3 731

Surplus arising in the

organized private sector 40 47 $2
Different government

Revenues . 204.0 2170 2317
Estimates of gross

domestic product . ... 4410 475.0 5140

Sounce: The Planning Board, estimates of national income.

Although it is difficult to estimate the financial invest-
ment of the private sector in Kuwait, the facts cited
below indicate the magnitude of such investments. The
authorized capital of all the joint-stock companies in
Kuwait amounted to KD 59 million ¢t the end of 1964

and the authorized capital of all the industrial joint-
stock companies amounted to about KD 38 million, of
which the private sector’s participation amounted to
KD 18.8 million, or 49.5 per cent of the total autho-
rized capital. The paid-up capital of these industrial
companies, however, amounted tn KD 21 million at the
end of 1964, of which KD 12.3 million were advanced
by the private sector, an amount which represents $8.6
per cent of the paid-up capital. However, if the loans
which have been contracted by these companies are
added to the paid-up capital, the ratio of the private
sector’s participation drops to 42.4 per cent.

Apart from private investment in joint-stock com-
panies, the estimated total investment of the private
sector in all the private business enterprises in Kuwait
now amounts to more than KD 100 million. The accu-
mulated capital of the private sector was estimated at
KD 27 million in 1962 and at KD 47 million in 1963,
The major sources of this accumulated capital were the
savings and business profits of this sector.

Role of local banks in industrial finamcing

Although capital is abundantly available in the pri-
vate sector, it shies away from industrial ventures. It
therefore needs encouragement and support. Banks in
Kuwait can indoubtedli play an important role in this
field. A study of bank deposits, loans and advances
shows that the availability of ample deposits and liquid
funds makes it possible for banks to provide working
capital to industry.

Foreign investment in K wwnait

If investment in the oil sector is excluded, the total
ital invested in Kuwait becomes quite insig-
his is due to the fact that no such capital
ills.

foreign ca
nificant.

is needed in Kuwait unless it is linked to foreign
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The companies’ law clearly states that the minimum
Kuwaiti capital in any company should not fall below
51 per cent. As far as joint-stock companies are con-
cerned, although the law stipulates that stockholders
should be Kuwaiti nationals, it opens the way to foreign
participation in special cases requiring the approval of
the government authorities concerned.

Thus, foreign investment in Kuwaiti joint-stock
companies was dictated by the need for technical and
managerial experience. It was also dictated by the need
for outlets in the international markets. Two interna-
tional companies have participated to the extent of 40
per cent of the capital of the Chemical Fertilizers
Company. This represents the largest foreign participa-
tion in the equity of industrial companies in laanwait.

The labowr force

Statistical estimates indicate that the total lahour
force in Kuwait exceeds 175,000, Other estimates, how-
ever, put the total at between 150,000 and 175,000.
The main part of the labour force is in the public
sector or under special contracts.

At the end of 1964, those employed in the govern-
nient sector were estimated at 69,956, of whom 30,680,
or 44 per ceut, were Kuwaitis, and 39,276 or 56 per
cent, were non-Kuwaitis. Of the non-Kuwaiti labour,
48 per cent were non-Arabs. Total salaries and wages
pditr in 1964 by the Government were estimated at
KD 60.9 million, of which KI) 28 million, or 46 per
cent, were paid to Kuwaiti nationals and KD 34
million, or 54 per cent, to the non-Kuwaiti part of the
labour force in the government sector.

According to the first industrial census, published in
1964, those employed in the industrial sector, including
the oil sector, numbered 27,669, or 15.1 per cent of the
total labour force. These were distributed among the
industries in the country as follows: 6,063, or 21.9 per
cent, in government industrial enterprises; 4,265, or
15.4 per cent, in establishments employing fewer than
five persons; 10,402, or 37.6 per cent, in establishments
employing five persons or more; and 6,940, or 25 per
cent, in the production and distribution of oil.

Table 4. Industrial employment in Kuwait in 1963

Number Percentage
of povsons of
Type of indusiry employed toisl
Production of 0il ........... . .. 6,470 233
Distribution of 0il . ..... .. . .. 470 17
Repair and manufacturing
(employing S persons or more) 10,402 36
Repair and manufacturing (em-
ploying fewer than § persons) 4,265 154
Government industrial establish-
ments 6,062 219
ToraL 27,669 99

Employment in the construction sector was estimated
at between 20,000 and 25,000 persons. Finally, the
number of persons employed by the different com-
mercial enterprises, banks and insurance companies,
was estimated at between 40,000 and 45,000.

It is to be noted that the greater portion of the
labour force is employed not in manufacturing but in
the repair industries, which, according to the industrial
census of 1963, employed about 8,800 workers, or 42

SR ——

per cent of the total work force in all industrial estab-
lishments, excluding the petroleum enterprises.

Scientific and technical progress and level of technology

Although economic progress depends on other factors
as well, technological advancement is singularly im-
portant to the process of development. F.conomic
superiority belongs to countries which, through
scientific and technical advancement, possess the niost
efficient factors of production, transport equipment and
distribution and marketing facilities,

One glance at the position of Kuwait is sufficient
to indicate the country’s dire need for such imports as
capital gocds and transport equipment and for im-
provements in its distribution and marketing facilities.
It will also show Kuwait’s limited industrial potential-
ities and the absence of the kind of technology necessary
for efficient production and competition abroad.

The Government of Kuwait has made special efforts
to raise the level of its labour force by sending groups
abroad for training and by establishing technical and
vocational schools. One such school was established to
provide trainees with modern industrial techniques;
and a secondary commercial school has already been
established. Private enterprise has also contributed to
the preparation of vocational and technical programmes.
This is particularly true of the Kuwaiti joint-stock
companies, especially the Kuwait National Petroleum
Company, which has provided technical and vocational
training programmes, and sent several groups for
training abroad. Other petroleum companies also
provide regular training courses which can be improved
in number and in quality in order to meet the particular
needs of industry. Despite the efforts which are being
undertaken by the public and private sectors, Kuwait
still badly needs a greater number of technically trained
workers, especially if it decides to undertake large
industrial and agricultural programmes in the future.

Progress involves not only factors of production
but also scientific procedures. A successful project is
one that is based on a thorough feasibility study cover-
ing the financial, technical and marketing aspects. The
marketing problem in a country like Kuwait is of
crucial importance and should be given due considera-
tion.

INDUSTRIAL LEGISLATION

The industrial development low

This law was passed on 4 March 1965. It aims at
organizing, encouraging and developing national indus-
tries on a scientific, technical and economic basis.

The law defines an industrial firm as an establishment
engaged basically in transforming raw materials into
either finished or semi-processed products, or trans-
forming the latter into fully processed products. This
definition also includes establishments engaged in the
mixing, assembling, filling or packing of products, if
these operations are carried out mechanically.

Article 4 of the law provides for the establishment of
an industrial development committee composed of the
Minister of Finance and Industry or his deputy as
chairman, representatives of the port and customs
administration of the Ministry of Finance and Industry,
the industrial affairs department of the Ministry of
Finance and industry, the Ministry of Commerce, the
Planning Board, the Savings and Credit Bank and
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three rcpresentatives from the private industrial sector
to be nominated by the Kuwait Chamber of Commerce
and Industry. This committee is responsible for
studying and recommending proposals pertaining to the
development of national industries, including the adop-
tion of measures for their organization, protection and
encouragement, for studying applications submitted by
new industrial enterprises and for recommending
measures pertaining to the standardization of measure-
ments and specifications.

Atrticle 6 of the law requires owners or managers of
existing industrial establishments, or of establishments
under construction, to register within six months from
the date of the enforcement of the law, and no indus-
trial firm will be licensed unless it has been established
in accordance with the provisions of the law. Upon
the recommendations of the Industrial Development
Committee, which will be made within sixty days from
the date of receipt of the application, the Minister of
Finance and Industry may grant or refuse the licensing
of industrial establishments, and, in the latter case,
must state the reasons for such refusal. In cases where
licensing is granted, approval would be conditional
upon joining the Kuwait Chamber of Commerce and
Industry and adhering to the provisions of laws
pertaining to the standardization of measurements and
specifications. Licensing is granted in the light of
certain considerations pertaining to the economic requi-
rements of tlte country and the potentialities of local
consumption and exports. The laws reserve for the
Minister of Finance and Industry the right to revoke
licences or to withdraw any privileges granted under
the law if applicants fail to start contracted work, fail
to produce within the specified period, introduce altera-
tions in the firm’s objectives or violate the conditions
under which licences have been issued.

Exemption from taves and duties

Upon the recommendation of the Industrial Develop-
ment Committee and the consent of the Council of
Ministers, the Minister of Finance and Industry was
empowered to exempt industrial establishments for a
period of ten years from all existing taxes, influding
income tax, or from any other tax that might be
imposed in the future, from the date of licensing or
registration or from the date of the commencement of
production. These tax privileges include also:

(a) Exemption from customs duty of all imported
machinery, equipment and spare parts, and of raw
materials and semi-processed goods used by industrial
firms for production purposes;

(b) Exemption of exports of local industrial pro-
dncts from all export duties and taxes;

(¢) Raising of customs duties on competing im-
ported goods for a period not exceeding ten years (the
high custons tariff, however, may be extended beyond
ten years if the economic circumstances requiring the
continuation of such protection necessitate such
extension).

Provision of State lund for industrial purposes

The law extends to industrial firms the privilege of
applying for free plots of land for plant cunstruction,
the size depending on the nceds of the particular enter-
prisc and 1ts production requirements.

Technical information and studies
The law provides for assistance in the form of

information, statistical data, technical maps, exploration
results and other studies and research available at the
Ministry of Finance and Industry relating to specific
industries. The Government is empowered to con-
tribute financially towards the costs of studies. Should
projects prove unfeasible, the Government will bear 50
per cent of the expenses involved. If however, projects
are successfully imiplemented, promoters will be
required to reinburse the Government fully for all
expenses incurred.

Industrial loans

The Savings and Credit Bank is required by the law
to give priority in the allocation of its loans to indus-
trial projects, especially new projects.

Priority in govcrnment purchases

Preference in government purchases should be given
to domestic industries, provided that the products of
these industries prove equal to foreign product from
the point of view of quality and prices.

The Gencral Anthority for the Shuaiba industrial sone

On 14 May 1964, the Shuaiba industrial zone was
established under the Shuaiba Authority, a financially
and administratively independent organ attached to the
Ministry of Finance and Industry. The authority is to
be operated on a strictly commercial basis. The objec-
tives of the Shuaiba industrial zone are to assemble all
public utilities and industrial establishments in the
Shuaiba zone and prepare the necessary plans for their
development, and to coordinate the individual requi-
rements of enterprises for the services of public utilities
within the general framework of the econontic plan.

Another decree excluded the electricity generating
and transmission stations and the water desalination
plant from the direct supervision of the Shuaiba board,
attaching them to the ﬁinistry of Power and Water
Resources.

Industrial supervisory machinery

Between 1952-1961, a construction board supervised
co.struction and building activities in the country, in-
cluding those related to industrial activity. This board
also supervised the construction of power generating
plants, water plants, roads, schools and hospitals. Later,
the Planning Board was set up to study the economic
situation in the country and to prepare a comprehensive
development plan. A special industrial affairs depart-
ment was set up at the R;inistry of Finance and Indus-
try in 1961 to supervise the industrial activities in the
country, to undertake industrial studies and to prepare
statistical information on the state of industry in
Kuwait,

Law No. 6 of 1965 provided for the establishment of
the Industrial Development Committee under the
Ministry of Finance and Industry ; its membership and
functions have already been mentioned.

The Kuwait Chamber of Commerce and Industry,
which represents the private sector, widened the sco
of its activities in 1963 by including industry. Of its
fifteen members, three represent industry “and the
remaining twelve the commercial sector. The industrial
development law made the licensing of industrial
establishments conditional upon membership of the
Kuwait Cliamber of Commerce and Industry.
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Among the important government authorities which
supervise industrial activities are the Ministry of Power
and Water, which administers the water desalination
plants and other related industries, and the Ministry of
Public Works.

The General Authority of the Shuaiba industrial
zone is at present undertaking the execution of several
projects, including a power generating plant, a water
desalination plant, a pier and other infrastructural pro-
jects such as utilities, housing and gas storage centres.
The first industry to be established in this zone was
the Kuwait Chemical Fertilizers Company. An oil
refinery owned by the Kuwait National Petroleum
Company is soon to he established.

PuBLiC UTILITIES

Industrial development in any countriv depends on
the availability of services and public utifities.

Transport and communications
Road transport

Kuwait has a relatively adequate road system con-
necting various regions. The Kuwait Transport Com-
pany has just started to rate an organized bus
service, but private cars and taxis remain the major
mode of transport in the country.

Towards the end of tie nineteenth century, attempts
were made to extend the railway system from Turkey
to Kuwait in order to expand Ottoman-German in-
fluence in the area, but nothing came of the project.
Kuwait, as an active, centrally located market, would
doubtless have beneited from a railway system
connecting all countries of the region.

Although adequate roads exist connccting Kuwait
with neighbouring countries, there is no doubt that
the exchange of goods with those countries would be
facilitated by the widening of those roads, the paving
of some of them: and continuous maintenance and
repair work. Kuwait’s industrial expansion is depen-
dent on outside markets and therefore on the avail-
ability of an adequate transportation system.

Sea transport

Kuwait's new port was ready for use by the middle
of 1960. Prior to its nationalization in 1953, the port
had been administered by a private company. The new
port has four deep-water berths, each 600 feet in length
and dredged to 33 feet; three medium berths: two
floating berths; one coastal berth; one berth for small
craft; the old quay; mechanical and electric cranes;

individual warehouses, and all the necessary road and
sea modes of transport.

In addition, private ports exist, which are used for
the export of petroleum. The Shuaiba industrial zone
is also expected to have a modern harbour, comprising
one quay 650 m long and 100 m wide, another inting
to the sea, 785 m long and 50 m wide; a smaller one;
and an oil fpier. The principal quay can accommodate
five ships of 15,000 tons capacity each at one time.

Air transport.

Airport movements are very active, with several
routes connecting Kuwait with different parts of the
world. ~Although air transport is expensive, large
quantities of goods are so transported.

Telephone and telegraph communications

Telephone and telegraphic communications in
Kuwait are adequate and connect the country with
various parts of the world.

Water and electricity

The output capacity of the electricity generating
centre at Shuwaikh is estimated at 160,000 kW. There
are also other power generating plants operated by fuel
oil. In order to accelerate industrial growth, the Govern-
ment*has provided that a power generating plant should
be located in the Shuaigg industrial zone. Although
total consumption of electricity in Kuwait, including
all sectors, was 154,000 kW in 1964, the new plant is
expected to have a capacity of 210,000 kW. The rate
for industrial use is 20 fils per kW.

Water is a major problem for Kuwait. 1,000 gallons
of sweet water arc sold to consumers at as high a rate
as KD 1.5. In addition to the principal desalination

lant, a second plant will be established in the Shuaiba
industrial zone with an output of 10 million gallons
per day.

FXISTING INDUSTRIES

In 1963, the Ministry of Finance and Industry con-
ducted an industrial census of the public and private
establishments in Kuwait. The census covered establish-
ments employing fewer than five persons, and five
persons or more. It revealed that typical industrial
establishments in Kuwait were quite small and em-
ployed an average of nine persons. Very few establish-
ments, it was found, employed more than 100 persons.
The census also revealed that industrial establishments
of all sizes and types, excluding the foreign oil enter-
prises operating in the country, numbered 2,371 and
employed 21,199 persons, distributed as shown in
table S.

Table 5. Number of industris] establishments and number of persons empleyed, 1963

Averege
numbey of
Number of Percentage  Number of  Percemtage workers pey
workers of tota establishments  of tob establishment
Distribution of oils ... .. . ... 470 22 1 — 420
Manufacturin.ﬁand repair
(employing five persons
ormore) .................. 10,402 49.1 588 U8 17-18
Manufacturing and repair
(employing fewer than
five persons) ............... 4,268 20.1 1,755 741 2-3
Government industrial
establishments . ... .. . . . .. 6,062 286 26 11 23-24
Torar 21,199 1000 230 1000 -

® Covers only persons employed by the Kuwait National Petroleum Company.
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Government industrial establishments constituted 1.1
per cent of the total number of industrial establishments
and employed 28.6 per cent of the total industrial
labour yorce. The average number of persons per
establishment was between twenty-three and twenty-
four. The twenty-six government establishments were
engaged in the type of industrial activity shown in
table 6.

Table 6. Number of government industrial establishments
and number of persons employed

Average
numbcr of
Number of workers
Number of establish- per estad-
Industry workers ments Kshment
Food processing .... . 531 1 31
“Salbook” type of
building stone ..... .. 2 1 2
Wood ................ 408 4 102
Printing and publishing 588 1 588
Salt ... ... . ...... 63 1 LY
Tiles ... ... ........ 10 1 10
Ironworks and metal
products . ... . ... 580 3 193
Machinery and pumps
repair .............. 678 1 678
Motor vehicle repair .. 2,524 12 210
Electricity generation
and water distillation 678 1 678
Torar 6,062 26 23

The number of Kuwaiti nationals em d in
government industrial establishments was 1,546, or 25
per cent of the total number of persons employed. The
census did not reveal the number of government
establishments engaged in activities related to infra-
structure such as roads, etc.

The majority of Kuwaiti establishnients employed
fewer than five persons and were either simple craft
shops such as tailoring or repair and maintenance work-
shops. They constituted about 74.1 per cent of the
total number of establishments and employed about 20
per cent of the total labour force. The average number
of persons per establishment was between two and
three. The number of Kuwaiti nationals employed in
these establishments was 57, or 1.4 per cent of the total
number employed.

Establishments employing five or more persons
constituted 25 per cent of the total number of establish-
ments and employed about 50 per cent of the total
labour force. The average number of persons employed

r establishment was between seventeen and eighteen.
}i'ehis average, however, varied greatly from one indus-
try to another, as shown in table 7.

Table 7. Average number of persons employed in private
industrial establishments in 1963

Avevage

number of

workers

per astab-
Type of industry sshment
Carbonated soft drinks . ............. 102
Tiles and marbles ................... 44
Printing and publishing . ............. 41
Furniture ............. ... c.ciiiene 25
Dairy goods and confectionery ....... 23
Ship-building and maintenance ....... 20
Bakeries ........... ... .. .. 12
Wood ................iii 12

The number of Kuwaiti nationals employed in these
establishments was 353, of whom 278 were in admin-
istrative posts.

(GENERAL OBSERVATIONS PERTAINING TO INDUSTRIAL
STATISTICS *

The industrial census showed that some 8,800
persons, or about 42 per cent of the total industrial
labour force in Kuwait, were employed in establish-
ments engaged solely in repair work. The typical indus-
trial establishment in Kuwait was quite sma’iY, employed
mainly non-Kuwaiti nationals, and was engaged mainly
in repair work rather than manufacturing. Only eight
industries employed more than 1,000 persons (see
table 8).

Table 8. Kuwaiti industries employing more than
1,000 persens, 1963

t Number of
Industry workers
Repair of motor vehicles .. . 6,767
Oil production . 6,470
Tailoring ............. ... . ... .. 1,769
Metal products manufacture .. ... ... ) 1,02
Wood work ... . 1,208
Bakeries .......... .. 1177
Tiles and mosaic . =~ ... ... 1,089
Printing, ete. ... . . ... .......... 1,040

If government establishments are excluded, the
average number of persons employed per establishment
was six. The average was brought down to this low
figure because of the existence of a large number of
small workshops in such industries as tailoring,
furniture manufacture, precious metal work, and the
one-man units in the repair industries.

Table 5. Average size of establishments ia certain indus-
tries, 1963 (including oil and government establishments)

Average
unmber of
worbers
Industry 'l::h:::.u.l.
Oil production .. ..... 1,618
Soft drinks manufacture .. ... .. . 102
Salt, chlorine and caustic soda
manufacture ... .. .. ... ... ()
Brick-making ... . .................... 4
Tiles and mosaic ...................... k L]
Repair of motor vehicles . ... ... . .. . 17
Metal products ... .................... )]
Wood products . ]
Bakeries ...... .. ... ... .. ... .. s
Tailoring . ... ... .. ..... ... .. .. 3

Industries in the private sector were manned ver
largely by non-Kuwaiti nationals. Excluding the o1l
industry, only 410 Kuwaiti nationals were employed
in private industry as against 14,257 non-Kuwaitis.
In ﬁ)vemment industrial establishments the proportion
of Kuwaitis was inuch higher, amounting to about
1,546 Kuwaitis as against 4,516 non-Kuwaitis. These
figures show that, in government establishments, 25 per

* From “Industry in Kuwait”, by Dr, Fenelon, statistical ex-
pert at the Planning Board; published in Bulletin No. 45 of

the Kuwait Chamber of Commerce and Industry.
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cent of the total number of persons employed were
Kuwaiti nationals, as compared with 2.8 per cent in
non-government establishments.

The largest number of establishments in any one
trade was found in tailoring, with 557 establishments,

Table 11. Distribution of establishments by size, 1963
(excluding ofl companies and government industrial
establishments)

Number of establishments in
each sise growp

followed by motor vehicle repair with 3%4 establish- y Kuwai Towns
ments. Table 10 shows the number of establishments  (number a'f:mr?mﬂuyed) pot koot m'ﬁ::u Total
in certain Kuwaiti industries. Fewer than S ... ... 708 987 1758
s to 9......... 151 142 293
Table 1. Number of ostablishments in certain Kuwaiti 10 o M. 69 a 100
198 1§ to 19......... 39 16 s
industries, 0 to M. 2% 9 3
2s to 29....... 22 —_ 2
0 to M........ 13 1 4
e B o W 9 3 12
Industry lishments 4 to M. ... 9 1 10
45 o H......... 4 - 4
Tailoring .. .. .. . .............. §87 0 w0 “.... 8 —_ 8
Repair of motor vehicle ... ......... »4 55 o %........ 1 - 1
Repair of electrical appliances ... .. .. 7 :‘5, : : """"" ; - ;
Bakeries . ........................... » o ... ... 4 1 [
Metal products ...................... 174 7% w0 ... 1 - 1
Wood products ...................... 188 0 w0 M. ... 6 1 7
Repair of rubber tyres .............. 132 g to :" ~~~~~~~~~ 2 - 2
Repair of motorcycles and bicycles ... " o w0 9. .. . —; — -;
100 to 19....... .. 12 —_ 12
It is to be noted that three out of every four establish- oo % 1. 2 ! ]
200 w 2. ... .. 2 2
ments employed fewer than five persons each and that —_ — —
only 2 per cent of the total establishments employed Totar 1,180 116 230

fifty or more persons each. The largest units were
found in such industries as sand-line bricks, motor and
other repair shops, tiles and soft drinks. In table 11,
industrial establishments are grouped according to size,
measured in terms of the number of workers employed.

Fifteen industries employed more than 400 workers
each, including all industries in the public and private
sectors. Table 12 shows the industries employing more
than 400 workers.

Table 12. Industries employing moere than 400 workers, 1964
(lncluding oil companies and gevernment establishments)

Public sector Private sector * Total
Number of Number of Number of
establish.  Number of establish. Number of establish- Numbey of
Indusiry s ers menls workers menis workers

Motor wvehicle

repale ... 12 2,524 k¥ 4243 34 6,767
Tallering ........ — — (17 1,769 57 1,769
Metal products .. 3 580 11 1,112 174 1,692
Weod products .. 4 408 181 »? 18§ 1,208
Baleries® . ... .. -— —_ 2» 1177 i 1,177
Tiles and mosaic -_ — b | 1,009 k)| 1,009
Printing, otc. ... .. 1 L] 1l 42 12 1,040
FElectrical machi-

nery repeie . .. .. —_ —_ s rjY] s i Y]
Miscellansous food

preparation ¢ 1 LX) ne » 2 83
Repair of non-elec-

trical machinery 1 (<) ] 3 &0 4 718
Solt drinks ... ... — -— 7 ns 7 718
Electricity and

water .......... 1 (Y - - 1 [ ]
Brick works ... .. 1 10 13 L 14 L
Oil distribution .. -— 1 420 1 420
Furniture and

mattress-making — —_ 78 464 75 464

¢ Includes companies with government participation. .

» Does not include bakeries attached to Government Central Kitchen.
< Includes Government Central Kitchen and Bakery (school meals).
» Excludes bakeries and soft drinks manufacture.
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INDUSTRIAL JOINT-STOCK COMPANIES

During the last few years, a large number of joint-
stock companies have been established in Kuwait, with
an estimated capital amounting at the end of 1965 to
about KD 80 million.

The State has adopted a policy of encouraging these
companies by every means, incf‘:lding rticipation in
the equity of some of these enterprises, glaowevcr, State
participation has been limited to industrial and trans-
port companies, leaving banking and other services
completely in the hands of the private sector.

The paid-up capital of the joint-stock companies
amounted to KD 39.5 million at the end of 1964, Tables
13 and 14 contain information pertaining to joint-stock
companies up to the end of 1964, The growth of joint-
stock companies it Kuwait will doubtless constitute an
important factor in the economic and social develop-
ment of the country, and will help to develop a capital
market on sound bases. Once this sector has n
developed, its importance to the country may become
equal to that of the oil sector. In 1964, there were four-
teen Kuwaiti joint-stock companies, with a total eapital
of KI) 35,494,227, Five of these companies, with a total
capital of KD 29,018227, were in the oil sector. Of
the remaining nine companies, four, with a capital of
KD 4,036,000, were in the food-processing industries
and five, with a capital of KD 2,095,000, were in
different construction materials industries.

The number of shareholders in these industrial com-
panies was 31,108 at the end of 1964. Whereas 31,075
persons owned shares in companies that had offered
stocks for public subscription, only thirty-three persons
owned shares in companies whose stocks were closed
to public subscription.

Total investment of the private sector in industrial
joint-stock companies amounted at the end of 1964 to
D 14,252,327, or 40.1 per cent of their total capital.

On the other hand, participation of the public sector
amounted to KD 20,415,200, or 57.5 per cent of the
total capital, and foreign participation amounted to
only KD 826,700, or 2.33 per cent of the total capital
of the industrial companies.

Ownership of industrial joint-stock companies in
Kuwait varies in type. Some are totally owned by the
private sector with no foreign or government participa-
tion. while others have mixed (private-government-
foreign) ownership. Furthermore, a few companies have
offered their stock for public subscription, while others
have limited their shares to the original promoters only.

Five industrial joint-stock companies are totally
owned by the private sector, namely, the Kuwait
National ~ Fishing Company, the Americana Food
Processing Company. the Kuwait Oil Tanker Company.
the Kuwait Limestone Company and the Cattle and
Poultry Feed Company.

The Government has participated either directly or
indirectly in the equity of a large nunmber of Kuwaiti
joint-stock companies. It participates directly in the
equity of the Kuwait National Petrolenm Company
(to the extent of 60 per cent), the Petrochemical Indus-
tries Company (to the extent of 80 per cent), the
National Industries Company (to the extent of 51 per
cent), and the Kuwait Flour Mills Company (to the
extent of 50 per cent). The Government has also
indirectly participated in the equity of the Kuwait
Chemical Fertilizers Company, the Kuwait Aviation
Fuelling Company, and the Kuwait Prefabricated
Housing Company.

In addition to equity participation, the Government
has assisted these compnnies in a variety of ways, for
instance, by granting loans and facilitating modes of
repayment. Such assistance and enconragenient has not
heen confined to companies operating with government
participation, but has been extended to all other
companies.

Table 13. Industrial jeint-steck companies in Kuwait (eapital and loans)

(KD)
Government
participation
Authorized capital Non- K wwaiti ~—————ee —
Year of Pn’d;u{ authoriscd Per- Loans
_ estad Upon estad- capita capital  eon-  Authorized grantcd
Compony lishment Tishmens In 1964 1964 1964  tage 1964 1944
1. Companics which have offered
their stocks for subscription:
Industrial companies:
National Industries Co. ... ... 1961 1,500,000 1,500,000 750,000 — $1.00 765000 382,500
Kuwait National Fishing Co. 1963 1,000,000 1,000,000 499,645 - —— — —
Kuwait Flour Mills Co. ... .. . 1961 2,000,000 2,000,000 1,000,000 - 50.00 1,000,000 500,000
Americana Food Processing Co. .. — 1,000,000 1,000,000 250,000 _ — — -
ToraL $,500,000 5,500,000 2,490,645 — — 1765000 882,500
Petroleum and Petrochemical Com-
panies :
Kuwait National Petroleum Co. .. 1960 7,500,000 7,500,000 7,500,000 —  60.00 4,500,000 4,500,000
Petrochemical Industries Co. .... 1963 16,000,000 16,000,000 4,000,000 -~ 80.00 12,800,000 3,200,000
Kuwait Oil Tanker Co. ......... 1957 3,518,227 5751345 4838643 —_ — — —
ToraL for the seven companies 32,518227 34,751,345 18,888,288 —_— ~- 19,065,000 8,582,500
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Table 13. Industrial joint-stock companles In Kuwait (capltal and loans) (continued)
Gevernmend
Anthorized capital ,\'gn‘Kum.‘n‘___.____..”'m”m- -
Year of Paid-u anthorised Per- Leans
cstad Upon estob- capita capstal  ceat- Authorized  granted
Company lishment lsshmont In 1964 1964 1964 age 1964 964
2. Companics which do not offer
their stocks for subscription:
Kuwait Asbestos Industries Co. 1960 45,000 360,000 360,000 — 3825 137,700 137,700
Kuwait Chemical Fertilizers Co. 1964 2,000,000 2,000,000 1,500,000 800,000 4800 Indirect Participation
Kuwait Limestone Co. ...... . . 1963 10,000 10,000 10,000 — -— — —
Kuwait Prefabricated Housing Co. 1968 500,000 500,000 250,000 — 5049 Indirect Participation
Kuwait Felt Co. ... . . .. 1964 40,000 40,000 40,000 12000 — - —
Cattle and Poultry Feced Co. . 1964 36,000 36,000 9,000 — — — —
ToraL for the six companies 2,631,000 2946000 2169000 812000 — 137,700 137,700
GRAND TOTAL 35149227 37,697,345 21,087,288 812,000 T 19,202,700 8,720,200
Tahble 14. Industrlal joint-stock companles in Kuwait
(Capital and rescrves, in KD)
Obligatory reserves Cther reserves Totol equity
Company 1963 1964 1963 1964 1943 1964
1. Industrial companies which Rave offered
their stocks for subscription:
Industrial companies:
National Industries Co. . o 44,781 70,407 83,033 148,666 877814 969,073
Kuwait National Fishing Co. .. .. . . — 193 — 193 499,645 $00,031
Kuwait Flour Mills Co. ... ... .. .. 5998 5,998 §,995 39,842 1,011,990 1,045,837
Americana Food Processing Co. . ... ... — —_ — — —_ 250,000
ToraL 50,776 76,598 89,028 188,701 2,380,449 2,764,941
Petrelesm and petrochemical companies:
Kuwait National Petroleum Co. .. .. .. 489,484 778,372 3,102,569 4,767,566 11,093.053 13,042,938
Petrochemical Industries Co. —_ 17,108 — 17,108 4,000,000 4,034,216
Kuwait Oil Tanker Co. 119,877 168,731 266,168 368,446 6,137,390 6,288,522
TortaL for the seven companies 660,137 1,037,806 3.4587,76% 5,341,821 23,619,892 26,130,617
2. Companies which do not offer their
stocks for subscription:
Kuwait Asbestos Industries Co. ... ...... 07 23,360 - 157,960 360,307 541,628
Kuwait Chemica! Fertilizers Co. ... ... .. —_ —_— — — — 1,500,000
Kuwait Limestone Co. ............... ... —_ — —_ — - —_
Kuwait Prefabricated Housing Co. . ... .. — — — — — -
Kuwalt Feit Co. ........................ —_ — — — — —
ToraL for the six companies 307 23,360 —_ 157,960 369,307 2,050,628
GraND TOTAL 660,444 1,061,166 3,457,768 5,499,781 23,989,199 28,181,248

O11. AND PETROCHEMICAL INDUSTRIES

Oil prodiiction and tramsportation

The rapid growth achieved by foreign companies
operating in Kuwait in all fields of oil production,
refining and marketing provided an impetus to the
establishment of domestic oil industries owned and
managed by Kuwaiti nationals. The crucial step in
this regard was the establishment of, and the support
given to, the Kuwait National Petroleum Company
and the Kuwait Oil Tanker Company.

The Kuwait National Petroleum Company

The Kuwait National Petroleum Company (KNPC)
was established in 1960 with a capital of KD 7.5

million, in which the Government participated to the
extent of 60 per cent. The remaining part of the capital
was offered for public subscriptionn. KNPC was to
engage in all activities pertaining to the petroleum
sector, including the processing of oil for local con-
sumption and export.

In 1961, the Kuwait Oil Company Ltd. surrendered
its concession for the distribution of oil products in
the local market to the Government. Consequently,
KNPC replaced the Kuwait Oil Company as the sole
distributor of oil products in the domestic market. The
company at present owns sixteen distribution centres.
In May 1962, KNPC petitioned the Government for
a concession to explore and exploit oil resources in
regions relinquished by the Kuwait Oil Company Ltd.
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Sales of petroleum products in Kuwait amounted to
KD 4,614,471 in 1964, An analysis of the company’s
sules is shown in table 15.

Table 13. Analysis of the Kuwait National Petroleum
Company’s sales, 1984

(in gallons)

Premium gasoline . 52,215,000
Regular gasoline 3,727,998
Kerosene 11,677,184
Gas oil . ‘ 16,407,126
Lubricating oil .. . 194,366
Motor boat fuel . 8,571
Asphalt (bitumen) 18,879
Residual oil ss52

In the field of refining, the Government granted
KNPC aloan of KD 25 million for the establishment of
an oil refinery in Kuwait with a 4.5 million tons

capacity.
The Kuwait Oil Tanker Company

The authorized capital of the Kuwait Oil Tanker
Company, an enterprise wholly owned by the private
sector, was raised from KD 3.5 million to KD 5.75
million at the end of 1964. The paid-up capital was
KD 4.88 million at the end of 1904, The Government
has provided the company with a loan of KD 6.8
million. The realized net profits equalled KD 488,544
in 1964 (compared with KD 441,618 in 1963), and
the total distributed dividends amounted in 1964 to
KD 337,412 (as against KD 306,738 in 1963),
representing 5.87 (as against 5.33) per cent of total
paid-up capital.

The conipany owns three large modern tankers—the
Kazima, the Warha and the Sabia—with a total loading
capacity of roughly 161,000 tons. The company also
distributes gas in Kuwait, and the board of directors is
at present considering the possibility of exporting gas
to neighbouring countries.

The company does not undertake activities in the
industrial field, althongh its existence may encourage
and support the industrial sector, especially the oil
sector. The company constitutes an essential and
integrated basis for the establishment of a national oil
industry, owned and managed by Kuwaiti nationals.

Prospects for expansion

Excellent potentialities are available in Kuwait for
the establishment of a domestic petroleum industry.
Huge quantities of petroleum are expected to be
discovered in areas relinquished by the Kuwait Oil
Company Ltd. Likewise, the establishment of the new
refinery in the Shuaiba zone is expected to open new
horizons for public and private expansion in this vital
sector of the Kuwaiti and Arab economies.

The petrochemical industry

Kuwait has shown great interest in the development
of a petrochemical industry because of the availability
in Kuwait of raw materials and capital and the
existence of a strong world demand for the products
of this industry. Two companies are in the process of
establishment: the National Petrochemical Industries
Company and the Kuwait Chemical Fertilizers
Conmpany.

Kuwait has adopted a policy of co-operating with
large foreign companies to provide the petrochemical
industry with the necessary technical skills and to
ensure international marketing outlets, thereby
resolving the two crucial problems hampering its
growth.

The Petrochemical Indusiries Company

The Petrochemical Industries Company was founded
in 1963 by the Government of Kuwait, the Kuwait Oil
Company Ltd. and the National Industries Company.
The distribution of the equity ownership of this indus-
trial project is as follows:

Nominal
Number of values
sthares (KD) Percentage
Government of kuwait .. 1,600,000 12,800,000 80
Kuwait National Petro-
leum Company .. 100,000 800,000 5
National Industries Com-
pany 60,000 480,000 3
Totat. 1,760,000 14,080,000 .1

The remaining 240,000 shares, or 12 per cent of
total capital, were offered for public subscription.

The establishment of this company was motivated b
the desire to erect a petrochemical complex in Kuwait
by using natural gas, petroleum products and salt for
the production of ammonia. urea, sulphuric acid,
polyvinyl chloride (PVC), caustic soda and other
derivatives of the petrochemical complex.

The company has established a subsidiary company,
the Kuwait Chemical Fertilizers Company, for the
production of chemical fertilizers, and is also planning
to establish other industries, especially in the field of
petrochemicals.

The Kuwait Chemical Fertilizers Company

The intensive studies undertaken by the Petro-
chemical Industries Company and the Ministry of
Finance and Industry with a view to assessing produc-
tion possibilities indicates that priority should be given
to the production of chemical fertilizers.

The Kuwait Chemical Fertilizers Company was
established ou 18 March 1964, with a capital of KD
2 miillion, of which the Petrochemical Industries Com-
pany’s participation amounted to 60 per cent and the
British Petroleum Company (Bermuda) and the Gulf
Oil Corporation to 20 per cent each.

The board of directors of the company is composed
of ten members, six representing the Petrochemical
Industries Company, two the British Petroleum Com-
pany and two the Gulf Oil Corporation. As a first
stage, the company is building four plants in the
Shuaiba zone, namely, an ammonia plant with a daily
capacity of 400 tons; a urea plant with a daily capacity
of 550 tons; an ammonia sulphate plant with a daily
capacity of 550 tons, and a sulphuric acid plant with
a daily capacity of 400 tons.

The compzny concluded an agreement with Foster
Wheeler Ltd. for the establishment of these plants and
other related infrastructural facilities. Foster Wheeler
was requested to make use of local contracting facilities
whenever possible. Construction is under way and is
expected to be completed in 1966.

Prospects for industrial expansion

Petrochemicals have developed during the last ten
vears in such a way as to become one of the essential
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bases of industrialized countries. Efforts have already
been exerted to develop this type of industry by
channelling into it substantial investment funds.
Opportunities for expansion have been provided
through technological progress and many essential raw
materials are being replaced by petrochemical products
such as fertilizers, plastic, rubber and nylon,

Of the industries that should be established in
Kuwait, the following are important: petrochemical
fertilizers ; paints; plastic and plastic products; phar-
maceutical products; insecticides; rubber, rubber tyres
and related products; textiles and perfumes.

Potentialities for expanding this field of industrial
activity are available, especially since world demand for
petrochemical products has increased very rapidly,
causing many countries to compete for the establish-
ment of petrochemical industries as a means of support-
ing and strengthening their economies.

THE CONSTRUCTION INDUSTRIES

The construction industries in Kuwait comprise the
manufacture of such building materials as asphalt, iron
and metal products, marble tiles, bricks and mosaics,
and related industries. The stimulus for the growth of
this group of industries was provided by the building
boom which characterized the Kuwaiti economy in
the early nineteen-fifties.

These industries depended on domestic raw materials.
Suitable deposits of limestone and rock containing a
good calcium carbonate content were discovered in the
Ushairej area, where a deposit of sand with a high
silica content had been located. Thus all raw materials
were available for the sand-lime brick plant which was
established in 1953. The production of bricks using
imported lime was begun in 1956. In the following year,
a lime-making plant was completed so that lime pro-
duced domestically could be substituted for imports. It
is to be noted that natural gas supplied by oil fields
has been used as the fuel in the lime-making industry.

Government ¢stablishments

The need to provide building materials to govern-
ment projects at reasonable prices necessitated govern-
ment participation in the construction of industries.
According to the industrial census of 1963, there were
nine government establishments providing employment
for 1,000 workers (see table 16).

Table 16. Number of government construction establish-
menta and number of persons employed, 1943

(K D)

Average

number of

Number workers
of  Number Value per

cstablish- o{ of cstablish-
Industry ments workers production ment
Salbook < .. . ... . .. 1 2 13983 2
Wood .. .. .. .. .. ... ... 4 408 76,370 102
Bricks ... ...... .. ... 1 10 2,402 10
Iron and metal products. 3 580 366,126 193
TortaL 9 1000 584,729 11

* Salbook is used in construction and is found in the northern
section of Kuwait City.

Private construction establishments employing fewer
than five persons

Such establishments numbered 180 and employed a
total of 416 persons, distributed as follows :

Numbe Number o

Type of industry ma:lm;:,{u :”'”'"f
Wood manufacture . 108 234
Iron manufacture . 75 182
ToTtal 180 4_16

Private construction establishments employing  five
persons or more

Such establishiments numbered 190 and employed
3.300 workers, as shown in the following table:

Table 17. Number of private construction entablishments
employing five persons or more, and number of persens
employed, 1963

Aversge
number of
Number of workers per
establich: Number of establish-
Indusiry ments workers mens
Wood 46 549 12
Tiles . 31 1,076 38
Glass and glass products 3 8s 3
Bricks and marbles 13 5§59 42
Iron and metal products 97 881 9
Asbestos 1 150 150
ToraL Ef 3_30?) 7

The tile and marble industry which was developed
during the construction boom is largely in the hands
of Iranians who are traditionally skilled in tile and
mosaic work. Marble is imported, but cutting to size
and polishing are carried out by local firms using
modern machinery.

Thus a total of 379 public and private establishments
are engaged in the production of building materials and
employ a total of 4,716 workers, of whom 1,000 are in
the public establishments and 3,716 in the private
sector. The average number of workers per establish-
ment is 111 in public establishiments, three in private
establishments employing fewer than five persons and
seventeen in private establishments employing five
persons or more.

Joint-stock Construction companses

The first private company formed for the production
of building materials, the Asbestos Industries Company,
was established in 1960. In 1961, the National Indus-
tries Company was founded, and several other private
joint-stock companies were established thereafter. This
sector is still small but prospects for its expansion are
promising. Some of the more important companies in
the construction sector are listed below.

The National Industries Company

The National Industries Company was established in
1961 with a capital of KD 1.5 million, 50 per cent of
which was subscribed by the State. The company was
to take over and operate the sand-lime and brick factory
and the State-owned cement factory and to set up other
appropriate industries to meet domestic or export

nds.
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During the first year of its operation, the company
conclnded an agreement with the Kuwait Asbestos
Company under which it acquired a 75 per cent interest
in that conpany. The company is engaged in the
production of sand-lime. lime, concrete pipes of all
sizes, bricks, sidewalk tiles, electric and telephone wire
coatings and paving stones. The National Industries
Company acquired equity shares in several joint-stock
industrial companies, the most important of which are
the Petrochemical Industries Company, the Kuwait
Prefabricated Housing Company and the Kuwait
Asbesto, Company.

The Kuwait Ashestos Company

The Kuwait Asbestos Company was established at
the end of 1960 with a capital of KD 45,000, of which
the National Industries Company held 75 per cent.

The company is engaged in the production of asbes-
tos sheets and pipes and related products. In terms of
vality and prices, the products of the Kuwait Asbestos
ompany enjoy an advantage over foreign imports.
Consequently, the company niade considerable profits in
1964, which were re-invested in a second asbestos plant
designed to produce sewer and water pifpes. An agree-
ment has already been concluded with a foreign concern
for the construction of the new plant.

Other joint-stock construction companies

A number of other joint-stock corstruction com-
panies have recently been establishc <) supply building
materials. The most important of th. .e are the Kuwait
Prefabricated Housing Company, which was established
jointly by the Kuwait Investment Company and the
National Industries Company with a capital of KD
500,000; the Kuwait Felt pany, which produces
asphalt-coated papers and other asphalted materials
used in construction (the company started operations in
1965 and expects to export part of its production to
the Arab Gulf Emirates and to Saudi Arabia); the
Kuwait Limestone Company, which is engaged in the
extraction and cutting of stones.

REPAIR AND MAINTENANCE INDUSTRIES

The rapid increase in the number of imported motor
vehicles in the country has brought about the develop-
ment of the repair and maintenance industries. The
number of motor vehicles in Kuwait is estimated at
about 100,000, or approximately one car to every five
persons in the country. Kuwait imports an average of
1,000 cars per month. This great development in motor
transportation has led to the growth of an important
group of industries engaged in motor car repairs, main-
tenance and servicing. According to the 1963 industrial
census, this group of industries offered more employ-
ment than any other industry in the private sector. In
that year, 6,767 persons were employed in 400 repair
establishments, and 447 in the rebuilding and repair of
tyres, motor-cycles and bicycles. Other establishments
were engaged in the repair of electrical appliances such
as refrigerators, radios and television sets, whose con-
sumption has increased tremendously over the last few
years, and of sailing boats, the construction of which
was formerly the most important local industry.

Government establishments

The Government has set up establishments for the
repair and maintenance of Statc-owned motor vehicles
and machinery. There were thirteen such establishments
in 1963, employing 3,202 persons.

Private establishments employing fewer tham five
persons

Such establishments constituted more than 39.6 per
cent of the total establishments in the repair and
maintenance industrics and employed roughly 33 per
cent of the total work force in that group of industries.
There were on average between two and three
workers per establishment, and the number of Kuwaiti
nationals employed in such establishments constituted
only about 1.5 per cent of the total. Table 18 gives the
number of establishiments and of persons employed in
the repair and maintenance industries.

Tabie 18, Private establishments engaged in the repair
and maintenance industries, 1963, and employing fewer
than five persons

Numbr
L] Number
estbablish- of
ments workers
Repair of rubber tyres ... .. . 132 Jn
Repair of electric appliances an
machinery ......... ... .. 266 524
Repair of motor cars . 14i 343
Repair of bicycles . . .. .. 9 121
Repair of watches.. . o 4 78
Mirrors and frames 20 43
TotaL 696 1,409

Private establishments employing five persons or moi

Such establishments numbered 260, or 44 per cent
of the total number of establishments, and provided
employment for 4,287 workers, or 43 per cent of the
total number of persons employed in the repair and
maintenance industries. The majority of these were
engaged in the repair of motor vehicles (see table 19).

Tabie 19. Private estabiishments engaged in the repair
and maintenance industries, 1963, and empioying five
persons or mere

Number
) Number
establish- o
ments workers
Repair of rubber tyres. ... .. . 3 38
Repair of machinery other than
electric ... ... ... ... .. K] 40
Repairs of electric machinery and
appliances ... ....... ... ... 9 28
Boat-building and repair ... .. .. L M
Repair of motor vehicles.. ... .. 41 3,900
TorAL 261 4287

The average number of workers per establishment
was roughly eleven in the rubber tyre repair, sixteen
in the motor vehicle repair and twenty-five in the
machinery and apparatus repair.

Prospects for expansion

The rapid developments that have taken place in
Kuwait will no dougt result in the further expansion
of the repair and maintenance industries. Some believe
that availability of skills in the motor vehicles repairs
industry may even bring about the establishment of
an assembly industry in the future. However, the
establishment of such an industry may not prove
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feasible owing to the high cost of labour and the absence
of needed raw materials.

Expansion in the ship-building industry is also
possible, although this requires elaborate technical and
economic studies pertaining to Kuwait’s export poten-
tialities. Other possibilities include the setting up of a
radio and television assembly plant, and a small plant
to manufacture rubber tyres. Kuwait inmports about
100,000 tyres annmlly, a quantity justifying the
establishment of such industry.

SALT, CHLORINE AND CAUSTIC S0DA

The salt and chlorine plant is situated at Showaikh,
adjacent to the electricity generating and water
desalination plants. The N{inistry of Electricity and
Water Resources chose that site in order to ensure an
adequate supply of chlorine for the water desalination
plant. At present, the plant produces 2.4 tons of
chlorine gas per day, of which 80 per cent is dissolved
with the sea water, and the remaining 20 per cent is
used in the hydrochloric acid plant. This plant pro-
duces about 350 gallons of hydrochloric acid per year,
of which 100 gallons were sold last year to the oil-
producing companies. In addition to chlorine gas, the
plant produces 4.5 tons of caustic soda per day. The
Ministry of Electricity and Water Resources has con-
cluded an agreement with the Kuwait Oil Company
Ltd. under which the plant is to supply the company
with 600 tons of caustic soda annually, In addition, the
soft drinks plants consnme about 200 tons of caustic
soda annually.

Furthermore, abont 20 tous of salt are produced
daily, of which § tons are consumed in the chlorine and
caustic soda operation, 3 tons are sold as table salt in
packets of 1 kg each, and the remaining 12 tons are
packed in jute bags containing 60 kg each for industrial
1ses.

A total of sixty-three persons were employed in this
group of industries, only two of them Kuwaiti nationals.

The Ministry of Electricity and Water Resources is
at present considering expanding this plant, in order to
ensure an adequate supply of chlorine to the new water
desalination plant which is to be located in the Shuaiba
industrial zone. Such expansion will result in doubling
the production of chlorine and caustic soda and in
trebling the production of hydrochloric acid. The
ministry is also considering the setting up of four
units ; one for liquefying chlorine gas in cylinders con-
taining one ton each; another for compressing caustic
soda in barrels to facilitate its export to neighbouring
Arab markets where the demand for this important
commodity has lately increased; a third for the pro-
duction of sodium chloride, which is used by the
Ministry of Public Health in detergents and sterilizers ;
and a fourth for bottling hydrogen gas, which will be
used by the new electricity generating plant located in
the Shuaiba industrial zone.

FooD PROCESSING, FISH AND OTHER PROCESSING
INDUSTRIES

Rapid progress has been achieved in a_number of
food processing industries such as flour milling, bake-
ries, dairy goods, confectioneries, carbonated soft
drinks, fish preserving and other industries, This
progress, however, has been hampered by several
factors, the most important of which is the complete
absence of an agricultural sector, without which the

development of food processing industries cannot be
achieved. Whatever food processing industries exist in
Kuwait are largely confined to the home market. The
fish industry has been able, however, to satisfy not only
the local market but also to e¢xport considerable quan-
tities of high quality fish, such as shrimps.

Gosernment establishinents
The Government has established several food pro-

cessing industries to satisfy the requirements of public
schools and hospitals.

Private establishments employing fewer than five
persons

Accordin,
numbered

as follows:

to the 1963 census, such establishments
14 and employed 732 workers, distributed

Niumber of Number of
) rstablish- persons
Type of establishment monts employed
Bakeries 199 687
Flour mills .. . .. .. 12 k)
Dairy goods and confectioneries 3 1
ToraL 214 3

Private estallishiments cmploying five or more persons

Such establishments numbered sixty and provided
employment for 1,459 workers distributed as follows :

Number of Number of
) estoblish- persons

Type of cstablishment ments employed
Bakeries . 40 490
Ice . . - A 9 161
Carbonated soft drinks. . ... . .. 7 715
Dairy goods and confectioneries 4 93
TotaL 60 1,459

The average number of workers per establishment
was twenty-four, a figure higher than the general aver-
age in Kuwait of sixteen per establishment. The average
it this group was brought up to this high figure because
of the large number of persons employed in the
carbonated soft drinks industry, where the average is
102 workers per establishment.

The Kuwait Flour Mills Company

This company began operations at the beginning of
1906. It aims at providing flour and bread according
to established health standards and, according to its
statutes, its annual profits should not exceed § per cent.

Fish Industry

A plentiful variety of fish breeds are to be found
in the Persian Gulf. In the past, fishing and pearling
were of crucial importance to the economy of the
country, but, as has been mentioned in the early part
of this paper, the importance of fishing and ‘p;arling has
diminished. The private sector, however, has recently
shown great interest in developing the traditional fish
industry. Two companies have been established using
modern methods of catching, handling, preserving and
marketing, namely, the Gulf Fishing Company and the
Kuwait National Fishing Company.

The Kuwait National Fishing Company

This company was established in 1963 with a capital
of KD 1 million. It was to undertake such activities as

pearling, fishing, handling, packing, preserving, market-
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ing and all related activities. The company owns ten
boats, of which the largest is 54 m long, 10 m wide,
and with a draft of 3 m, and eight similar boats, eaclt
27 m long, 6.7 m wide and with a draft of 2.7 m. The
company is still in the early stages of operation,

’rospects for expansion

The food processing industries may witness consider-
able expansion when the project of pumping water from
Shat-al-Arab is realized. This project will assist in the
creation of a modern agricultural sector in the country.

The Kuwait Flour Mills Company has been con-
sidering the question of expanding its productive
capacity with a view to realizing an export surplus.
Greater expansion is, however, expected to take place
in the fish processing and preserving industry,

Again, it must be emphasized that no considerable
expansion in the food processing industry is likely to
take place unless a modern agricultural sector is created
in Kuwait; and this in turn depends on increasing the
water resources in the country,

OTHER INDUSTRIES

Other indnstries which exist in Kuwait are the small
crafts and workshops such as tailoring, furniture
manvufacturing and blacksmithing, which are market-
oriented industries.

CoONCLUSION

It is evident from the foregoing discussion that
potentialities exist in Kuwait for developing an indus-
trial sector. The following factors, however, may im-
pede the full growth of this sector: industrial co-
ordination with the countries of the region ; availability
of technicians and engineers; traini of workers,
foremen and managers; industrial prtzfuctivity; stan-
dardization of specifications and mieasures ; marketing.

The Government of Kuwait is doing its utmost to
find solutions to these difliculties, some of which can
be tackled only on a regional or an international level.

Solution of problems on a regional level

The problem of industrial co-ordination should be
resolvur on a regional level.

Countries of the region each have certain comparative
advantages in the establishment of particular projects.
Specialization, however, nmay not be fruitful unless all
countries of the region co-ordinate their industrial
projects in the light of existing potentialities in each
one of them.

Training of workers, foremen and managers should
be dealt with on a regional level, by establishing
vocational centres whose facilities would be available
to all countries of the region.

Standardization of specifications and measures is of
crucial importance and needs to be tackled on a regional
level if the region is to develop in the future into a
single market.

Solution of problems on an international level

Most of the difficulties of marketing industrial
domestic products arise from the consumers’ lack of
confidence in national products. If agreement on the
use of the trade-marks of reputable international con-
cerns could be reached, consumers’ confidence in the
quality of domestically produced goods would be
enhanced. For this reason, it is necessary for the coun-
trics of the region to benefit from the experience of
developed countries, to adopt the technical specifications
applied to their products and operate under the super-
vision of the international firms concerned.

The countries of the region need to co-operate with
international establishments, and it is preferable that
the basis of such co-operation be undertaken within the
framework of the United Nations.

The inability of these countries to undertake precise
studies related to industrial productivity is due to lack
of adequately trained ecconomists and experts; it is
therefore advisable for the United Nations to under-
take such productivity studies in every industrial field.

Industrial surpluses may have to be marketed outside
the region. Breaking into international markets may
prove to be a difficult, if not an impossible, task. There-
fore it is essential for the United Nations to try to
ensure the conclusion of agreements between the coun-
tries of the region and other developed countries
whereby the latter would permit the marketing of
qualified goods produced under competitive conditions.

4. The indusirial situation in Lebanon

Communication presented by Lebanon

HistoricAL mEVIEW

During the Second World War, industry in Lebanon
enjoyed exceptional protection and high profits. It
continued to enjoy a seller’s market for several years
following the war, and that period was one of industrial
expansion for the country. Available statistics do 110t
permit measurement of the rate of such expansion, but
the rapid growth of imports of capital goods during
those years indicates that it was substantial. The
behaviour of these imports since 1950 shows a decline
in this rate of expansion.

Unlike neighbouring countries, Lebanon did not
follow a policy of building high protective tariff walls
for new industries, and established industries continued
to enjoy varying degrees of protection which had been
granted to them,

The years after the Second World War witnessed

increased world competition in exports of manufactured
products and a growing technor:gical supremacy of
advanced over developing economies. These factors,
combined with the open-door economic policy which
Lebanon had adopted, reduced the competitiveness of
Iebanese industrial products, both at home and abroad.
The rupture of the customs unjon with Syria in 1950
further limited the market for Lebanese industrial

ducts. Many industries which had been established
with a view to serving both the Lebanese and the

Syrian markets and under conditions of only mild
competition from foreign products, faced growing

market limitations, and theijr operations were reduced
by varying degrees to less than full capacity.

While industrial expansion was tapering off in the

carly nineteen-fifties, developments 'in the domestic
market and in the markets of most Arab countries were
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contributing to a rapid expansion of the construction,
trade and finance sectors and of several other service
sectors. The rapid expansion in these sectors resulted in
a gradual widening of the domestic market for
manufactured, semi-finished intermediate and finished
products and helped promote the development and
growth of a number of industries. Although difficult
to establish statistically, industrial expansion, as
cvidenced by the growth of imports of capital equip-
ment and of intermediate products and raw material
for industry, appears to lave revived in the late nine-
teen-fifties and resumed a moderately upward trend.

Industrial expansion has been associated with
significant changes in the relative importance of the
different branches of the manufacturing industry,
Taking the number of establishments as a basis, the
establishments producing clothing, footwear and made-
up textiles registered the greatest increase (over thirty-
fold) followed by printing and publishing (fourfold),
wool products and furniture establishments (twofold)
and petroleum, mineral and metal products and food
beverages. Judging by the value of cutput, the branches
of industry which registered the most impressive ex-
pansion have been clothing, footwear and made-up
textiles, petroleum mineral and metal products, paper
and paper products and food and beverages.

Income arising in the industrial sector is estimated
to have been LL 230 million at 1954 prices, or approxi-
mately 12 per cent of the national income. It is next
only to trade and agriculture, which account for 2/
per cent and 13 per cent of the national income res-
pectively. Lebanese industrial exports approximate LL
50 million annually and account for about 18 per cent
of total exports and about 12 per cent of the total
products of the industrial sector. The balance of the
products of this sector is consumed locally.

The 6,650 establishments constituting the Lebanese
industrial sector in 1964 employed some 63,100
workers, or approximately 13 per cent of the Lebanese
labour force. About one-third of the workers in industry
arc_in handicrafts; the remaining two-thirds are in
various manufacturing industries, the majority of them
small-scale enterpriscs. The average number of workers

r industrial enterprise has been 9.5 and the approx-
imate capital invested per person LL 1,000. Compared
with the services sector of the economy, i.e. with sectors
other than agriculture and industry, per capita invest-
ment in industry is low. This implies a relatively higher
contribution to employment by industry than by the
services sector.

Given the present estimated rate of population
rowth in Lebanon of 2.3 per cent per year, some
§7,000 persons are added to the population every year.
With the small proportion of women entering the
labour force, it niav be assumed that some 18,000 to
20,000 persons enter the labour force every year.
Furthermore, the modernization of agriculture, slow as
it may be, has resulted in a reduction in the agricultural
labour force. Judging by the small size of the Lebanese
trading, financial and other service firms and by the
relatively inferior contribution of these activities to
employment, a very large number of new firms would
have to be established every year to absorb the increase
in the labour force. These sectors can certainly not
expand at the necessary rate and heavy dependence on
imf:strial expansion to absorb the increasing labour
force is unavoidable. Hence, judged by its share in

the national product, the importance of the industrial
sector appears slight, but as a sonrce of employment it
1s relatively more impressive

PRESENT STRUCTURE OF INDUSTRY

With only a few exceptions, in-lustries in Lebanon
are small and devoted chiefly to the production of
light consumer goods. The most important industries,
judging by capital invested, are food manufacturing,
ferrous and metallic industries, textiles and chemical
products. Together they include some 45 per cent of
the number of industrial establishments and represent
about 37 per cent of the industrial sector in terms of

rsons employed and 40 per cent in terms of capital
invested. Table 1 gives Lebanon's principal industries,
capital investment and employment statistics for the
various categories of industry in 1964,

Scale of operation

Smallness of size is a ma jor characteristic of
Lebanese industry. The extent to which the small-scale
enterprise predominates is reflected in the data com-
piled in tables 2 and 3. An outstanding feature of these
small firms, and to a lesser extent of the large firms,
is their individual or family form. This feature is
evidenced by the fact that most Lebanese industrial
firms bear family names,

The size of establishments in textiles and non-
metallic industries is well above average from the
standpoint of capital invested, labonr employed and the
value of output. The average size of establishments in
the food industries, although accounting for a greater
value of output than any other industry, is far below
average in terms of capital invested, labour employed
and value of output.

The establishments generally known as handicrafts
in Lebanon consist principally of carpentry, tailoring,
shoemaking, knitting, basketmaking, pottery, etc. They
employ slightly less than one-third of the labour force
engaged in industry and produce about 15 per cent of
the income arising in the industrial sector.

Ownership

Most industrial enterprises in Lebanon are privately
owned. The Government operates only certain public
utilities, of which the Beirut Electricity Service and
the Tobacco Monopoly are industrial. Principal foreign
capital investments in Lebanon are Arab, French,
British and American. United States private capital
investment is mainly in the petroleum industry and
Arab investment mainly in apartment buildings. In
addition, there are numerous foreign investments in
industry, trade and services. A large number of foreign
firms, attracted by the facilities, conveniences and
specialized services which Lebanon provides, have
regional representatives in Beirut. They generally
maintain rented oftices and have limited, if any, capital
investment in Lebanon.

Geographical distribution

Geographically, industrial establishments in Lebanon
are concentrated in Beirut and vicinity, particularly
those which are of large size; it is estimated now that
50 per cent of all industrial establishments in Lebanon
are located in Beirut, some 25 per cent of them in
Mount Lebanon and the remaining 25 per cent dis-
tributed among the other three muhafazats—about 13
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per cent in north Lebanon, 7 per cent in the Beka’a
and § per cent in south Lebanon.

Industrial financing

As to the methods of industrial financing, it is
generally true that in most cases the firm's capital is
provided largely or entirely by the family or associated
relatives or friends and is built up and extended out
of profits. There is no significant dependence on
external long-term capital, and investment institutions
are practically non-existent. It follows that a large part
of investment is carried out directly by those who save
and a good portion of the profits are reinvested in the
same or related activities,

The organized credit market, however, provides
relatively limited amounts of short-term and medium-
term credit. According to the 1964 annual report of
the Bank of Lebanon, outstanding industrial credits
from commercial banks amounted at the end of 1964
to LL 236 million, or roughly one-fourth of the total
declared capital of industrial establishments, which
stood at the time at LL 828 million. These credits
are believed to be mostly short-term eredits; but
significant portion represents short-term credits ex-
tended with the un‘lerstanding that they will be renewed
automatically several times until their duration is about
five years,

Such credit and most industrial credits extended by
commercial banks come from local banks, Foreign
banks have very little or no interest in financing
domestic industry. Their share in industrial financing in
Lebanon was hardly 10 per cent of the LL 236 million
outstanding industrial credits at the end of 1964, and
is believed to be extended largely to a few large foreign
firms that opcrate in the country,

One additional but limited source of industrial credit
in Lebanon is represented by the semi-public Agricul-
tural, Industrial and Real Estate Credit Bank. Qut-
standing credits of the industrial portfolio of this bank
were only LL. 36.6 million at the end of January 1965,

STRUCTURE OF THE COUNTRY'S FOREIGN TRADE WITH
REFERENCE TO THE MANUFACTURING SECTON

The structure of Lebanon's foreign trade suggests
significant dependence on imported equipment and
materials for the industrial sector. Foreign trade
statistics for the period 1957-1963 show that Lebanon
imports annually for its industrial sector about LI, 27
million worth of machinery and equipnient, about LL
105 million worth of intermediate products and some
LL 40 million worth of raw materiuls.

Assuming prices in Lebanon to have been rising at
the rate of about 2 per cent per year since 1954, the
income arising in 1964 in the industrial sector and
estimated at LL 280 million at 1954 prices will
approximate LL 342 million at current 1964 prices.
Assuming further that the income generated by the
industrial sector is twice the cost of materials and
intermediate products used, total costs of materials and
intermediate products, i.e. local and imported, would
be about LL 170 million. Given the value of imported
intermediate products and raw material for industry
to be about Lf. 145 million, there appears to be a heavy
dependence on imports; the data, however, are very
general and calculations based on almost arbitrary
assumptions. The main branches of manufacturing
which depend heavily on imports are those engaged

in the production of chemical products, plastics, com-
pressed wood, steel structures, aluminium, heaters, etc.

In contrast to sueh heavy dependence on imports,
the Lebanese industrial sec(or depends very little on
foreign markets to dispose of its products. Exports of
mdustrial products lardly reach 1.L 50 million a year,
which leaves the bulk of the output of this sector to be
absorbed by the domestic market. The major industrial
products of Lebanon are textiles :and textile articles,
products of chemicals and allied industries, articles of
plaster, cement, ashestos and ceramics, Lebanese indus-
trial exports are largely destined to Arab markets and
the share of other muarkets in these exports is very
small,

Although the bulk of Lebanese incustrial products
are consumed locally, Lebanon depends leavily on
imports to satisfy its requirements of such products,
particularly machines, cquipment and most products
of large-scale industries. In addition, Lebanon imports
substantial quantities of industrial goods which are
produced locally but which are so different in quality
that they may be considered as different products
altogether. The major categories of industrial products
which Lebanon imports are textiles and textile pro-
duets, muachinery and mechanical appliances and
electrical equipment, base metals and articles made
thereof, vehicles and other transport equipment,
naterial for the manufacture of paper and paper board
and articles made thereof, artificial resins and plastic
materials, rubber and substitutes, articles of wood, cork,
products of straw, espurto, etc.

TRANSPORTATION AND rower FACILITIES SERVING THE
MANUFACTURING SECTOR

With the exception of the petrolcum refinery plants
and the cement plants which to some extent use the
railway system, industry in Lebanon depends entirely
on highway transportation facilities. This system is
predontinant in Lebanon and is generally considered
adequate and economical for the economy as a whole,

The road network is largely influenced by the
presence of the coastal mountain chain. The country
has two main highways: The coastal road running from
Nakura on the Palestinian border through Beirut and
Tripoli to the Syrian horder ; and The Beirut-Damascus
road, whiclt climbs from Beirut over a mile-high pass
throulf.;h the mountains, Secondary feeder roads run
east from the coastal highway up to the mountain
towns. A fairly good road runs the length of the
broad Beka'a valley. It is connected with the east-
west highway at three passes across the Lebanon
mountains at Marjayoun in the south, at Chtaura
on the Beirut-Damascus highway, and at Homs in
S‘yria on the Tripoli-Aleppo road. The total length
of the highways is about 6,000 km (3,750 miles)
and constitutes an extensive network of generally
adequate roads which connect all industrial and
business centres with one another and with the
country’s seaports and airports. Operating on these
roads arc some 98,000 motor vehicles, of which 11
per cent are trucks, 2 per cent buses and the remaining
87 per cent passenger cars.

INDUSTRIAL PROGRAMMES AND MAJOR PROJECTS

Lebanon has no set industrial programme. The five-
year plan adopted Ly the Government in April 1965
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provides for the implementation of a number of projects
which are essential for the development of the indus-
trial infrastructure. They are nwinly concerned with
providing power and improving transportation facilities.
The plan leaves industrial developnient essentially in
the hands of the private sector, with the government
function limited to indireet cncouragenient, provision
of incentives, implementation of certuin projects, and
the provision of services und fucilities essentizl for the
development of the industrial base,

The selection of such projects or facilities niy be
initiated by any ministry within whose jurisdiction the
project falls, but the Ministry of General Planning and
the Kconomic Planning Board have the function of
studying the projects proposed by the various ministries
and presenting them to the Government in the form
of a gencral programme, which includes all types of
projects contemplated by the authorities.

I'NVIRONMENTAL CONDITIONS AFFECTING INDUSTRIAL
DEVELOPMENT

Judging by the environmental fuctors affecting indus-
trial development in Lebanon, it may be concluded that:

There is a general shortage of capital for industry,
despite a_potential abundance of short-term eapital
for the financing of other activities, mainly trade
and other services activities ;

The level of skill of industrial workers and forenien is
low by standards of industrially developed countries ;

Specialized entrepreneurial experience, particularly in
investigating and grasping investment opportunities
in industry and in opening up new market outlets, is
also lacking ;

There are serious market limitations, and

There is a dearth of natural resources.

The conclusion that industry faces a shortage of
capital is evidenced by the high rates for long-term
credit. High rates generally reflect high risks rather
than market discrimination against the activities
involved. But the fact that highly secured loans to
Lebanese industries pay substantially higher rates than
those charged for similar types of loans in developed
markets indicates the prevalence of market discrimina-
tion. The market seems to favour trade and activities
in the field of services, and to some extent construction
activitics. The credit system with its developed money
market, but much less developed capital market, has
been channelling a relatively abundant supply of capital
mainly into activities that usually require short-term
credits. It fails to provide any significant supply of
medium and long-term credit, which is essential for
industrial expansion, especially for the establishment
of new industrial enterprises.

As to the technical skills needed in the manufacturing
industries, there is a serions shortage of such skills at
the level of workers and foremen. There is no serious
short:.ge of engineers. The scarcity of skilled workers
is reflected in the sizable wage difference between skilled
and unskilled workers, in the relatively high wages of
foremen and specialized technicians, and also in the
poor quality of a number of locally produced goods by
comparison with similar goods produced in indus-
trialized countries. The development of such skills
normally takes place as industry develops and expands,
but this process is a time-consuming one and depends

on a number of industrial environmental factors which
are absent in Lebanon,

Anather important type of speciahized kil which
sectits to be Tacking in Lebwon is industrial entre-
preneurial ability. The success of the 1ebancse in other
business avenues snggests that encreprencurial ability
as such is not Licking in Lelauon but that insufticient
mterest has been shown i judustry. Given favourable
conditions for industyial development, it is believed,
industrial entreprenenrial  skills  will develop ar a
sufficient pace. There are already sonie obvious signs
of development in this direction.

Market limitations might he thought to he partly the
result of an insufficient supply of specialized  entre-
preneurship. While Lebanese business entreprenenrship
1s engaged heavily in seeuring foreign products and
finding market outlets for then, very T e specialized
efforts are muade to secure market” owtlets for lacal
manufacturing products. This may be partly duc to
the relatively inferior quality of these products; Int
their quality is not independent of the avaability of
markets and scale of operation. The Hmitation of the
local market, combined witl the lack of any important
foreign outlets, excludes many industrics  whose
technically feasible minimum output is refatively farge,
and checks expansion and specialization in many direc-
tions; per unit costs are in many instances kept high
and improvement in quality is also impeded. Seeuring
foreign market outlets and improvement in the competi-
tiveness of Lebanese manufactures are interdependent.

Natural resources are scarce in Lebanon. The Mmining
industry is very limited and there are at present no
good prospects for its expansion. All mineral ol is
imported. The cost of fuel and power is relatively high
compared with the cost of those items in industrial
countries. This constitutes a seriou. handicap for a
number of industries wlose tuel and power costs
represent a significant proportion of their over all
expenditures. Until low-cost power is made available,
this factor will continue to constitute a deterrent to
increased industrialization.

INDUSTRIAL 1OLICIES

Lebanon’s industrial and economic policies are
oriented towards providing a favoursble climate for
private enterprise. This is reflected in the lehunese
exchange and tariff regulations, which provide for a
free exchange market and a liberal trade control policy
with low import duties on raw materials and non-
competitive items. In an attempt to promote industrial
development and growth, the Government has heen
favouring industry by raising import duties on those
iterns which compete with domestic production.

Lebanon’s liberal policies give private investors
virtually a free hand in their operations. As a further
inducement, the Governm:nt passed a law on 29
December 1953, which cume into effect on 10 February
1954, granting exemption from income tax to certain
new corporations or companies for a period of six
years. Before expiration of this period in 1959, the
law was extended for a period of five years en:ling 10
February 1964. To enjoy the tax exemption, a com-
pany must have as its objective the exploitation of a
new project to enhance national production, contribut-
ing at the same time to the economic development of
the country ; it must have a minimum initial capital of
LL 1 million, invested totally in Lebanea, and it must

B
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pay out a minimum of LL 100,000 annmally in the
form of wages and salaries to Lebanese employees and
workers,

A vecent draft policy, fornmlated with a view to
promoting industrial development in Lebaron, makes
the stipulations listed below.

1. General principles  for developing
Lebanon

industry in

(a) All decisions having to do with industrial policy
should be made on the basis of sound tcchnical and
economic studies,

(#) Industrial policy should encourage the establish-
ment and promotion of :

(1) Light industries;
(i) Industries which use a high proportion of

Lebanese raw materials;

(iii) Industries which provide substantial employ-
ment;

(iv) Industries which produce for the export
market ;

(v) Industries which produce import substitutes;

(vi) Industries which produce for the population
at large, and

(vii) Industries located in rural centres.

(¢) Foreign trade policy should be oriented to the
promotion of industrial development through protection
of new industries or industries that face dumping or
unusual foreign competition, and authorization of duty-
free imports of machinery.

(d) Adequate measures should be undertaken to
improve the quality of Lebanese industrial products and
to promote free competition among producers,

2. Supplying the necessary information for the applica-
tion of a sound economic policy

(a) The Ministry of General Planning, the Ministry
of National liconomy, the Industrial Research Institute
and the Association of Lebanese Industrinlists should
undertake jointly the appraisal of existing industries
for the purpose of determining their soundness and
industrial developinent potentials.

(&) The appropriate administration and specialized
organizations should undertake:

(1) Theoretical and empirical research for im-
proving methods of production;

(ii)) A detailed study of imports to determine
possibilities of producing substitutes;

(iii) A study of the requirements of foreign
markets to determine consumers’ tastes with respect
to the types and quality of Lebanese products that
are in demand; and

(iv) A study of ‘ural industries to find out about
industries that could be developed in the 1ural sector,

3. Measures governing the cstablishment of industrial
enterprises

The main provisions governing the establishment of
industrial enterprises shall be as follows:

(a) Application for the establishment of an indus-
trial enterprise should be accompanied by a feasibility
study prepared by a specialized institution ;

(b) The Ministry of National Fconomy, in co-
operation with the Industry Institute, shall review the

feasibility study and give its recommendations thereon
within three months;

(¢) Should the project be found not feasible and
should the applicant insist on carrying ont the project,
he will be permitted to import the necessary machinery
but will not be entitled to any official support or lielp;

(d) In certain cases the establishment of certain
industrial enterprises may be prohibited. Such prohibi-
tion should be announced in advance and should be
effective for a specific period of time.

4. Promoting free competition

In order to eliminate monopoly evils and promote
free competition, it is stipulated that:

(@) Import of machinery for industrial enterprises
be free from any restrictions;

(b) Appropriate legislation be promulgated to
prevent the creation of trusts wlich aim at creating
monopolies that control production and prices against
the consumers’ interests; and

(¢) Adequate powers be accorded to the office of
consumer protection to enable it to perform its func-
tions satisfactorily.

5. Tariff protection and excmpiions

(¢) With a view to promoting the development of
new industries and strengthening established ones, it
1s stipulated that adequate tariff protection be granted
to:

(i) New industries, or infant industries, provided
that they can prosper eventually witli only moderate
taniff rates;

_ (1) Industries of strategic importance or essen-

tial for social welfare, and

(iti) Industries that face dumping or other illegal
practices.

(b) Such protection, when accorded, should be
accompanied by official regulation of prices to prevent
“illegal” price increases. Any request for tariff protec-
tion exceeding 25 per cent ad valorem duty should be
accompanied by a compreliensive and detailed study
that provide.: the following information :

(i) Production costs compared with costs of
producing the sanie commodity abroad;

(i) Transportation costs of

commodity ;

(iii) Level of protection needed during the infant
years of the enterprises, and

importing  the

(iv) Length of period during which protection is
needed.

(¢) In addition to taritf protection, exemption fron
payment of customs dutics shonld be accorded for
imports of raw materials, intermediate products, semi-
manufactured products and industrial machinery, equip-
ment and spare parts, provided such imports do not
compete with local products.

6. Fiscal wmcasures

The draft policy stipulates exemption from payment
of taxes on iricoie, real estate and transfers for a period
of five years, and for a ten-year period if the enterprise
is located in specific regions which need special develop-
ment measures. The exemption scheme is designed to
encourage lurge investments that contribute signif-
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icantly to employment and that produce for export. capital, the draft policy envisages strengthening the
The scheme also stipulates the granting of subsidies. Industrial, Agricultural ‘and Real Estate Credit Bank,
. Y and establishing specialized financial institutions with
7. Industrial credit a view to making available the needed medium- and

Recognizing the shortage of long- and medium-term long-term credit for industrial development.

Table 1. Number of establishmenta and declared capital in manufacturing industry,
by branch of industry, 1950 and 1963

Declared capital
Pereon- — e Percen:

Numbcr of establishments tage 1950 1965 tug

annual Gn LL (in LL annual

Indnstry 1950 1965 change million) million) chanye

Foodstuffs .. .. .......... ... .. 616 2,424 26.2 3 153 329
Beverages ................... 123 198 10.7 10 43 287
Textiles ... ... ............. 56 174 20.7 3 85 183
Clothing and shoes ... .. .. ... 15 330 146.7 1 22 146.7

Wood products (other than
furniture) ... ... ... ... 48 342 47.5 1 46 306.7
Furniture ... ............... 94 14 8.1 4 16 26.7
Paper and paper products..... 9 59 4.7 0.5 11 146.7
Printing ..................... 79 263 22 S 39 52.0
Leather products ... ......... 64 127 13.2 17 13 s
Rubber and byproducts. ... . ... 6 48 533 1 5 333
Chemical products ....... ..., . 64 219 238 5 82 1093
Non-metallic mining .......... 156 867 kYA | k't 62 10.9
Ferrous and metallic industries. 25 382 1019 3 £7 1033
Electrical machinery and Ap-
vliances ... ................ 29 2% 6.9 5 28 373
Miscellaneous . ... ........ ... 29 1,074 2469 8 114 95.0
ToraL 1,414 6,647 161 806

Table 2. Number of establishmenta classified by type of legal organization

Indivi. General  Limited
dually parincr.  partwer- Corpora-

Industry owncd ship ship tions  Other Total
All industries ... ....... ... ........... 1,129 659 28 k*.3 7 1,861
Mining and quarrying. ... .............. 47 21 —_ —_ — 68
Metal mining, stone quarrying, clay and

sand pits . ... L 41 18 — —_ —_ 59
Other non-metallic mining and quarrying 6 k} —_ -_ — 9
Manufacturing ........ ... ...... .. ... 1,082 638 28 8 7 1,793
Food manufacturing, except beverages. .. 389 150 4 1 — 554
Tobacco manufacturing ................ 1 — — 2 -— 3
Beverages industries ................... 46 2 2 5 — 74
Textiles .............................. 49 $8 2 4 — 113
Footwear, wearing apparel and other

made-up textile goods................ 165 80 - —_ - 48
Wood and cork manufacturing, except

furpiture .. ... ... .. 43 27 1 —_ — 71
Furniture and fixtures. ................. 1t L] 1 —_ 1 168
Paper and paper products.............. S 8 2 1 —_ 16
Printing, publishing and allied industries . 61 42 2 —_ 3 108
Leather and other products, except foot-

wear and apparel. ... ... . ... ... . .... 21 24 — -_ — 45
Rubber products ... ........... ... ... 7 6 1 1 - 15
Chemical and chemical products. .. .. .... 18 | 1) 2 3 — 37
Non-metallic mineral products.......... 69 72 8 3 1 153
Basic metal industries. .... ......... ... K] —_ —_ —_— - 3
Metal products, except machinery and

transport equipment ............ . .. .. 51 43 2 s 1 102
Manufacture of machinery except electri-

cal machinery . ........... ... .. . ... 13 9 1 —_ — 23
Electrical machinery and appliances. . ... 7 3 -_ - - 10
Transport equipment ............. .. ... 6 3 — 1 — 10
Miscellaneous ... .................... .. 17 23 — 2 1 43

Source: Ministry of National Economy, Beirut, June 1957, pp. 37-39.
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Table 3. Lebanese industrial establishments by number of employees

Mount North South Al
Beirut Lebanon Lebanon  Lebanon Brka'a districts
Total number of establishments. 995 480 241 57 88 1,681
Establishments in  which the
following number of persons
are employed:
5t 9persons. ... .. .. ... 531 250 152 39 59 1,031
10 to 24 persons. .. ... ... 341 131 72 15 22 81
2510 49 persons. . .. ... .. .. 94 43 5 2 5 149
50 t0 99 persons. .. .... . . 24 31 5 60
100 and over ............. 5 25 7 1 2 40

5. The industrial situation in Saudi Arabia

Communication submitted by Saudi Arabia

A. General survey

The Kingdom of Saudi Arabia depends almost
entirely on the export of one commodity, oil. Since
oil production and prices are subject to exogenous
factors, the economy of Saudi Arabia is highly vulner-
able, a situation that calls for diversification and
development of production in various sectors as an
essential prerequisite for the achievement of economic
stability and self-sufficiency. In such circumstances, the
greatest possible development and encouragement of
the industrial sector becomes essential, especially since
Saudi Arabia depends greatly on inports to meet the
bulk of the local demand for consumer goods. In addi-
tion, scveral other economic benefits can be derived
from the process of industrialization, such as the raising
of national income, expansion of employment opportun-
ities and the opening of new channels for the invest-
ment of idle capital funds.

PRESENT SITUATION AND PROBLEMS FACING INDUSTRY
IN SAUDI ARABIA

Industrial activity in Saudi Arabia is quite recent. In
1954, for example, there were only five industrial com-
panies with a total invested capital of SR 42 million.
kour of these companies were financed by domestic
capital and the fifth by mixed capital (domestic and
foreign). In 1964, the number of industrial companies
rose to sixty-seven, with a total invested capital of
SR 211 milhon. Of these companies, forty-seven oper-
ated with domestic capital and the remaining twenty
with mixed capital. Furthermore, the rate of industrial
growth during the last five years in Saudi Arabia has
varied between 4.75 and 6.88 per cent. A higher rate of
industrial growth could have been achieved had it not
been for the deep-rooted obstacles which industrialization
usually encounters in the developing countries. How-
ever, Saudi Arabia is fortunate in having ample capital
funds and a high purchasing power due to oil revenue,
which most developing countries obviously lack. The
obstacles impeding the process of industrialization in
Saudi Arabia are summarized below.

So far, Saudi Arabia’s national resources have not
been adequately assessed, with the exception of oil,
natural gas and other minerals such as iron and
magnesium. Moreover, the studies and surveys that
are being undertaken in that direction suffer from lack
of technical know-how and skilled labour and from
deficiencies in the means of transport and communica-
tions within the vast areas to be surveyed. Consequently

industrialization has been confined to the limited natural
resources so far explored.

Owing to their recent origin, some industries in
Saudi Arabia have not been sufficiently developed to
stand on their own feet or to produce high quality
goods. They cannot compete effectively with the
quality and prices of imports from the highly indus-
trialized countries, owing to the advantages which those
countries derive from large-scale production and the
resulting reduction in costs. The small scale at which
many industries in Saudi Arabia operate, together with
other factors which will be discussed below, have
contributed to the high cost of industrial production
in Saudi Arabia.

At the same tinie, consumers’ preferences as well
as the level and distribution of income have operated in
favour of imported goods. While the high-income
groups of the urban population are mainly interested in
the quality of products and hence prefer high-quality
imports irrespective of price, most middle-class con-
sumers, including the rural population, are more
interested in price than in quality and consequently
consume goods which are sold at prices lower than
those of imported goods.

_ This trend was countered by the implementation
in 1961 of the law for the protection and encouragement
of domestic industries.

Although labour in general is relatively abundant in
Saudi Arabia, skilled labour is fairly scarce. Domestic
industries are therefere forced either to employ skilled
labour from outside at high wages or to depend on
inexperienced domestic labour. Obviously, in both cases
this will lead to low productivity and high production
costs. In addition to the problem of shortage of skilled
labour, domestic industry has to face the problem
created by the bedouin workers who, being still un-
accustomed to urban life, exhibit a high degree of
mobility.

In order to obviate these problems, the Government
has recently established technical and vocational
training centres in most of the principal cities.

Industrialization is a process of transforming raw
materials and other inputs brought in from various
locations into finished or semi-finished products. Once
processed, these goods have to be transported to con-
sumers in various parts of the country. In ail phases
of industrialization, therefore, the presence of an
adequate system of communications and transport is
most essential.
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The absence of such a system in Saudi Arabia is
one of the important factors tending to retard the
growth and progress of industrial activity in the
country.

The Government has given this problem special
attention and has been able to construct about 3,000 km
of modern roads during the past three years. However,
the vastness of Saudi Arabia—an area about two-thirds
the size of Western Europe—and the nature of its soil
and its climatic conditions render the construction of
an adequate communications network in the country a
slow and costly operation.

Abundant water is of vital importance to the expan-
sion and progress of industrial activity. It is known,
for example, that 65,000 gallons of water are needed
for the production of one ton of iron, 66,000 gallons
for the production of one ton of paper and five gallons
for the processing of one gallon of milk.

The known water resources in Saudi Arabia which
are being exploited at present may not be sufficient to
meet the water requirements of the expected industrial
expansion; this factor could retard industrial growth.
The Government is therefore undertaking widespread
well-boring operations in various districts with a view
to exploring new water resources for irrigation and
industrial purposes. Moreover, a huge project for the
desalination of sea water at the lowcst possible cost is
still under study.

The supply of nceded electric power in Saudi Arabia
is insufficient and is offered at relatively high rates
owing to administrative and technical difficulties and
deficiencies in the distribution facilities of some power
companies. Lately, a specialized international con-
sulting firm was called upon to study the power
service problem. As a temporary solution, the Govern-
ment is subsidizing the power companies so as to
reduce power rates to consumers and especially to
industrial enterprises.

Many owners of capital prefer to invest their money
in fields other than industry, such as commerce and
real estate. This is quite natural in most developing
countries, where capital usually seeks quick returns in
the least complicated activities and shies away from
enterprises characterized by technical difficulties and
a high degree of risk. Nevertheless, interest in invest-
ment in industry has increased noticeably during the
past three years.

INDUSTRIAL POLICY AND LEGISLATION

The Government has adopted an industrial policy
which is consistent with the economic and social
conditions of the country, This policy aims at
encouraging the expansion of the industrial sector as a
means of accelerating economic development. The main
elements of this policy are summarized below.

Industrial activities are left to the private sector,
which owns sufficient financial resources and has recent-
ly exhibited a mounting interest in investing in industrial
ventures.

As a preliminary step, the State is to undertake,
cither independently or in cooperation with local
investors or international enterprises, the establishment
of strategic and vital industries in which the private
sector alone is unlikely to invest in the short run either
because of the huge size of the undertaking or because
of the technical complexities involved. At u later stage,
when these industries have been successfully launched,
they will be handed over to the private sector.

The State will spare no effort to eliminate the
problems confronting local industries and to provide the
climate suitable for the expansion of such industries.
The planning and implementation of several projects
designed for the realization of this goal have actually
becn started. The following examples nmy be cited:

(a) A centre for industrial studies and promotion has
been established with United Nations Special Fund
participation ;

(b) Industrial estates in the principal cities are being
built on scientific and modern bases consistent with the
principles of the law pertaining to the protection and
encouragement of local industries ;

(¢) The metric system has
nieasures are being taken for the
measurements and specifications :

(d) Steps have been taken for the provision of elec-
tric power at reasonable rates:

(¢) Vocational and training centres are being
established, and

f) A comprehensive plan for a widespread network
of land communication in all parts of the country has

been prepared.
Industrial laws consistent with the Government's

industrial policy referred to above have been
promulgated. They are listed below.

been adopted and
standardization of

1. Law for the protection and encouragement of local
wndustries (royal decree issued in 1962)

This law aims at improving the conditions and climate
needed for private investment. The most important
provisions of the law are:

(a) Exemption from the payment of import duties on
imports of machinery, tools, cuipment, spare parts and
certain other materials if these are used by new
industrial establishments or for expanding existing ones;

(b) Exemption from the payment of import duties
on imports of raw materials, semi-processed products
and certain other materials which either do not exist
or are insufficiently produced in the country ;

(¢) Provision of industrial land at nominal rent for
plant construction and accommodation facilities in
specially located industrial estates;

(d) Adoption of the following measures for the
protection of local production :

(i) Prohibition or restriction of imports com-
peting with local products;
(ii) Raising of customs duties on such imports;
(iii)

Provision of various types of subsidies to
industries,

(e) Exemption from export and other duties of
domestic products destined for export;

(f) Establishment of a technical and industrial office
in the Ministry of Commerce and Industry to examine
and scrutinize all suggestions pertaining to new
industries with a view to taking whatever measures are
deemed necessary in light of the decree pertaining to
the protection and encouragement of local industries.

2. Public bureau for petroleum and minerals (Royal
decree issued in 1962)

A public board for petroleum and minerals was
established as a semi-independent administration
attached to the Ministry of Oil and Mineral Wealth.
This government organization undertakes, in addition
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to producing, refining and marketing oil, the processing
of various stages of the niineral industry, and assists in
the expansion of industries that depend on oil, natural
gas and minerals,

3. Decree on foreign capital investiment (Royal decree
issued in 1963)

This decree, which replaced an earlier decree on the
investment of foreign capital, has liberalized policies
with respect to investments. Although foreign capital
is not needed in Saudi Arabia at the present, the inflow
and investment of such capital in domestic industrial
devclopment may achieve two objectives: first, it may
attract or enconrage cdomestic capital to enter the
industrial field and, secondly, it may pave the way for
the importation of technical and managerial talent.

The decree contains the following provisions :

(a) It allows foreign capital invested in approved
developnient projects to enjoy all the concessions
accorded to domestic capital under the decree for the
protection and encouragement of local industries referred
to above;

(b) It exempts foreign capital invested in approved
development projects from income and corporate taxes
for five years commencing from the date of production,
provided that the share of domestic capital in such
ventures does not fall short of 25 per cent of total
capital over the whole period of tax exemption ;

(¢) It calls upon the ministries concerned to issue
visas and residence permits to forcign investors, their
employees and workers ;

(d) It excludes oil and mineral industries from the
provisions of this regulation, since these are organized
under a separate decree on the public bureau for
petroleum and minerals.

ConcLustoN

Saudi Arabia is striving to resolve the problems in
the way of its industrial expansion, but the achievement
of a quick and effective remedy may require close and
fruitful co-operation at the international level, especially
in the technical, economic and social fields. °

It has now become obvious that the nieans used by
the United Nations in its attempts to resolve these
problems, by way of advisory services, information and
technical assistance, have not heen adequate in fulfilling
the aspirations of the developing countries. It is there-
fore essential tor the United Nations and its specialized
agencies to expand their activities and to give these
countries needed support in a field which has become of
paramonnt importance to their economies.

B. Role of the General Organization for Petro-
leum and Minerals (PETROMIN) in the
ecconomic development of Saudi Arabia

INTRODUCTION

Economic development is a vital and sensitive field,
and has become indeed the subject of the hour.
Governinents are seriously engaged in finding ways and
means of achieving balanced economic growth, especially
since the large gap that exists in the standards of living
inn the developed and developing countries is widening
in such a way that serious and continuous action has
become imperative. The spread of moder.: means of
communication has strongly influenced the attitude of
peoples and Governments of the developing countries to

the essential measures that have to be taken to ensure a
continuous rise in production and income. Many
Governments have increased their allocations for
development projects; and public investment in health,
education, transport, communications, social and otlier
public fields has become an essential prerequisite for
the development process.

In the Kingdom of Sandi Arabia, government
revennes from oil prodnction have been increasing
rapidly, and the amounts allocated for development
projects have continuously risen. The Government’s
policy is based on the need to implement the economic de-
velopment programme and to diversify the economic base
of the country, which now depends heavily on one source
of wealth, namely, oil. Undoubtedly, the attainment of
this goal requires great efforts based essentially on the
exploitation of oil revenues, on the one hand, and on the
mobilization of all available hunian and natural resources,
on the other,

The oil industry is at present the most important
industrial activity in Saudi Arabia. In fact, the whole
economy is directly affected and dominated by oil
production, since the value added in the oil sector
exceeds 50 per cent of the gross national product
(GNP). Moreover, government income from petroleum
activities, including royalties and taxes, constitutes about
80 per cent of its total revenues. Fortunately, oil prices
in the world market have been relatively stable. Hence,
at least for the time being, Saudi Arabia is not suffering
violent fluctuations in its mational income. Such
fluctuations occur in countrics producing other primary
products, undermining the implementation of their long-
term economic development plans.

It should he pointed out that about one half of the oil
revenues remain outside the country, and that about
20 per cent of the remaining part is paid out in the form
of wages and salaries. Morcover, about 40 per cent of
the whole income from oil accrues to the Government ir:
the form of taxes and royalties, The heavy burden of
industrial development in Saudi Arabia must therefore
fall on the State. The measures that have been adopted
for the encouragement of private industries through the
exemption of machinery and raw materials from customs
duties, the trend towards the establishment of industrial
estates and the granting to industrial establishments of
public facilities, technical and financial support and
advisory services on industrial feasibility studies, are all
measures nmecessary for creating an environment
conducive to private investment in industry,

The need to adopt development programmes, whether
in industry or in agriculture, is obvious, However, it
may be mentioned that a considerable portion of the
national income in Saudi Arabia is spent on the
imiortation of consumer goods and foodstuffs. This
leakage in the domestic purchasing power is likely to
reduce the volume of local investments in productive
projects. For this reason, it is believed that the establish-
ment of import substitutes as well as of export industries
will help to safeguard domestic savings and to channel
these savings into such fields as may strengthen the
cconomic base of the country.

ESTABLISHMENT OF THE GENERAL ORGANIZATION FoR
PETROLEUM AND MINERALS (PIETROMIN)

In line with the policy adopted for the development
of the country and the diversification of the sources of
national income, the Government established this
organization late in 1962 for the specific purpose of
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setting up hasic industries that depend on petroleum,
mineral and other resources. The main objective behind
the creation of PETROMIN was to ensure the effective
participation of the State in industrial promotion and in
the channelling of foreign and domestic investment into
vital and basic industries. Since the nature of industries
such as iron, steel and petrochemicals requires huge
capital investments and is characterized by high risks,
it iy prove difficult for private investors to undertake
such ventures, especially since profits can be achieved
only after a long time, Nevertheless, due consideration
has been given to the participation of private domestic
and foreign capital in these huge ventures, which are
expected to contribute to employment and income, on
the one hand, and to the acquisition of technical and
managerial experience on the other. Obviously, the
main _purpose in attracting foreign capital into
PETROMIN’S oprojects ic to invite technical and
managerial skills,

The Government allocates funds for new industrial
projects in the light of the technical and econownic
studies which must precede the implementation of
indnstrial projects, and with a view to orienting these
projects to conditions prevailing in the country,

The establishment of such basic industries as
petrochemicals, iron and oil refining will result in the
expansion of the economic base, diversification of inconie
and the creation of external economies. This, in turn,
will lead to the establishment of subsidiary industries
which depend for their raw materials and intermediary
products on the products of the hasic incdustries. The
presence of conditions favourable to industrialization has
motivated the creation of these lasic industries, and
permitted the exploitation of such resources as natural
gas, minerals and crude oil Furthermore, the
establishment of these industries will tend to reduce
the country’s dependence on oil as a source of revenue
and will create opportunities for the training of the
labour force in various fields of industry, Training in
itself constitutes a considerable gain since it will help
to produce an industrially trained and experienced
generation, especially since shortage in technical skills is
one of the main bottlenecks in Saudi Arabia.
PETROMIN, which has heen aware of this serious
problem, has mobilized its facilities for vocational
training in all fields related to these projects. It is
believed that such training will raise labour productivity
and therefore reduce the cost of production and maintain
stability and continuity.

In this study, discussion will be centred on the two
most important industries which are being promoted
because of their importance to industrial development:
the petrochemical and the iron and steel industries.

The petrochemical industry

Natural gas is one of the most important resources
in Saudi Arabia. Unlike other resources, natural gas
tends to be dissipated if not properly exploited. In fact,
the Arabian American Oil g:mmny (ARAMCO)
injects part of the natural gas to maintain underground

ressure, but the larger portion of it remains unexploited.

he total production of natural gas during the last seven
years was 2,000 billion cubic feet, of which 6.1 per cent
was put to domestic and industrial use and 32.1 per cent
injected. The remaining 61.8 per cent was lost. This
gives an idea of the heavy loss snstained by Saudi
Arabia as a result of its inability adequately to exploit
all its sources of natural wealth. PETROM]I §' has given

special attention to this resource and has prepared plans
for the establishment of a petrochemical industry.

Because of the nmarrowness of the domestic market
and the lack of subsidiary industries, the establishment
of a petrochemical industry in Sandi Arabin must
depend on foreign markets. [fence an essential pre-
requisite for the establishment of such an ; UStrY is its
ability to compete effectively in world markets. To
ensure its competitive stren sth, prodnction must be large
enough for economies of scale to be adequately reflected
in lower produciion costs, Morcover, the marketing of
this large-scale production must be guaranteed so that
the returns on mvestment remain high and attractive.
PETROMIN has always been aware of this marketing
problem,

Fertilizer project

The establishment of a fertilizer industry, which will
put part of this wasted wealth to use, will crente new
employment opportunities and prepare a poot of well-
trained personnel. Moreover this project will cater to
the country’s need and provide the necessary fertilizers

for the development and expansion of its agricultural
sector,

The results of the detailed studies undertaken by
PETROMIN clearly indicated the necessity of closer
co-operation with specialized international organizations
and companies in order to make use of their technical
expertise and ensure the success of the fertilizer project.
In line with this policy, PETROMIN towards the end
d 1964 concluded agreements with two American
companies, the Occidental Petroleum Corporation and
ity affiliate, the International Ore and Fertilizer
Company. Under these agreements, the first company
undertook to provide the technical skills necessary for
the operation of the fertilizer project and to train Saudi
Arabian nationals in all technical and managerial ficlds.
The International Ore and Fertilizer Company is to
market externally the output of fertilizers in excess of
local requirements.

Mention may also be nmde of the royal decree
establishing the Sandi Arabian Fertilizer Company,
which should begin operations as soon as certain studies
connected with the project are completed. Furthermore,
the establishment of a nitrate industry at the industrial
estate in Dammam has been decided upon. The total
capital invested in this industry will amount to about
$40 million (SR 180 million). PETROMIN plans to
issue about 1 million sh:res, valned at SR 100 million,
for public subscription. This is undertaken for the
specific purpose of channelling domestic savings into
effective exploitation of local resources.

The productive capacity of th.e fertilizer rmject, which
is designed to use about X} million cubic feet of matural
gas daily, will amount to 1,000 tons per day.
Accordingly, this project may provide the i etus for
further expansion in the application of ferulizers to
agricultural areas, thereby raising agricultural produc-
tivity in general. At the same time, the export of
fertilizers is expected to raise Sawli Arabin’s annual
earnings of foreign exchange by about $30 million,
which may be used in various other economic activities.

The PVC project

PETROMIN has shown great interest in the
development of a PVC project which nses natural gas
as a raw material and transforms it into plastic resms.
Because of technical inexperience and the narrowness




Industrial development in the Arad countries

of domestic markets, the Government called certain
roleum companies to participate with PETROMIN
m establishing petrochemical projects. Thereupon an
Italian company, EN1, which specializes in  the
oduction of petrochemicals, signed an agreement with
ETROMIN on 13 June 1965. The agreement
ovided for the carrying out of a feasibility study for a
gVC project with an annual capacity of 6,000 tons and
a total investment of SR 250 million (S million),
This feasibility study has been started and it is hoped
that the results will prove encouraging. Moreover, it is
hoped that the availability of natural gas at Jow cost
and the rapid expansion of the plastics industry
throughout the worll may promote the successful
implementation of the proposed PVC project.
PETROMIN is giving special attention to this PVC
project in order to encourage Saudi capital to participate
more effectively in the development of other industries.
When PETROMIN acquires sufficient experience in
the PVC industry, it may decide to undertake the
establishment of other projects.

The establishment of the nitrogenous fertilizer and
PVC projects at the industrial estate in Damman will
undoubtedly enhance the importance of that area and
therefore lead to the emergence of external markets and
the estahlishment of subsidiary projects. The availability
of various industrial facilities such as electricity, water
and gas will further raise prespects for the exploitation
of nutural gas which is abundantly available in the
eastern part of Saudi Arabia,

PETROMIN is also studving the possibility of
establishing a plant for the production of raw sulphur.
The revenue to be accrued from the sale of this by-
product will be discounted from the cost of operating
the fertilizer and plastic projects. There is also the
possibility of extracting sulphuric acid from the ruw
sulphur and using it for the expansion of the fertilizer
industry ; sulphur will thus become an effective factor
in the acceleration of the process of industrial
development,

The srom and steel industry

PETROMIN has studied in considerable detaft the
establishment of an iron and steel industry, which is of
strategic importance to the process of industrialization
m Saudi Arabia. It has been encouraged to develop this
industry by the availability of iron ore in three districts
of Sandi Arabia: Wadi Fatima, where iron ore reserves
are estimated at 50 million tons, with a purity of 4§

per cent and a concentration of 53 per cent; the Edsas
mountain, where iron ore reserves are estimated
tentatively at 6.5 million tons; the degree of purity of
this ore reaches up to 64 per cent; and Wadi Swawine,
where iron ore reserves are estimated at 1,500 million
tons, with a purity of 39 per cent.

Owing to the manifold henefits thit may he derived
from an iron and steel industry, PETROMIN, having
completed several feasibility studies, decided to establish
such an industry in Saudi Arabia. To ensure economic
viability, PETROMIN plans to enter the steel industry
by stages the implementation of cach stage being
dependent on the success of the proceding one,
PETROMIN chose to begin with the most manageable
and technically simple stage, namely, the rolling mill
operation at Jedda, whicli happens to be the last stage
in the project. During its first years of operation, this
mill will use imported iron billet to mannfacture a
variety of light products. The capacity of the plant is
planned at 45,000 tons znnually on the basis of three
working seasons. Ilowcver, it has heen decided that,
during the first years of operation, production is to
proceed on the basis of two working seasons with an
annual capacity of 30,000 tons only. The possibility of
expanding this annual cpacity to 70,000 tons is now
under careful study, in view of the rccent rise in the
country’s imports of iron bars. The total value of
imported iron bars over the last four years amounted
to SR 180 million.

It is expected that thix st:ge will he completed by the
end of 1906, The next stage may be undert:aiken with the
purpose of inst;nllin}z a new plant that will use imported
pig iron to manufacture iron billets used as a riaw
material for the rolling mill operation. The final stage
will involve the exploitation of iron ore in Wadi Fatima
and other districts.

Total investment in the rolling mill will be about
SR 30 million ($6.7 million). While the return on
investment is likely to be low, the strategic importance
of this project justifies its implementation, At present,
PETROMIN 13 financing the whole project, hut it is
likely that, once the project is sufficiently developed, a
part of the invested capital will be sold to individuals
and private institutions.

Apart from the industrial training involved and the
dissemination of income, the steel mill is likely to
promote the establishment of related industries, such
as light engineering and assembly plants,

6. The lndusirial shinstion in Syrie
Communication presented by Syria

IntRODUCTION

Industrial developmer.t in Syria dates far back and
first appeared in the form of small primitive industries
and handicrafts. It was not until the establishment near
Damascus of the first cement factory in 1930 that
modern mechanized industry was introduced. However,
industrial development was very slow because of the
colonial policy fmwed by the French anthorities duri
the mandate period. Up to the outbreak of the Sec
World War, Syrian industry remained dependent
mainly on manual prc;duction methods and had to face
str competition from machine-made imports, a
situation which setiously hampered its development,

No sooner was the country freed from colonialism,
hvﬁz:'ained complete independence at the cost of great
sacri on the part of its people, than a great industrial
renaissance t Place in all fields, lending to the
establishment of a modern mechanized industry.

The spinning and weaving industry led the way.
Among other important industries to be established, or
expanded, during the period following independence,
were vegetable oils, sugar, canning, cereal milling ;
modern tanning, matches, rubber and
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in their prices during, and immediately following, the
war,

The State contributed substantially and successfully
to this development, either through the regulation and
encouragement of industry or through customs
protection.

The development of the bases of industrialization, i.e.,
power, transport and communication, contributed to the
development of industry. This development was also
furthered by industrial planning in the context of
comprehensive economic and social planning. Tt is
therefore necessary, in a general survey of the industrial
position and policy of the country, to discuss industrial
planning and the bases of industrialization. This is what
we intend to do in the pages that follow.

INDUSTRIAL PLANNING AND PROGRAMMING

Historical backyround

The economically backward or developing countries
are characterized, according to modern terminology, as
having unutilized economic resources, Loth material and
human, low levels of technical know-how and low
productivity, The result is a low level of national and
per capita income, and average savings and rate of
investment, leading inevitably to a slowing down and
weakening of economic growth.

The fact that Governments in economically advanced
countries play an active part in guiding and accelerating
economic progress indicates the need for the State to
play a similar role in developing countries. such as the
Syrian Arab Republic, and to formulate the plans
necessary for accelerating economic and social progress,
Hence, economic progress is linked with the setting of
a well defined economic policy, the formulation of a
comprehensive economic plan and continuous concern
with its implementation. This is what is known as

lanning, which is a means of accelerating progress and
15 mainly the responsibility of the State.

Planning, in this sense, is a new concept in Syria,
introduced only after the Second World War, i.e., since
independence. However, during the early years of that
Yeriod, the successive Governments were unable to
ormulate a comprehensive development plan owing to
the wide responsibilities which they had to shoulder and
the circumstances in which the country was placed.
It was nevertheless possible to initiate development
by executing certain important projects, some parts of
which were financed under the regular budget through
loans extended by the Currency and Credit Board, and
with Treasury credits financing the major part.

Surveys of economic potentialities

In February 1946, the Syrian Government called upon
the firm of Sir Alexandr Gibbs and Partners to study
economic conditions in Syria in accordance with the
following terms of reference:

(8) Tosurvey Syria’s virgin resources, concentrating
on t and electric power, irrigation and water
vtilization, industrial development and public buildings;

(5) To report and submit recommendations relating
to the items referred to above, indicating the priorities
to be accorded.

The firm submitted its report to the Syrian Ministr
of Public Works and Communications on 30 April 1947)j
The report was made up as follows:

Section 1: Topography, population, meteorology ;

Section 2: Natural resources: agriculture, netallic
minerals, water resources, irrigation and drainage ;

_ Section 3: FEconomic resources: trausportation,
industry, fuel and power, public buildings and social
services as related to industry and agriculture;

Section 4: Summary of the report and conclusions:
with a programme of prioritics for the different invest-
ment projects and suggestions for achieving economic
development.

The report included, in its fourth section, a ten-year
rogramme providing for the expenditude of about
S 477 million, or about $171 million (converted at the
average rate of $1=LS 2.80), distributed as follows:

(LS nuillion)  ($ million)

Irrigation and drainage....... ... .. 70 25.0
Electric and thermal power ... ... 70 25.0
Water resources ..... .. ... . .. 65 232
Roads e . 40 14.3
Railways .. . ... ... .. .. .. . .. 03 33.2
Afrports ... ... .. ... .. . 12 49
Seaports . ........ ... .. ... ... . .. 25 9.0
Telephone and broadcasting ... ... 32 11.4
Public buildings. ....... ... ... . . 70 250

77 171.0

This report did not, however, meet with the approval
of the Syrian Government, because it faled to
recommend basic measures essential for the develop-
ment of a sound industrial structure in Syria.

Early in 1954, the Syrian Government called upon a
group of experts from the International Bank for
Reconstruction and Development (IBRD) to study the
country’s economic potentialities and submit sugyestions
for a long-range programme for the development of

roductive capacities and the raising of the standard of
ﬁving of the population. The group of experts undertook
their study in Syria during the period February-April
1954. In March 1955, their report was submirted to the
President of the Syrian Republic.

It consisted of two main parts. Part T included
recommendations for the organization and financing of
a six-year programme. It covered the following:
structure and development of the Syrian economy;
economic programmes and data ; agriculture and animal
husbandry; industry; electric power; transport and
communications ; education, public health and housing;
rural planning and services; financing and imple-
mentation of the plan. Part II included a number of
appendices containing technical information on Syria’s
international economic position, public financing,
agriculture, irrigation, agricultural institutions, indust.ry,
electric power, transport and communications, housing
and social services,

The sed investment programme for the period
1955-19%?%,“ estimated at about LS 1,903.5 million,
or about $533 million (converted at the average rate of
$1=LS 3.575), distributed as shown in table I.
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Table 1. Estimates expenditures for the period 1955-1960

Yearly average Total
Sector (LS million) ($ million) (LS million) (8 million)
Development projects ;
Irrigation and land
reclamation . 33.5 94 2012 56.3
Agricullure .. . 232 6.5 139.1 389
Industry . . . 20 0.8 12.0 34
Tourism o 13 04 7.9 22
Electric power ... .1 2.8 60.7 17.0
Transport and com-
munications . . 289 8.1 173.3 48.5
Education .. .. ... 453 12.7 2718 76.0
Public health . 124 3.5 74.2 20.8
Rural planning and
services . ... 42 1.2 25.0 70
Housing . .. 13 04 7.5 2.1
Miscellaneous . . 23 0.6 13.5 38

Tota. 1643 461 9862 2760
Public administration . 732 20.5 439.3 123.0

Defence . . 755 211 453.0 127.0
Salary increments of
employees ... ... .. 42 12 25.0 7.0

—_—
—_—

Granp Totat 3172 889 19035 5340

This report was useful in that it included, in addition
to those mentioned, specific proposals regarding policies
that must be followed in the various fields of economic
activity. These proposals were utilized later as a basis
for the extraordinar budget, also known us the seven-
Year programme, 1955-1961, which was promulgated by
law No. 116, dated 29 July 1955,

This extraordinary budget comprised old and new
projects totalling LS 659.89 million or about $184.7
million (converted at the average rate of $1 = LS 3.575)
distributed as follows :

Allocations

Sector (LS million) ($ million)
Irrigation and agriculture 221.10 61.9
Industry e 117.00 328
Transport and communications 185.12 518
Public buildings . ... . 32.52 91
Defence 45.00 126
Social development . . . . 12.30 34
Miscellaneous ... .. . ... 46.85 13.1

TorAL  659.89 184.7

However, the Government had to refrain from
spending on the new projects included in the extra-
ordinary budget because of the circumstances prevailing
in the country following the tripartite aggression on
Egypt. The sum of LS 136.16 million ($28.1 million)
was spent on projects of the extraordinary budget
during 1955 and 1956,

Following the establishment of union between the
Egyptian and Syrian regions on 22 February 1958, a
mission from the Ministry of Industry in the Egvptian
region undertook a general study of the industrial
sitnation in Syria and studied the bases for formulating
industrial development plans, especially since Syria, in
1957, had concluded with the Soviet Union an agreement
for technical and economic assistance under which the
Soviet Union undertook to study and implement a
number of important  developmental projects, The
mission carried out the assignment between 28 April and

13 May 1958 and submitted a report in threc parts
containing the results of its work and certain
recommendations on petroleum, mineral resources and
industry, as follows :

Part 1. Petrolcum — istorical background ; petro-
leum exploration authorities and  their activities;
prospects; imports; murketing; prices ; requirements;
storage; transportation: a briel account of petroleum
agieements; recommendations

Part I1. Mineral resources — Government machinery
responsible for supervising mining operations, mining
and quarrying legislation, potentialities, the Soviet
agreement, observations and recommendations ;

Part II1. Industry — General survey, spinning and
weaving industry, foodstuffs industries, cement industry,
engineering industries, industrial expansion,

This report was utilized in the preparation of the
first industrial programme for the Syrian region, which
provided for the expenditure of ahout LS S60 million,
or about $155.7 million (converted at the average rate
of $1 = LS 3.60), distributed as follows :

Allocations

Projects (LS million) (8 million)
Petroleum ... ... . . 266160 740
Mining ... ... .. .. ... 2430 0.7
Manufacturing . e . 216900 60.2
Productivity and vocational train-

ing ... .. ... ... . 14283 4.0
Miscellaneous . ... .. .. 60227 16.7

Total  560.000 155.7

In 1958, some time before the formulation of the
first industrial programme, a decrce was issued
promulgating Law No. 133, which contained the ten-
year economic development programme 1958-1968. This
programme aimed at freeing agriculture from
dependence on rainfall, improving agricultural methods,
producing different types of fertilizers, building a road
network connecting production and distribution centres,
constructing a petroleumn refinery, creating an industrial
base, and preparing a general geological map for the
country. The programme provided for the expenditure
of about LS 2,139.9 million, or about $595 million
(converted at the average rate of $1 =LS 3.60),
distributed as follows :

Allocations

Sector (LS miliian) (8 mlison)
Agriculture, irrigation and

eiectric power .. .. . ... 1461.5 406.3
Communications ... . . 365.0 101.5
Industry and petroleum ... . . 160.0 44.5
Technical and vocational

training . ... ... . .. . .. . 10.0 28
Tourism, summer resorts, ctc. 1434 399

Torar. 21399 595.0

The country’s economic and social objectives for the
ten years 1960-1970 were defined in 1960 as follows:
doubling the national income in ten years by raising
it from LS 2,400 million, in the base year, to LS 4,800
nillion in the tenth year ; achieving stable growth in
which economic disturbances are minimized, and without
inflation ; improving the distribution of income.

On the basis of these objectives, the first five-year
plan for economic and social development, 1960-1965,
was formulated with the participation of both private
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and public sectors. Implementation of the plan started
on 1 July 1960.

First five-ycar plan, 1960-1965
This plan provided for the expenditure of about

LS 2,720 million, or $756.3 million (converted at the
average rate of $1=1LS3.60), during five years,
distributed among different projects in the public and
private sectors, as shown in table 2.

Table 2. Distribution of expenditures under the first five-year plan, 1960-1965

Inzestments

DPublic Private
sector scctor Total
Economic sectors (L5 million) (LS million) (8 mullion) Percentage
1. Irrigation and
land reclama-
tion .......... 780 S0 830 230.7 30.5
2. Agriculture .. 95 175 270 751 99
3. Industry, elec-
tricity, mining
and petroleum 509 141.5 18.7
4. Transport and
communications 387 150 537 149.3 19.7
5. Education . ... 100 100 278 3.7
6. Health ....... 46 10 56 15.6 2.1
7. Public utilities
and tourism .. 32 32 89 12
8. Housing ..... 15 245 260 723 9.5
9. Social affairs . 18 18 50 07
10. Entertainment 1 n 3.1 04
11. Laboratories,
training and
research .. ... 7 7 20 03
12. Changes in
stocks ....... 90 9% 250 33
Torar 1,720 1,000 2,720 756.3 100.0

This investment programme was aimed at achieving
an increase of LS 960 million in national income by
1964-1965, or a 40 per cent increase over the base year,
at an average rate of 7.9 per cent per annum. The plan
was divided into five yearly stages.

Implementation encountered a number of obstacles,
including shortage of funds, scarcity of technicians and
reluctance of the private sector to carry out its share
of investments, as envisaged under the plan. As a result,
implementation was limited to certain proportions of
allocated investments differing, according to variations
in the available financial resources, from year to year.

Actual expenditures in the industrial, power and fuel
sectors, in both public and private sectors, amounted
during the plan period to the following:

Period LS milkion
1960-1961 . .. .. ... ... 127
1961-1962 143
1962-1963 .. . ... ... 128
1964 145

ToraL E

Second five-year plan, 1966-1970

Upon the suggestion of the Supreme Planning
Council, it was decided to consider the year 1965 as a
continuation of the first five-year }l)_lan, and begin the
second five-year plan in 1§v66. he latter plan is
currently under consideration and is expected to be
released soon. Its aim is to increase the national income
at the rate of 7.2 per cent per annum.

Proposed investments in the second five-year plan,
1966-1970, for the industrial, mining, electricity, fuel
and transport and communications sectors arc as
follows :

Investments
Economic sectors (LS million) (8 million &)
Industry, mining and fuel .. . 1,059.5 264.9
Electricity ........... 237.6 59.4
Transport and communi-
cations .. ... .. ... .. ..... 1,040.0 285.0

a Converted at the average rate of $1 =15 40.

We shall attempt to set out, in some detail, the
proposed investments in projects of the industrial,
mining and fuel sectors in connexion with future indus-
trialization plans,

Planning machinery

The highest planning authority in Syria is the
Supreme Planning Council, created by legislative
decree No. 97, dated 3 i]uly 1963. The Council is com-
posed of the head of the National Revolutionary
Council, who serves as chairman; the Prime Minister,
vice-chairman; the Ministers of Defence, Planning,
Finance, Economy, Agriculture, Industry and Public
Works, and the Governor of the Central Bank of Syria;
and the Secretary-General of the Ministry of Planning,
rapporteur.

The Supreme Planning Council is responsible for the
development of economic and social affairs, in accor-
dance with well worked out plans, and for the mobil-
ization of the economic and human resources, both
public and private, needed for the implementation of
those plans. In addition, the council co-ordinates eco-
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nomic, financial, currency and social policies with a
view to achieving national objectives. Accordingly, the
council fulfils the following functions :

Supervises the formulation of the general economic and
social development plan as well as the annual plans;
Defines the economic, financial and currency policies
that guarantee ihe adequate implementation of the

plan;

Supervises the formulation of the State's annual draft
budget within the general framework of the economic
and social development plan;

Defines the principles to be followed in implementing
the development plan and studies projects, recom-
mendations and other matters relating to the plan;

Supervises the progress made in implementing and
financing projects; studies the obstacles encountered
and takes the necessary measures to overcome them;

Ratifies contracts for implementing projects whose cost
exceeds LS 1 illion, and all contracts enjoying
credit facilities.

The Ministry of planning is the central technical
planning hody which serves as the link between the
higher political authorities, such as the Council of
Ministers and the Supreme Plamning Council, on the
one hand, und the executive authorities such as the
ministries and public departments, on the other. It was
created by law No. 194, 1938, and re-organized by law
No. 120, of 11 May 1959, Under that law, the Ministry
of Planning undertakes the following :

Formulation of comprehensive long-term plans em-
bodying defined major targets for accelerating eco-
nomic and social development ;

Mobilization of public and private resources to imple-
ment proposed plans, which are divided into a num-
ber of specific stages in which the required rate of
development and means of achieving that rate are
indicated ;

Distribution of progranmes and projects whose imple-
mentation will take a definite number of years over
the different stages of tle plan;

Division of the plan into annual plans ; .

Preparation of recommendations, proposals and legisla-
tion drafted in the light of studies and statistics to
ensure the implementation of plans ;

Follow-up of progress in the over-all plan and its
various stages, and periodic revisions and adjust-
ments ;

Preparation of statistics, especially those necessary for
the formulation of comprehensive plans and develop-
ment programmes ;

Organization, co-ordination and supervision of technical
assistance offered by the United Nations and its
specialized agencies, or by public and private foreign
organizations and institutions.

The Ministry of Planning, in accordance with the
provisions of legislative decree No. 205 of 11 December
1961, and decree No. 50 issued by the Ministry of
Planning on 24 March 1964, is composed of the
following directorates: statistics and Census; economic
and social planning; programmes and follow-up; tech-
nical and _economic assistance; administrative and
financial affairs.

The central technical planning machinery is assisted
by planning units in the ministries and public depart-
ments (previously this function had been assumed by

committees), Legislative decree No. 97 of 3 July 1963
provided for the establishment in cach ministry or
public department of a planning unit to be attached
directly to the minister and headed by the secretary-
general or an assistant secretary-general in the minis-
tries, and by the director-general or his deputy in the
public departments.

These units are established by a decree issued by the
minister or director-general concerned. Their function
consists of collecting data and statistics, and preparing,
studying and analysing reports on the progress achieved
in development projects in accordance with forns and
models laid down by the Ministry of Planning.

Decree No. 38 of 20 October 1963 issued by the
Supreme Planning Council provided for the establish-
ment of planning committees in exch mohafazat. These
committees are headed by the mohafez (governor) and
have a membership of at least ten, representing official
bodies and various other social and economic groups
in the mohafazat. However, it was stipulated that one-
third of the members of the plantting  committces
should represent the private sector.

The commiittees are to be established by decree of
the mohafez, to undertake a study of the human and
material resources available in the mohafazat, and
recomtnend viable economic and social projects for
their exploitation. The reports and recommencdations of
these committees will be submitted, through the Minis-
try of Planning, to the sectoral preparatory committecs
for study and consideration in the formulation of the
over-all plan,

By decree No. 10 of 19 September 1963, the Supreme
Planning Council created preparatory commnittees for
each of the following sectors: irrigation and land
reclamation, agriculture, industry, mining, petroleum,
electricity, transport and communications, culture,
guidance, education and health services, public utilities,
housing, social and labour services, public administra-
tion and municipalities. These committees are to be
established by decree issued by the minister concerned,
subject to the approval of the Ministry of Planning.
Each committee is headed by the secretary-general of
the ministry whose field of activity lies closest to the
relevant sector. Meetings are attended by a member
designated by the Minister of Planning to represent
the ministry, and by one or more members representing
the private sector.

The committees are concerned with the formulation
of over-all long-and medium-term plans, as well as
with annual plans, and with the collection of data and
the preparation of studies in the sectors within their
competence. They are established by decree of the
ministers concerned, with a membership of between
ten and thirteen. They are empowered to form sub-
committees to study matters which cannot be handled
by the main committee.

DEVELOPMENT OF THE BASFS OF INDUSTRIALIZATION

Power

The developinent of electricity is a factor of major
importance to the general development of Syrian indus-
try. Electric power is used in a number of industries,
especially the manufacturing industries which predom-
inate in Syria. The following figures show the develop-
ment in the consumption of electric power between
1956 and 1964 :
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Per capita consumption of electric power (kWh/year)

Yeor Consumption
1986 .. ... 41
1957 . 56
1959 .. 64
1960 . ... ... 67
1961 76
1962 . .. 86
1963 . . 86
1964 . 91

A comparison of these figures with corresponding
figures for developed countries such as Switzerland
(2,085 kWh/year) or Western Germany (1,950 kWh/
year) indicates the extent to which Syria lags behind
in the field of economic development.

The industry has been characterized in recent years
by the multiplicity of projects and companies engaged
in the generation and distribution of electricity, and
in the number of government supervisory agencies. This
has resulted in a wastage of power, a dissipation of
effort and in discrepancies in rates and regulations,

In order to organize this vital activity, legislative
decree No. 8 of 11 January 1965 nationalized all
electricity companies and established the Public Or-
ganization for Electricity to supervise the industry
throughout the country. To that end, the new organ-
ization was divided into the following five districts:

The southern district, with Damascus as centre,
covering the city of Damascus and the mohafazats
of Damascus, Dara’, Suweida and Quneitra;

The middle district, with Homs as centre, covering
the two mohafazats of Homs and Hama;

The northern district, with Aleppo as centre, covering
the two mohafazats of Aleppo and Idlib;

The eastern district, with Deir Ez-zor as centre, cover-
ing the mohafazat of Deir Ez-zor;

The coastal district, with Latakia as centre, covering
the mohafazat of Latakia.

The duties of the central administration of the Public
Organization for Electricity include the following:

General and detailed studies of power generation and
distribution installations of 20 kv or more;

Implementation of projects relating to the installations
referred to above;

Supervision of the implementation of projects carried
out by the districts;

Guidance and organization, and matters pertaining
thereto;

Investment operations; technical, administrative and
financial control of investment operations in the dis-
tricts,

District directorates are responsible for the following:

Studies relating to voltage up to 20 kv;

Implementation of projects relating to

wer generation
and distribution installations of 20

or more;

Participation with the central authorities in the execu-
tion of projects assigned to the latter;

Investment operations,

Electric power generating facilities in Syria are
varied and are distributed all over the country. They
comprise steam generators, diesel generators—varying
from the smallest units to those exceeding 3,000 steam
hp—and hydroelectric installations.

Table 3 shows the installed capacity in each of Syria’s
electricity districts, and the development of this capacity
since 1956,

Table 3
A. Installed caparity in each of Syria's electricity districts

Installed capacity (AW) Prrcen-
tage
Hydro- of
electric  Diesel Steam Total sotal
Southern district 7,000 13261 45000 65261 270
Middle district .. 7000 5200 30,000 42200 17.0
Northern district —_ 17,905 25000 4295 170
Eastern district . . — 6,915 — 6915 28
Coastal district .. —_ 6,732 —_ 6732 27
Industrial estab-
lishments ... .. — 61926 10,000 71926 288
Other govern-
ment establish-
ments . .. . — RN — 12,311 50
TotaL 14000 124250 110,000 248250 100.0
B. Development of installed capacity
Yeor 1 n.vlal(l;c:y r)andty Vear 1 n:lal(l;dw c)orml,
1956 . ..... 51,392 1961 . . 129,265
1957 .. ... 71,051 1962 . . 186,067
1958 ..... 105076 1963 221,254
1059 ... ... 94,751 1964 . 208,329
1960 ... 120,264 1965 . . 248,250

The power used at present has a voltage of 110-190,
except in industrial establishments and in some
electricity branches where voltage has a range of 220-
380. The southern district has started to introduce the
220-380 voltage system in some of its networks. It is
noteworthy that the 110-190 voltage system calls for
an increase in the length of medium-voltage networks,
the number of transformation stations, and certain
other modifications which will increase costs and lower
efficiency.

On average, medium voltage equals 6.75 kv, with
some lines operating on 13.5 kv. Both lines, however,
are irregular. The Public Organization of Electricity,
upon the recommendation of a French company, has
adopted 20 kv as an average, with the neutral connected
to the ground. This will enable the networks to carry
large quantities of electricity at lower costs.
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Table 4. Production and consumptions of power, number of subscribers and Population
in Syria, 1956-1964

Consumption

Rutio of industrial

(liuhting and Industrial Tatal consunption to
Popnlation Production transportation) conswinption consiumption totad consumption
Year tmill:ons)  omibh) (miVh) onli mith) Porecutage)
1950 .. 4.025 165,710 90,596 46,692 137,288 34.0
1957 ... 4.145 262,142 95,562 136,777 232,339 58.5
1958 . .. 4.421 292,669 105,790 152,819 258,609 590
1959 ... 4657 334,381 122,285 177,358 299,643 9.1
1960 . ... 4.841 368,209 123,288 209,562 332,850 63.0
1961 ... 4972 430,789 139,885 241,948 381,833 633
1962 . . 5180 502,399 153,604 292,066 445,670 65.5
1963 . . 5.308 524,997 167,213 387,663 454,876 63.2
1964 5.467 574,181 179,870 319,545 499,215 63.9
Index numbers (1956 = 100)
1956 . .. .. 100 100 100 100 100 100
1957 ... 103 158 105 293 170 172
1958 .. ... 110 177 115 327 188 174
1959 .. .. 116 202 135 380 218 174
1960 ... ... 120 222 136 449 242 185
1961 .... .. 124 260 154 518 278 186
1962 ... ... 129 303 170 626 325 192
1963 ... ... 131 317 185 616 331 186
1964 . 136 347 198 684 364 186

Lately, a number of studies have been conducted to
determine the magnitude of the new generating facilities
that should be added to those in existence in order to
meet the rapidly growing demand for electric power.
These studies have shown that it is necessary to limit
purchases of small diesel units in favour of steam
generators which have a larger capacity, and to extend
the electricity network to the various consumption
centres.

The Public Organization for Electricity in Syria
has set the following targets for the electricity sector
under the five-year plan, 1966-1970:

Follow a unified policy providing large towns with
electric power by building a main network that would
link these towns together ; the main generation centre
to be located in Homs because of the economic
advantages peculiar to the site;

Extend electricity to small towns and villages so as to
cover the major part of the Syrian countryside;

Provide consumers with a regular and adequate supply
of electric power.

Thus the programme for expanding the generation
of electric power during 1966-1970 includes the
following :

Installing a steam-generating unit having a capacity of
30 mW in Homs during 1967 ;

Installing a second steam-generating unit with a
capacity of 30 mWV in Homs early in 1968;

Installing a third steam unit with a capacity of 30 mW
in Homs during the first half of 1968;

Installing a number of diesel units to provide distant
villages with electricity, and expanding existing
generation facilities as the need arises.

[nvestment allocations for the electricity sector were
estimated in the five-year plan, 1966-1970, at LS
237.63 million, or about $59.4 (converted at the average
rate of $1 = LS 4.0).

Table 5. Distribution of investment allocations for the
electricity sector

Investment
Pevcentage
Project (LS million) (3 million) of tota

Main network and its

generation units® . 81.69 204 44
Projects for lighting

the Syrian country-

side e 26.00 6.5 109
Projects of internai

distribution of

electric power ... ... 2550 6.4 10.7
Distribution projects . . 95.16 238 40.0
Complementary projects 9.28 23 39

ToraL  237.63 594 1000

* Instailations of the main network consist of @ the transmis-
Damascus-Homs-Aleppo, having a length

sion line connecting
of about 220 km and a voltage of 230 kv; four main trans-
; and three

formation centres in Damascus, Homs and Ale,
steam-generation units with a capacity of 90 mW,

At the end of 1964, the number of persons emplo
in the electricity sector was estimated at 3,600. This
number is expected to rise by the end of the plan, in
1970, to about 4,200,

Income arising from the execution of
is estimated at LS 75 million,
of LS 15 million,

Transport and commumications

: these projects
Le. at an annual average

The geographic location of the Syrian Arab Republic
derives its importance from the fact of being a meeting
point between east and west. Syria’s land is fertile and
rich in natural resources, but its transportation system
is poor. The development of its transport facilities is
necessary for the promotion of the country’s internal
and external trade as well as for the transit of goods
across its territory,
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Transport and communication facilities may be
classified as follows: inland transport, consisting of
railways and motor roads; airways; waterways, and
telecommunications.

Railways .

The length of the Syrian railway network is 855 km.
Bearing in mind that Syria has an area of 185,000 km?,
we find that there are 4.05 km of lines for every 1,000
km? This ratio is small compared with those of other
countries. The following figures, based on statistics for
1950, show the number of kilometres of railway per
1,000 km? of territory in four industrialized coumntries:
Belgium, 161 km; United Kingdom, 100 km; France,
75 km; United States, 45 km.

Syrian railways are of two types: ordinary gauge
and narrow gauge,

Ordinary-gauge lines cover a total of 548 km and
consist of :

The line extending from Tel Kojak on the Iraqi border
to Kamishli on the Turkish border, with a length of
82 km;

The line extending from Jopanbey on the Turkish
border through Muslimia to Aleppo, with a length of
64 km;

The line extending from Muslimia to Midan Ekbes on
the Turkish border, with a length of 103 km;

The Aleppo-Homs-Akkar line on the Lebanese border,
with a length of 260 ki ;

The Riyak line, extending from Homs to the Lebanese
border, with a length of 39 km.

Narrow-gauge lines cover a total of 314 km and
consist of :

The line extending from Damascus to Sergaya on the
Lebanese border, with a length of 67 km;

The Hejaz line, extending from Damascus-Dar’a and
the Jordanian border, and from Dar’a to Himmeh,
with a length of 247 km.

These statistics reveal clearly the weakness of the
Syrian railway network, not to mention conipetition
from motor vehicles.

Motor roads

By the end of 1964, the length of motor roads usable
throughout the year was 8,389 km, consisting of 5,590
knt asphalted roads; 915 km paved, non-asphalted
roads, and 1,878 ki levelled roads. Thus for every
1,000 km? of the country’s areir, there arc 45.3 km
usable roads. Again, this ratio is small in relation to
Syria’s present and future needs.

Table 7. Length of motor roads in Syria, 1960-1964

(In km)
Paved non-
Asphalted asphalted Levelled

Year roads roads rouds Tetal
1960 ... ... 4,170 660 2,780 7,610
1961 . ... 4,094 1,109 1,970 7173
192 .. .. 4,763 788 1,879 7,430
1963 .. ... 4,926 898 2,062 7.886
1964 .. ... 5,596 91§ 1,878 8,389

The types of motor transport availuble as of the
end of 1964 are shown below.

Type Noumber

Taxis and private cars ............ 26,635
Buses ................. ... ... 1,676
Trucks ......................... . 10,550
Pick-ups ................... ... 1,477
Tank trucks ...................... 675
Jeeps ... ... ... ... 384
ToraL 41,397

Postal and telecommunication services

Table 8 shows the development in the number of
post and telegraph offices between 1956 and 1964,

Type Ordinary gauge Narrow gange Total Table 8. Post and telquph o.u', 1958-1984
Automotrices . ... 4 4 8
Locomotives .. ... 41 35 76 Telegraph
Goods cars ...... 985 452 1437 Yeor Post offices ""‘“
Passenger cars . .. 50 4 97 1956 . ... ... 282 209
Tank cars ....... 107 25 132 1987 . 282 213
Other cars . ... ... 48 22 70 198 ... ... .. 309 213
1959 ........... 290 212
1960 ........... 29 212
Table 6. Railway trafic, 1900-1964 we 205 212
1 ds (ton/k 1962 ........... 308 0
A In goods (tonfkm) 1963 . 318 21
Yeer Ordinary penge Narrow gauge Total 1964 ... 352 21
1960 .... 82,849,886 24,286,266 107,136,152 Table 9 contains statistical data on the telephone
1961 ... 59,633,214 17,339,063 76972277 system between 1958 and 1964.
1962 ... 77,413,572 16,780,357 94.193929
1963 .. .. 75,484,377 12,177,027 87,661 404 Table 8
1964 ... 84,822,785 18,653,858 103,476,643 A. Number of telephone exchanges and lincs, 1958-1964
B. In passengers (passenger/km) Automatic Mannal Automatic  Manual
Year exchunges cxchanges  Total lines lines Total
Yeer Ordinary gange Narrow gauge Total 1958 . ... 5 141 146 29,676 4,871 34,547
1959 ... 5 80 85 30,890 5120 36010
1960 24,575,662 17,276,029 41,851,691 1960 .... 5 77 82 33722 $,163 38,885
1961 ... 31,222,620 15,705,590 46,928210 1961 .... S 78 B3 34349 6282 40631
1962 .... 36,719,252 18,693,150 55412402 1962 ... 5 76 81 35366 6413 41779
1963 36,452,705 19,465,087 §5,917,794 1963 .... 5 72 77 40,518 7975 48,493
1964 38,063,856 22,292,067 60,355923 1964 ... S 75 80 45238 9,105 54,342
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Table Y (continued) comprehensive surveys. The construction of these
R, Automatic telephones in cities, 1964 roads w.'" be financed with anoghqr loan from the
International Development Association.
Averane Tabie 10. Projects for motor roads in the second five-year
of yearly plan, 1966-1970
Existing Numb-r of appiications
City capacity subscribers 1959.1965
Aliocations
Damascus 30,000 22,301 3,000 . —— -
Zabadan 1.000 492 39 Project (L.z_nllln ") (3 million)
Aleppo 17.400 14,966 2,000 Financing of road operations
Houns 3,800 2615 425 with the participation of the
Hama 2,600 1,993 200 International Development
Latakia 3.200 1,986 330 Association ... . ... 56.65 14.2
Deir-cz-Zor 1,500 885 163 Strengthening and widening
- R — —_— the existing network of inter-
Tora 59,500 45,238 6.177 vational and first-class roads 22.00 5.5
Paving and covering with
Rm'}way projects asphalt sections of inter-
S . . national and first-class roads  24.00 6.0
From the foregoing it is clear that the Syrian railway Building of new roads
network s ina(!eqnate and unable to nieet the new (rural development projects)  30.00 7.5
demands resulting from the economic and social  Expenditures under the
developments that have taken place in the country. New World Food Programme
lines have to be built to develop the network. The agreements e 20.00 50
principal projects envisaged are listed below. Machinery and spare parts . .. . 5.00 12
A line is to be built linking Latakia- Aleppo-Kamishli TotAL  157.65 394

(passing through Deir-ez-Zor) with a length of about
766 km (Latakia-Aleppo = 206 km : Aleppo-Kamishli
= 560 kms). The cost of the project is estimated at
about LS 385 million or $96.3 million (converted at the
average rate of $1 = LS 4.0). In 1960, work started
on the first section of this project, i.e. Aleppo-Latakia,
at an estimated cost of about LS 203 million, as part
of the technical assistance agreement concluded be-
tween Syria and the Soviet Union in 1957. So far,
only LS 44.9 million have been spent on this project,
which is very important to Syria because it links
Latakia to Aleppo city and the Jazireh area, the
principal producer of agricultural crops in the country.

The 260 km line linking Aleppo-Homs-AlI'Akkari is
to he renewed. The cost of this project is estimated at
abont LS 97 miilion or $24.3 million (converted at
the average rate of $1 = LS 4.0).

A 220 km line is to link Homs with Damascus® at
an estimated cost of about LS 113 million, or about
$28.3 million (converted at the average rate of §1 =
LS 4.0).

The sum of LS 583.36 million, or $145.84 million
(converted at the average rate of $1 = LS 4.0), has
been allocated in the second five-year plan for invest-
ments by the Public Authority for Syrian Railways,
Motor road projects

Because of the high cost of building good roads,
the State has sought to finance them by means of long-
term external loans. A loan agreement was signed with
the International Development Association on 24
February 1963. This agreement, which was approved
by legislative decree No. 39 of 5 March 1964, aims at :
Ensuring the financing of the studies needed to carry

out a comprehensive survey of Syria’s need for

roads ;

Improving two of the most important roads, i.e., the
lgamascus-Aleppo road, which is the main north-
sonth road in Syria, and the Aleppo-Raqqa road, on
which the agricultural produce of the eastern agricul-
tural area is transported;

Preparing final studies and designs for 600 km of main
roads to be determined later in the light of the

Postal and telccommuniration services projects

The five-year plan includes a number of projects in
this sector estimated at LS 100.99 million, or about
$25.25 million (converted at the average rate of $1 =
LS 4.0). Among the projects included are : internal and
external telephone networks, inter-town telephone net-
works, telegraphic networks, rural telephone networks,
telegraphic equipment, transportation for postal ser-
vices, buildings and other installations.

INDUSTRIAL poLICY

Introduction

Industry plays an important role in the country’s
economic development because of its varied scope and
aims, such as: the efficient utilization of domestic
natural resources; transformation of a large number of
raw materials and semi-manufactured articles into final
products ; provision of employment and creation of an
experienced and skilled work force; promotion of self-
sufficiency in the sense of reducing dependence on
imports, and expansion of export possibilities; pro-
vision of employment opportunities for indigenous
specialists in their specific fields of competence, and
growth in national income,

If industry is to achieve its goals, suitable machinery
must exist to handle matters pertaining to it. Until a
few years ago, the Syrian Arah Republic lacked such
machinery. Law No. 212 of 8 December 1958, amended
by presidential decree No. 903 of 1] June 1966,
established a Ministry of Industry to deal with matters
relating to industry and the mineral resources of the
country,

The establishment of the ministry was the first step
taken to organize this field. It was followed, however,
by a number of other important steps. The public
interest called for the establishment of a number of
public bodies constituting legal entities and enjoying
administrative independence. The main objective in
giving these agencies financial and administrative
independence was to motivate them to undertake
serious and fruitful work with flexibility and vigour
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and to be able to achieve their aims independently of
any government routine.

The first body to be established was the Public
Petroleum Authority, created in accordance with
legislative decree No. 113 of 22 November 1961. A
number of other authorities were later established,
among them the following: the Public Authority for
the lixecution of Industrial Projects, established by
legislative decree No. 156 of 4 Dccember 1961; the
Nasr Television Company, established and attached to
the Public Authority for the Execution of Industrial
Projects referred to above ; the Public Organization for
Electricity in Syria, established by legislative decree
No. 8 of 11 November 1965 ; and the General Authority
for the Public Industrial Sector, established by legis-
lative decree No. 84 of 13 May 1965.

Functions and structure of the Ministry of Industry

The functions of the Ministry of Industry were
broadly defined in the law establishing it as covering
all matters relating to industry and the country’s
mineral wealth. The ministry is to:

Supervise and raise the standard of the different indus-
tries through increased productivity, improvement in
quality and lower costs of production;

Carry out all matters relating to the mining industry
by determining the location of mineral deposits and
the manner of conducting exploration and exploita-
tion ;

Guide industries within the frame-work of the indus-
trial development programmes by suggesting mea-
sures that will achieve the aims of such programmes
through legislation, encouragement, protection or
other means;

Collect statistics on industrial establishments, industrial
production and the different types of factors of pro-
duction;

Concern itself with matters relating to the needs of
industry, such as formulating industrial vocational
training programmes; promoting industrial products
by issuing brochures and participating in the holding
of international fairs and exhibits, etc.;

Organize and supervise chambers of industry.

The central administration of the Ministry of Indus-
try consists of the following directorates: industrial
control and supervision; industrial organization; pro-
ductivity and vocational training; geological and
mineral research; quarries, mines, salts and fuel. Under
law No. 212, the Minister of Industry is authorized to
define in detail the functions of the departments in each
directorate in the light of the country’s needs.

Following the adoption of socialist measures provid-
ing for the nationalization of the main sources of

roduction in Syria, the General Authority for the
ublic Industrial Sector was established to deal with
all matters relating to industry. As a result, it became
necessary to reorganize the Ministry of Industry in
line with the new changes and the new government
plans in the sector. The subject is now under discussion.

Laws for the regulation, encouragement and control of
sndustry

Industrial legislation in the Syrian region includes
the following:
Law No. 82 of 19 March 1959 on the application of
the provisions of law No. 21 for 1958 to the Syrian

region;

Law No. 21 of 1958 on the regulation and encottrage-
ment of industry, containing provisions relating to
the licensing of industrial establishments; deter-
mining specifications for industrial products and raw
materials, and encouraging and supporting industry ;

Legislqtive decree No. 103 of 7 August 1952 on grant-
ing industrial establishments certain tax exemptions
and privileges, including :

Exem[}tion of new factories from the real estate
tax for six years, from the income tax for three years
and from the “temettu” tax for six years;

Exemption from the income tax of all reserve
fund§ .a]located for expansion, provided that certain
conditions are met;

Exemptions from customs duties on machinery,
equipment and tools imported for use by enterprises;

Legislative decree No. 245 of 16 May 1952 on trade-
marks of certain national and foreign products;

Legislative decree No. 138 of 8 October 1953 on
fraudulent practices in the manufacturing of indus-
trial products.

The Industrial Bank

It has been mentioned at the beginning of the report
that the scarcity of foreign industrial products and the
rise in the prices of those products during, and im-
mediately following, the Second World War were
important factors contributing to the development of
industry in the country. Windfall profits in industry
attracted considerable national capital, resulting in the
establishment of a number of new factories.

After independence, the State contributed further to
the growth of industry by emphasizing the importance
of the industrial sector to the national economy.

Owing to capital shortage in the industrial sector,
and because commercial banks confined their activities
in this field to the extension of credit in the form of
operating capital only, such growth could not have
been sustained. The State decided to intervene and
in 1949 issued law No. 139, allowing the Ministry of
Finance to guarantee long- and medium-term loans to
industrial joint-stock companies for periods ranging
from five to ten years, at a rate of interest of 3 per
cent per annum.

This legislation proved inadequate to meet the
demands of industry for long- and medium-term capital
because it Jacked flexibility and comprehensiveness. An
Industrial Bank was therefore established under law
No. 177 of 1958, later amended by law No. 31 of 1959.
This law provided for the establishment of the Indus-
trial Bank as a joint-stock company with a capital of
LS 12 million. Its objectives were defined as follows :

(a) To extend medium-term loans for periods not
exceeding five years, and long-term loans for periods
not exceeding ten years;

(b) To extend short-term credit and loans for
seasonal financing;

(¢) To participate in the establishment of national
joint-stock industrial companies;

(d) To purchase shares and bonds of national indus-
trial companies;

(e) To provide technical advice to industrialists;
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(f) To carry out all banking operations relating to
industry.

The bank’s credit operations since its inception are
shown in the table 11.

Table 11. Credit operations of the Industrial Bank according to their duration, 1960-19¢4

(LS 000)
Short-term  Percentage Moedium-term Doveentuge  Long-term Prrcentange
Total loans due of total loans due of lotal louns due of total
credit soithin 2) + (N within (4) + () within oy 4 (N
End of extended one year < 100 Ave years x 100 ton vears BN 1]
year H (3 h h (%) (6) 7
1960 ... ... 48 11,930 48.10 9,903 39.91 — —
1961 = . .. 26.2 12,557 47.90 10,844 4137 — —
1962 282 9,077 33.35 13,438 46.62 0.380 1.34
1963 . 338 14,951 44.23 13,461 39.82 0.873 2.57
1964 . . 357 14,530 40.73 14,200 39.78 0930 2.60

The above figures indicate clearly the important role
played by the Industrial Bank in the financing and
development of the industrial sector,

Productivity and Management Development Contre

Syrian industry was founded, developed and ex-
panded without the benefit of scientific and technical
studies in the fields of public administration and tech-
nical and financial management. For this reason, the
Ministry of Industry considered it essential to establish
a centre for the development of management and
productivity to train those engaged in industry, at all
levels, in management, production and supervision
methods as applied in the industrially advanced coun-
tries.

The Ministry of Industry submitted to the Special
Fund of the United Nations a request for technical
assistance to establish such a centre. The Special Fund
agreed to participate in this important project and, on
11 November 1965, the agreement was signed between
the Syrian Government (Ministry of Industry) and
the U};lited Nations (Special Fund and the Interna-
tional Labour Organisation).

The total cost of the project is $1,077,350, or LS
4,309,400, distributed as follows:

Contribution of the

United Nations Special Fund
Contribution of the

Syrian Government . .. ... .

$490,800 (or LS 1,963200)
$586,550 (or LS 2,346,200)

Implementation is to take place over a period of
five years, with the International Lahour Organisation
designated as the executing agency.

The objectives of the project consist, briefly, in
providing training in industrial engineering; industrial
cost accounting; management and organization; mar-
keting and selling operations; instructing supervisors;
productivity in the spinning and weaving industry.

These objectives cover the most important activities
in fields so vital to Syrian industry because of the need
to raise its technical, managerial and productivity
standards.

Centre for Industrial Rescarch and Experimentation

By virtue of legislative decree No. 71 of 25 March
1963: the Centre for Industrial Research and Exper-
imentation was established in Damascus to serve indus-
try in a number of fields. The purposes of the centre
are to:

Improve the quality of industrial products by providing
industrial enterprises with technical studies, prepar-
ing studies on specifications, calibration, and mea-

surements, carrying out tests and analvses on indus-
trial raw materials and products, and conducting
applied research in he various aspects of industry ;

Guide industry in raising the quality of products and
the level of productivity and assist in the installation
of testing equipmient in factories ;

Assist in research and development activities, particul-
arly in connexion with the utilization and exploita-
tion of local raw materials on the largest possible
scale ;

Carry out the research necessary for the development
and co-ordination of industrial development institu-
tions programmes, and supply industrial establish-
ments with technical and economic assistance ;

Train technicians and persons engaged in industry in
the activities of the centre. In this area, there is to
be co-operation hetween the centre, the universities
and the colleges.

The centre includes the following branches : specifica-
tions and information; chemistry and textiles:
mechanics and electricity ; supervisory ; technical and
economic studies ; financial and administrative affairs.

The Centre for Industrial Research and Exper-
imentation is one of the projects implemented with the
help of the United Nations Special Fund. The agree-
ment for this K)['oject was signed between the Syrian
Government (Ministry of Industrv) and the United
Nations (Special Fund and the United Nations Fduca-
tional, Scientific and Cultural Organization (UNES-
CO)) on 26 March 1965. The total cost of the project
is $2,539,199, or LS 10,156,796, distributed as follows :

Contribution of the

United Nations Special Fund
Contribution of the

Syrian Government . .. .

$989,009 (or LS 3,9%,39)

$1.550,100 (or LS 6,200,400)

The project is to be implemented over a period of
five years, with UNESCO as the designated executing
agency. Implementation hegan following the signing
of the agreement.

It is worth mentioning that {' centre is the first
project of its kind to be undert.xen in the Syrian
region, and the authorities, fully realizing the country’s
pressing need for this vital project, are doing their
utmost to ensure its success and to raise its level to
that of similar centres in advanced countries.

Vocational training

In 1960, the Syrian Arab Republic, like most other
developing countries, formulated a project for voca-
tional training comprising the establishment of two
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training centres in Damascus and Aleppo, with ten

training units in the main industries: spinning and

weaving, metals, electricity, construction and carpentry,
printing, car repairs, etc.

The centres were established to meet the nced to
create a skilled work force, in line with the country's
industrial development programme, in order to raise
productivity, increase and improve the quality of out-
put and consequently ruise national income and the
standard of living. The whole project should Lave been
completed during 1965, However, this did not prove
possible. The Ministry of Industry has exerted con-
siderable effort to push forward the implementation of
the project. As a result, it became possible by the end
of 1965 to begin actual training in the electricity unit
of Damascus. It will not be long before the other units
start training workers in other fields.

In trying to achieve their objectives, these centres
use the following methods of training:

Industrial apprenticeship; the duration of this type of
training is three years;

Intensive training ;

Special training seminars.

In the early stages, training will concentrate on the
second and third methods. Use of the industrial
apprenticeship method will be temporarily delayed.

The Directorate of Productivity and Vocational
Training in the Ministry of Industry has made a num-
ber of attempts in the direction of manpower survey.
In particular, it has:

Carried out a census of persons engaged in industry
(unfortunately, a number of circumstances made 1t
impossible to obtain accurate results);

Obtained statistics available at the Admimstration for
General Mobilization covering all branches of indus-
try;

Obtained statistics from the Social Security Depart-
ment and the Ministry of Labour and Social Affairs;

Studied the industrial registries. The results of this
study are currently being checked by the authorities
directly responsible for the industrial sector. The
results obtained from a sa survey conducted by
the Ministry of Planning and the Ministry of Labour
and Social Affairs show the numbers of persons em-
ployed in industry as follows :

Yeor Number of persons
1960 . 85.7%4
193 .. 97,452
1964 ... . ... 96,087

The vocational training centres will ultimately be
able to provide training for the following numbers of
workers and technicians:

Industvy (ll'*"‘;o.::;/’l:v"h)
Spinning and weaving .................. 200- 2%
Motor cars ........ .. ................ 100- 150
Eleetricity ........ .................. 100- 150
Electronics 100- 15
Construction and comwnerce ..... ... ..... 200- 2%
ToraL 950 - 125

It may be too early as yet to aseess the results of
this project. However, the studies conducted by the

authorities concerned indicate the presence of an urgent
need for vocational training in all sectors, and not in
the industrial sector alone. Nince the general policy of
the State is concerned with the quality of the country's
labour force, it is natural for the State to attempt to
rglise the educational, social, behavionral amd profes-
sional standard of the working pupukation, which will
thus be better equipped and able to participite more
fully in the development of their homekind.

Investment in the ndustrial sector

The statistical information available at the Ministry
of Indwstry indicates that the capital invested in the
industrial sector constitutes a small proportion of the
total investments in all sectors. It amounts to LS $41
million, or about $135.3 million (converted at the
average rate of 81 — LS 4.0).

Table 13. Capital invested, number of entablishments and
number

r of peisons employed, ineipal braneh of
industry, end 1964 b -

Capitad invested  Proroen- ,
— taae Numb -y of Number of
Branch of industry md‘lll;fn) im'lgl’m:) h‘r)fnl ”;;’lhuht‘th |’D:‘;l,t(f,::‘
Spinning and
weaving 202 %0.3 374 2,027 18,970
Engineering
(including
electricity) . 73 183 138 558 9,84
Chemicals . 117 293 216 347 7403
Foodstuffs . 8 210 15.8 1,412 12618
Petroleum 63 16.2 120 1 T00
Tota 541 1353 1000 4345 4082

The capital investe. in industry in 1953 amounted to
only LS 287 million; thus the increase in the capital
invested in industry during 1953-1964 was of the order
of 88.5 per cent.

Table 13 illustrates the main industries in Syria, the
number of establishments in each branch of industry
and the ratio of the capital invested in individual
industries to the total invested capital in each branch
of industries.

Tohls 18 Main industiries, number of entablishments snd
ratio of capital invested in individual industrios to total
invested In cach brameh

Number of iuzmd.'l:mb
enabiss 2 totel
1. Spimning and weeving

Cotton gimming . ... . 116 177
Cottom yarn .. ... .. 9 239
Cotton fabrics ... . . 147 11.2
Mechanical silk fabrics . 1,266 P4
Mechanical wool fabrics . L 41
Nylon socks . 7] 28
Nylon stockings ... . 6 1.5
Wool (knitted) . . ... 199 43
Cotton (knitted) o 75 23
Printing and dyeing of fabrics 2 73
Nylon theeads . ... .. .. . 1 (Y3
Mechanical carpets . ... . . 2 1¢
Other . .. ... . . M 18
Tovar 2027 100.6
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 § ries, namber of cstablichments and Toble 14 Number of notisnclined indusirics, capital in-
ratle of capital invested in individusl industries to itetal vested and persens employed, 1988
(sondinued)

Noamber of Number

Nmber o s 080 21 el Industry Cnte” (LS i) Toviowed .
estabisshmende doval
-—  Spinning and %
. L . weaving “ 96.00 149
2. Engineering indusiries Fngincering 10 1373 778
. . Chemicals » 72.% 4,579
gﬁ:’f power generation . ‘: ’3; Foodstuffs 19 ®u 3
Plywood . . 1 (¥ ]
Compressed wood " 14 ToraL 103 231.%9 24,094
Tin contaimers » 33
Cignrette pager . .. .. 1 14 Table 15. State-ewned industries
Nails and screws .. é 18
Metallic furniteee .. . . be) ;.: Nomber of Copival d”'*
Marvie sawing 1 27 o by oo s Rlen T
Tobacco and tom-
Am ml ” l‘ Petrolewss (Hul
MI’.'TWI ............... 1 12 rem) o 1 68.00 20
""""""" y (engineering) . *» F Y 3ei)
Other T g 190 Nasr Television
{ ] 100.0 Co. (em-
Tow 39 ginering) . 1 0% 3%
3. Chemicol industries Torar 8 Yy 7.5
Coment . . [ 1)
Somp . .. ... 3 P 189 Toble . Share of the public sector in industry
Detergents . . $ :;
“Arjoum” oil ’ . Nomber of Nomber
Paimts . . . 1V} 16 Industry edtablioh- W". d'"m
Glass 2 74 et ¢ d
Oxy, b ) L 1] Spinning and
Shoes and rubber produets ] 39 weaving “ 96.00 149%
Plasties ... ... . . . il 16 Enginsering 60 @
Maiches ... ... s 23 Chemicals % 72.% 457
Pharmaceuwticals " 14 Foodotulfs ... .. 2 69.34 6420
mﬂmﬂ' . 11: }.: Petrolewm . . 1 65.00 700
s ... ... B s — —
Percelain 1 11 Torar 187 34578 N
Laundries 2 l:; .
Other .. i _ This brings wp the share of the public sector in the
Tora W 0.0 industrial sector to 63.9 per cent of the total capital
invested in industry.
b Foodnps indusiics Toble 17, Dintribution of sepital lnvested n difforent
Grain milling ... ... 182 22 ' branches of industry
Bocwts K as T, e e
Icoholic beverages . .. .. in
Cuhcm-r::f:rm ] 58 Sector “"m’ e :.5
Tobacce and tombae ) 28 Spinning and
Boer ... ... .. ... 2 42 weaving | . 02 Q8 2
Olive it ... .. .. .. 141 b ¥ ] Engineering 7] [ ¥ ] 92
Vegetables oils ... ... 17 156 Chemicale ....... .. 117 Qe N
Duiry products . 2 12 Foedetulls ) 246 174
Other . ... » 2 Petrolewm o 1000 -—
0.0
S
industrial
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Toble 158. Contribution of indusiry teo natienal income,
1966-1964

(In LS wmillion, at constant 1956 prices)

The above figures show that the income originating
in the industrial sector was constantly increasing during
that period, and that by 1964 it was 75 per cent above
the 1956 level. However, the share of the industrial
sector in national income failed to rise consistently; on

. ] the contrary, it fluctuated from one year to another.
Noveme’  Inden No._indurtrial Inden No. vano ol It may be useful at this point to show the relative
Yoor esimates  (1956=100) “uector (1956100) () o) share of the different economic sectors in national in-
come.
1956 2,445 100 267 100 109 It may be concluded from the following set of figures
1987 2,593 106 288 108 111 that agriculture is the most important economic activity
1958 2244 92 304 114 135 in Syria, contributing the largest share of the national
9% ... 2275 93 315 118 138 income.
1960 2,265 93 k)| 128 151 e .
1961 2,496 102 352 132 14.1 Contribution of industry to employment
:g g';ﬁ }gg ﬁ; }g :gi Table 21 shows the number of paid workers in the
1964 3594 147 &7 178 130 Syrian Arab Republic during 1961-1964 and the pro-
; ' portion of those employed in different sectors of indus-
Table 19. Industrial origin of the national income, 1936-19¢4 (percentages)
Bconemic sector 1956 1957 1958 19359 1960 1961 1962 1963 1964
Agriculture ............... 393 421 324 327 291 332 395 362 39
Industry 109 111 135 138 151 141 122 134 130
Construction ............... 40 29 40 35 52 47 5.7 39 40
Transport and communications  10.5 93 111 112 114 100 91 91 92
Trade .. ................... 153 149 149 141 136 135 132 162 158
Banking and insurance ... .. 18 18 20 20 20 13 1.5 16 14
Ownership of dwellings .. .. 56 56 69 72 7.5 71 58 s8 57
Public administration . ... .. 6.1 61 75 7.8 80 81 7.0 72 76
Services e 6.5 62 77 7.7 81 8.0 6.5 66 64
Table 20. Index numbers for natienal income estimates, 1957-1964
(1956 = 100)
Reonomic sector 1957 1958 1959 1960 1961 1962 1963 1964
Agriculture ............... 114 76 78 69 86 129 125 138
Industry .................. 108 114 118 128 132 145 166 175
Constraction .............. 76 92 81 119 119 185 133 148
Transport and communica-
thoos ................... 95 97 100 109 98 114 118 130
Trade .................... 103 89 8s 82 90 153 143 151
Banking and insurance. . . . .. 109 105 102 102 73 1 120 116
Ownership of dwellings.... 10§ 113 119 124 130 134 140 148
Public administration . .. ... 108 112 119 121 135 148 158 182
Services .................. 102 108 111 116 126 131 138 145
NatioNAL INcoME 106 92 93 93 102 130 135 147
Table 21. Centribution of industry to employment
Number of paid workers Pro aro_i‘ou
Number of Percensgge Percentoge Mannfac- . Mining Prrcentage _::pr'b‘p‘n
paid of :35 of fl"‘...!t turing sn.  Eloctricity and of male in industry
Yoor sworkers 8 workers sworkers dustries  and weter guarrying Total waorkers o total
1961. . 346,556 90.7 9.3 76,858 6,945 1,951 85,754 931.5 24.7
962 ... 334,553 914 86 80,086 6,126 1,468 87,680 95.6 254
1983, ... 410,845 87.4 126 89,091 5,961 2,400 97,452 94.7 237
1984.. .. ... 358,697 91.1 89 84,601 6,095 5,391 96,087 9.3 270
Norz: The above figures exclude paid workers in the construction sector. . )
s Comparing these figures, in particular the 1964 figures, with those mentioned in the section on the general framework
of the industrial sector, we find that the above figures exceed those given fprewiomly by 94 per cent. This could be explained
by fact thet a large number of those working in different sectors of industry were not recorded in the industrial

=



199 Industrial development in the Arab countries

try. This information is based on the results of the
sample survey conducted jointly by the Ministry of
Planning and the Ministry of Labonr and Social
Affairs.

It is clear from the figures in tables 22 and 23 that
the ratio of the labour force to the total population is
relatively low. The figures in table 24 may help to
explain this fact. .

Table 22, Employment in relation to population, 1961-1964

No. of No. of No. of
fersons persons No. of pevsons
employed uncemployed prrsons uncmployed
ot per- as per- Labour employed as per-
centage contuge force as as per- centage
No. of of tutal No. of un- of total  percentage centage of total
Population Labour cmployed ubour employed abour of popu. of total 0PN
Yecar of Syria force persons foree persons force lation population ation
1961, ... ... 4972316 1194479 1086403 90 108,076 10 20 = a8 4+ 22
1962 .. ... ... .. 5179684 1175348 1,099,522 93 75826 7 26 = 212 + 14
1963 ... ... . 5307753 1244760 1,112,319 89 132,441 11 230 = 209 + 21
1964 ... ... ... 5467135 1,264,783 1,120,832 88 143,951 12 231 = 20.5 + 26

Table 23. Employment in industry in relation to population, 1961-1964

Labour force Labonr force

Persons emploved Persons nnem- in industry in industry
Lab(m.r in industry tloved in industry as pcereentage as pereentage
, forcr in of total of total
Year industry No. e No. % labour force population
1961 144,146 134,077 93 10,069 7 120 29
1902 . 149670 140,753 94 8,920 6 12.7 29
1963 176,589 166,039 94 10,550 6 141 33
1964 170,346 158,152 93 12,194 7 134 3.1
Table 24. Ratio of male and female workers to labour force, 1961-1984
Population of Syria Labour force s Ratio of male Ratio of femalc
, i force labonr force
Year Maies Females Males Females to male popniation to female popniation
1961 . 2,546,176 2,426,140 1,024,418 170,061 402 7.0
1962 . 2,649,768 2,529,916 1,028,672 146,676 388 58
1963 2,715,691 2,592,062 1,046,924 197,836 385 7.8
1964 279,129  2,668.006 1037360 227,423 37.0 85§

* This figure excludes the labour forcg employed in the construction and building sector.

These figures show that while the ratio of male
labour to the total male population is a reasonable one,
the corresponding ratio of female labour is extremely
low because of prevailing social conditions and values.
The result is that the total labour force in Syria (male
and female) represents only 23 per cent of the total
population.

We notice from table 25 that about one-half of the
labour force in Syria is engaged in the agricultural
sector.

To determine domestic industry’s role in satisfying
the demand for industrial products, such demand must
itself be determined on the basis of the following
formula: demand for industrial products equals imports
of industrial products less exports of industrial products
plus value ofp domestic industrial output. The contribu-
tion of domestic industry to satisfying the total demand
for industrial products is determined by dividing the
value of domestic industrial output by the total demand
for industrial products.

In the absence of reliable statistics on the value of
industrial production, use will be made of the value
added in the industrial sector. On this basis, it is
possible to reach the results shown in table 26.

Table 25. Diatribution of the labour foree among the
different sectors of economic activity, 1964

Number Number
[) o Total Percensage
employed unemployed labour of
Sector persons persons force total
Agriculture
and fishing = 556,023 79,950 635,973 503
Industry ... .. 158,152 12,194 170,346 134
Construction
and building . . 51,335 21,063 72,398 5.7
Trade ... .. 134,172 3,487 137,659 109
Transportation
and communi-
cations 38,839 4,863 43,702 38
Services ... .. 177,601 8,206 185,807 14.7
Miscellaneous . . 4,710 14,188 18,898 15
ToraL 1,120,832 143,951 1,264,783 100.0
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Table 26. Domestic industry’s share in satisfying demand for industrial products,
1956-1964

Imports Exports Contribution

meyinfactured mepifactured ey b

Year products products Valie Demaud for totul demand

(000 TR A v i

(LS million) tons) (LS million) tons) (LS million) (LS million) (pt'::e::l;c)
1956. ... ... 429 195 94 56 267 602 443
1957....... 369 192 90 53 288 564 510
1958 . ... .. 383 268 78 78 304 709 428
1959....... 414 270 121 98 315 608 518
190.. . ... 473 261 113 75 341 701 486
1961... . ... 398 218 89 63 352 661 53.2
1962 ... .. §13 327 72 80 387 828 46.7
1963.. ... 542 266 69 74 443 916 483
1964. ... ... 481 256 76 52 467 872 535

It may be useful at this point to give some informa-
tion on the export and import trade of Syria during
1956—1964, in order to provide an idea of the position
of the trade balance and of exports and imports of
finished manufactured products.

It should be mentioned that the deficit in the trade
balance is more than covered by invisible receipts and
revenues from the transit of crude petroleum across
Syrian territory. In fact, these receipts and revenues
not only cover the trade deficit but also produce a

Table 27. Trade balance, 1956-1984 surplus.

Table 28. Ratio of exports and imports of finished

Exports manufactured products, 1956-1964

Imports

(LS
Year (LS milison) (§ million) (000 tons) wmiilion) (3 million) (000 tons)

Percentage rotio of

1956 . . 690 191.7 1,206 516 143.3 874 valne of imported Percemtage ratio of

1957 .. 716 171.1 1,188 548 1522 1,140 4 c{-’:::r‘:':d;x::m ;{:fﬁ{ 9 ‘::f‘::::.“

1958 ... 730 2018 1,349 420 1161 680 dn ¥

1950 694 1914 1712 425 1172 412 Yeor toral mport O el eaporte.

1960. ... 858 227.5 2,129 405 1073 357

1961.. . 711 197.5 1,908 395 109.7 397 1986. ... . ... 16.2 18.2

1962 ... 862 231.8 1,905 617 1657 1,164 1987 .. ... .. ... 16.2 164

1963. ... 89 2285 2,046 621 1839 1,260 1958. .. ... . ... 199 185

1964 ... 898 2233 2,202 673 167.3 996 1959 .. ... ... 15.7 24

1960. ... ... . ... 12.3 279

Source: Syrian Arab Republic, Ministry of Planning, statis- 1961. ... ... ... 11.4 25

tical abstract. 1962 ... .. ... 171 116
Note: Figures for 1958-1961 include trade with the United 1963............ 13.0 9.5

Arab Republic. Relation of 1S to $ at free market rates, as 1964 ... ... ... 116 112

published in the bulletin of the Central Bank of Syria, as
follows ($100.00 = LS):

1956 1957 1958 1959 1960 1961 1962 1963 1964
360.00 360.00 361,80 362.60 377.10 360.00 372.31 392.15 402.18

Table 29 illustrates the relative changes in the con-
tribution of industry and other sectors to total exports.

Table 29. Relative contribution of industry and other sectors to exports, 1956-1964

Bxports of raw

Exports of finished materials an
manufacinred semi-mannfac- E1ports of

products as tured products foodsinfis as

Bsports percentage of as percentage percentage of

- total exports of total exports total exports

Yeer (LSV::S‘;:'»”) (%‘; ’::'3) Vaine  Quantity Value Quautity  Value Ouantity

1956. .. 516 874 182 6.4 424 213 394 723
1957. .. 548 1,140 16.4 4.6 47.5 228 3.1 726
1958. .. 420 680 18.5 11.5 55.4 324 26.1 56.1
1959 .. 425 412 284 238 59.8 589 11.8 17.3
1960. .. 405 as7 279 21.1 619 628 10.2 16.1
1961, .. 395 397 225 15.8 6.2 589 83 253
1962........ 617 1,164 11.6 6.9 54.7 287 27 64.4
1963. .. 621 1,260 95 59 64.9 350 256 59.1
1964 .. 673 996 112 6.2 63.9 379 249 5%6.9

=
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These figures clearly indicate that the rise in the
relative share of exports of manufactured products
during 1959-1961 was due to the fall in the relative
share of foodstuffs, which was cansed by poor harvests

Table 31. Value added per worker in industry, 1961-1964

Number of paid Valgu‘ added in Vaine added por
I

and an increased volume of exports of manufactured 1961
products to the United Arab Republic.

Table 30. Per capita value added in industry, 1956-1964

workcrs in industry sworker

Yeor industry (LS million) Ls)
............ 85,754 352 4,104
1962.... . ... .. . 87,680 387 4413
1963.......... .. 97,452 443 4,545
1964..... . ... 96.087 467 4,860

Value added in Per capita vaine
Number of i dded

industry adde
Year population (LS million) (Ly)
1956 .. . 4,025,165 267 66.3
1957 . . .. .. 4,144,980 288 69.4
1958 o 4,420,587 304 68.7
1959, . . . 4,656,688 315 67.6
1960 . 4,840,539 341 704
191 .. ... 4,972,315 352 70.7
1962.. . ... 5,179,684 387 747
1963 5,307,753 443 834
1964 . 5,467,135 467 854

Both the per capita value added and the value added
per worker in industry are low becanse of low pro-
ductivity and redundant labour, a fact which points
to the need for adequate training in order to create
a highly skilled and productive work force.

Industrial growth rates

It is possible to express the growth of industry over
a certain period of time either by means of “index
numbers of industrial production, or by showing the
developments that have taken place in the output of
the principal industries.

Table 32. Index numbers of the output of principal industries, 1957-1964

(1956 = 100)

Type of

industry 1957 1958 1959 1969 1961 1962 1963 1964
Mining and quarrying. ... .. 77 68 75 76 s1 41 36 40
Food and food processing . 95 115 79 138 150 157 173 192
Alcoholic beverages.... . ... 186 207 177 187 188 246 243 255
Tobacco and tombac .. .. .. 94 93 103 112 127 128 139 143
Spinning and weaving. .. . .. 115 123 124 134 139 161 156 206
Rubber and rubber products 143 152 212 215 227 294 368 390
Chemicals ... ..... ... . .. 138 149 189 187 191 217 206 221
Non-metallic industries . . .. 90 124 130 149 152 177 192 174
General index number. . . 112 124 125 143 147 167 173 197

Table 33. Production of the principal industries, 1936-1964

Type of industry Unit 1956 1957

1958 1959 1960 1961 1962 1963 1944

Spinning and weaving

Silk and cotton fabrics...... ... Tons 18000 21000 22000 23000 25000 25625 26,999 25731 31622
Tricot .............. .......... Tons 610 613 635 494 404 500 601 605 728
Wool .. ... ... ........... 000 metres 9§ 119 123 140 157 172 380 339 671
Socks and stockings . .......... 000 dozen 671 469 1,700 972 1,065 1,100 1,128 1,000 1,181
Underwear ... ... ... ...... Tons 775 1,113 1218 80 1,091 1200 1126 1150 1,373
Cotton yarn .. ... .. ... ...... Tons 7952 7965 9327 9500 6737 9937 15324 16273 18113
Silk yarn ... ... Tons 3478 3201 3000 3000 3000 3,000 3823 3326 2828
Wool yarn .................... Tons 221 322 k)] 320 320 320 35 141 278
Chemicals
Cement ....................... 000 tons 326 315 408 447 489 540 607 685 635
Glass ... .. ... .. ... ... Tons 10654 6712 12633 10578 1 5275 10,105 14,704 12,403 9,241
Seap ... ... .. Tons 1,146 17416 18650 25000 25000 25625 26,189 34,329 26,550
Matches . ...... .............. 000 groze 662 736 813 775 700 700 1202 1,172 1,271
Rubber shoes ................. 000 pairs 789 1,128 L198 1673 1,700 1870 2323 2901 3081
Oxygen ...................... 000 m3 174 184 203 251 258 259 336 302 363
Paints ... ................. ‘Tons 500 508 576 1027 1,127 1,150 1,175 732 829
Plasties ...................... Tons — — — 283 574 535 - —_ 1012
Food manwfacturing
Vegetable oil .. ... .. ... .. ... Tons 10300 11,926 12600 14,148 1548 15648 16,022 20833 26,852
Oliveoil ...... ... ........... Tons 12370 7392 14585 27,714 10,100 18,621 20,447 15003 25,511
Margarine ............. ... ... Tons 2464 2552 2260 2700 3,000 3,300 2,885 2,081 4418
Sugar ... ... Tons 50,391 44,598 56,667 61,064 69,631 1720 76876 83234 78,041
Conserves ... ... .. .. .. ... Tons 2600 2345 2580 2682 2982 000 3308 3703 3746
Chocolates . .................. Tons 291 350 410 777 800 820 840 925 579
Biscuits ... .. .. ..... ..., Tons 510 481 495 821 821 321 869 1415 913

Alcoholic beverages.. .........

000 litres 1754 3256 3622 3101 3275 3:00 4313 4268 4,686

Macaroni ..................... Tons 1487 1,620 1680 2139 2139 219 188 2373 2462

—
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Table 38. Production of the primcipal industries, 1954-1984 (continued)
Type of industry Unis 1956 1957 1958 1939 1960 1961 1962 1963 1964
Mining and gquarrying
Natural asphalt ... . .......... Tons 43031 20,858 29,323 20691 21,462 27,516 11,543 10732 10,354
Tobacco and tombac. .. ........... Tons 3123 2947 2908 3231 3500 3969 3992 4344 4,470
Oil refining
Benzine ...................... 000 tons — _— — 0 126 131 117 127 159
Kerosene ... .................. Tons —_ —_ —_ 40 89 93 106 106 108
Gasoil ....................... Tons —_ _— —_ 57 175 192 207 252 329
Fueloil ........ ............. Tons —_ —_ —_ 93 276 313 328 334 260
Asphalt ... .................. Tons —_ —_— - 3 17 27 21 26 28
Butane gas ................... Tons —_— —_ —_— —_ 0.6 36 4.6 7.3 93
Crude oil, refined. ... ... .. ... Tons —_ —_ —_ 265 696 770 794 878 1,014
Engineering industries
Electric washing machines. .. ... Piece — — - 2300 7200 9300 10300 10,810 12,570
Electric refrigerators .......... Piece = — - 1,120 1,680 4210 4,100 4,500 4,500
Gas cooking stoves ............ Piece — — - —_ —_ —_ - 650 6,650
Plywood ..................... M -— — - 8039 9603 9459 2721 1,958 4,669
Cables ....................... Km —_ — — - - —_ — 14,707 13,524
000
Tin containers. . .. ............. pieces — — - 2132 3267 3,264 7339 7727 —_—
000
Metallic threads............... M2 - - - 72 92 66 97 103 13

8 Groz = 5,000 sticks.

Projects for industry

Following the adoption of the socialist measures
which brought the ownership of the principal means
of production in Syria under the control of the State,
it became necessary for the authorities to pay special
attention to the industrial sector. State policy in this
field aims at providing support and encouragement to
industry and raising the standard of productivity within
the following general framework:

(a) Development and expansion of the public sector
through the establishment of new and complementary
industries; in the process, all available resources are
to be used in a manner compatible with the require-
ments of the economic development plan in order to
achieve, as far as is feasible, a state of self-sufficiency,
paying due attention to the possibility of increasing
and pronioting exports;

(b) Accurate definition, on the basis of research,
of the limits of the public sector in all fields of activity;

(¢) Re-organization and co-ordination of the public
sector through the amalgamation of small-scale pro-
duction units and larger ones with a view to benefiting
from the advantages peculiar to modern industry and
large-scale production; and through the up-dating of
production methods, renewal of machinery and equip-
ment, and introduction of all modern means of pro-

duction in order to reduce costs, improve quality,
increase returns and raise the productivity of labour;

(d) Organization of the public sector in aspects
related to inter-establishments relationships, type of
controlling authorities and their relationship with the
ministries and planning machinery to ensure compa-
tibility with the general development plan and economic
policy ;

(¢) Development of the application of the demo-
cratic system of administration in public establishments.

In the light of the above, the section dealing with
the development of industry, mining and petroleum in
the second five-year plan, 1966-1970, provides for the
expenditure of about LS 1,059 million, or $265 million,
of which 26 per cent is in local currency and the
balance in foreign exchange.

The increase in income that will result from these
investments is estimated at LS 255 million, or abont
$64 million, i.e. an investment of LS 1 million will
lead to an increase of LS 250,000 ($62,500) in income;
this figure is low in view of the fact that most of the
projects are long-term. The increase in employment is
estimated at about 12,800 persons. This figure is also
low, owing to the fact that some important projects,
such as those in the field of petroleum and fertilizers,
are capital intensive.
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Table 34. Major industrial projects included in the second five-year plan, 1968-1870
Allocations Quantity or value Date of
Anthority of expected pro- Expected commencing
concerned Projeet LS million & million 8 ucsion employment production
Public Autho- Nitrogenous 19 18.0 148,500 tons of nitro- 400 Early 1966
rity for the fertilizer genous fertilizers
Execution of plant per year
Industrial
Projects
Idem Dry cells 23 06 16 million dry cells 130 Mid-1966
factory per year
Idem Salt mine 79 20 3,000 tons of salt 52
per year
Idem Exploitation 618 15.5 75,000 tons of super- 380 1969
of phosphate phosphates per ycar
ores to reach, within four
years, full capacity
of 102,000 tons per ycar
Idem Iron bars 26 6.5 75,000 tons per year in 280 1970
factory the first stage; 121,000
tons per year in the
second stage
Idem Onion dehy- 0.028 0.006 3,400 tons of dehydrated 1,640
drating onions per year
factory (a
study of the
project)
Public Awtho- Projects of 282 7.1 LS 335 million per year 1,551
rity for the the spinning
Public Indus- and weaving
trial Sector industry
Idem Projects of 16.0 40 LS 56 million per year S48
the chemical
industries
Idem Food manufac- 106.9 2.7 LS 433 million per year 920
turing indus-
tries
Idem Metal in- 41 10 LS 22 million per year 261
dustries
Idem Wood, paper, 38 09 LS 23 million per year 4
leather,
plastic and
rubber indus-
tries
Administration Electric meters  0.62 0.2 50,000 meters per year 2 Early 1967
of Defence factory
Factories
Idem Hydrometers 1.1 03 5,000 meters per year 30
factory
Idem Agricultural 4 60 2,000 tractors 150-200
tractors per year
factory
Nasr Television Miscellaneous 42 1.1 150,000 TV sets kL)
Company projects per year in addi-
tion to other
products
Ministry of Damascus mitk  0.48 0.12 30 tons of mitk 70 Mid-1966
Agricul- pasteurization per day
ture factory
Idem Aleppo milk 0.36 0.09 20 tons of milk 70 Mid-1966
pasteurization per day
factory
Idem Modern olive- 10 25 300 workers
oil press for three months
ie. 75 workers
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Table 34, Major industrial projects included in the second five-year plan, 1968-1970 (continued)
. Allocations Quantsty or value . Date of
240:':'::3 Project LS million * million » of r.;p':‘:;l;.vf' pro- nl;;; u‘\(;t:‘{u ‘:::1?;:"!‘;:;:!”
General Petro- Karatchuk- 254.5 63.6 Carry 5 million N
feun Autho- Tartous tons per year,
rity pipeline capable of being
raised to 7
million tons per
year
ldem Well-drilling 101.3 253
and develop-
ment of oil
fields 1,000
Idem Developing and 110.0 275 Refux 18 million
expanding the tons of crude petro-
oil refinery leum per year
ldem Seismic 15 38 -
surveys
Idem Exploratory 65 163 —
drilling and
other projects J
Ministry of Mechanical 139 35 200 tons per day in 200 1966
Supply mills Damascus. 100 tons per
day each in Hama,
1dlib, Latakia and
Hasakah
Cotton Ginning Miscellaneous 20 S - 2720
and Marketing projects : new
Authority projects and
renewal of
old ones
Tobacco and Miscellaneous 19.4 49 -
Tombac Mono- projects: ware-
poly houses, factory

buildings and
others

o Converted at the average rate of §1 =LS 4.0

It is clear from table 34 that most of the proposed
industrial projects in the second five-year plan, 1966-
1970, aim at producing goods for local consumption

to take the place of imports with large export poten-
tialities.

7. The industirial situstion in Yemen

Communication presemted by Yemen

HisromicAL REVIEW

The development of the industrial sector, as of every
other sector during recent years, could be divided
into two stages: prior to the revolution of 26 September
1962 and since tﬁat date. The difference between these
two stages lies in the possibilities for the development
of the national economy.

The country led a completely closed economic life
before tlie revolution of 26 September 1962. The policy
of isolation from the external world and the lack of
imports into the country held up the development of
handicrafts, industry and the application of modern
methods of land cultivation. The development of handi-
crafts lagged because of insufficient materials or trained
workers. What handicrafts existed were at the level
of domestic production, in accordance with local tradi-
tions and without a big market. A great difficulty

confronting their development was the absence of a
good road network connecting the different regions of
the country. The available roads were very primtive,
with the exception of the highway linking Sana’ to
Hodeida, which was completed at the end of the stage
to which we refer.

During the period prior to the revolution, handi-
crafts existed to meet the needs of the people. Such
handicrafts produced hats in the national style, turbans,
belts, knives, nargil pipes, pottery and other objects
for personal use. The development of shoe-muking
was at a primitive stage and shoemakers produced
simple and light shoes, such as sandals. In every region,
the people produced rugs and other objects to meet
their individual needs. Some wove rugs for the market.
In the region of Tihama, the people embroidered cloaks
and sold them in other regions of the country.
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We see, therefore, that a well-developed handicraft
industry did not exist in the country and that expe-
rience in that field was very poor.” The handicrafts
were not specialized by workshop or region and were
not guided by the Government.

Although certain natural conditions exist which are
conducive to the development of some branches of
industry, we had only one completed textile factory,
located in the town of Bagil. It had been built by the
Govertiment, in co-operation with a Syrian national
and equipped with modern French machines. The
location of the factory was very convenient, hecause
it was near the cotton plantations. The factory is now
government-owned, but has not so far started oper-
ations. In the opinion of some experts, only $50,000
are required to put it into operation.

Resides this textile factory, thare was a weaving
workshop in the city of Sana’. This workshop made
clothes to meet the needs of the Government. After
the revolution, production stopped and the building
was occupied by the Ministry of Internal Affairs.

During the period mentioned, the internal system of
ransportation and conununication was underdeveloped.

Electricity was limited to the royal palaces, and by
the end of the old régime only a few cities were lit by
electricity. Since the revolution, electricity has been
introduced in many cities and towns. But these electric
power-genciating stations are not able to ensure
electricity for industrial purposes. That is why the
textile factory in Bagil has its own generator and
every ncw project should have its own electric power-
generating unit.

Yemen's relations with other countries were initiated
under the old régime and have continued and greatly
improved since the revolution. As a result of the foreign
relations established by the old régime, the textile
factory in Bagil, the sea port in Hodeida and the road
between Sana’ and Hodeida were built. Moreover,
certain agreements signed by the old régime are now
being implemented by the Government. The Govern-
ment has also established relations with many other
countries. All this has created great possibilities for
drawing on foreign experience in economic and social
gevelopment and obtainiug assistance in different

elds.

IMPORTANCE OF THE MANUFACTURING INDUSTRY IN
THE NATIONAL ECONOMY

The manufacturing industry plays an important role
in the national economy of every country. Tt ensures
the nse of local raw materials, provides employment,
supplies the population with goods locally produced
and increases exports of domestic products rather than
of raw materials which can be used by indigenous
industrial enterprises. The development of manufac-
turing provides the country with a relative inde-
pendence. For these reasons, every developing country
has instituted a programme to accelcrate industrial
development.

In the Yemen Arab Republic, no such programme
exists for the development of industry. Any enterprises
whicli exist or are to be established are the result of
agreements between Yemen and other countries or of
the action of individuals.

The importance of manufacturing in the national
economy of Yemen at present may be seen from the

share of the manufacturing sector in some production
indexes. Unfortunately, we do not have enough
statistical data on the present economic situation. The
data available are collected from different departments
without co-ordination or classification. They do not
reflect the exact situation of the economy because they
do not cover all activities and areas in the country.
Yemen is now trying to organize a statistical survey
and to plan its development with the help of some
foreign experts and the United Nations.

On the hasis of available data, we can see that the
manufacturing industry in Yemen contributes a very
small share to the economic life of the country. The
share of manufacturing, mining and quarrying was
1.3 per cent of the gross national product in 1964.
The share of electricity and water services was less
than 2 per cent of the gross national product during
the samme period. This means that manufacturing and
industrial production contributc about 3 per cent of
the gross national product, and do not play an
important role in the economic life of the country. At
the same time, the contribution of mannfacturing,
mining and quarrying in Yemen's export trade was
about 6.6 per cent during the same period. This shows
that an increase in industrial production will enable
Yemen to expand exports and foreign currency deposits,

The number of persons employed in the manufac-
turing sector is so small that it does not play an
important role in the lives of the people. The manu-
facturing sector is now expected to play an increasing
role in the country’s life by breaking down traditional
methods of production and showing the way to
developtent.

PRESENT STRUCTURE OF THE MANUFACTURING
INDUSTRY

In this part of the report we shall discuss questions
related to all Yemen’s industrial enterprises, because
it is very difficult to isolate manufacturing industry
from other branches of industry, and hecause some
small-scale manufacturing enterprises exist on whose
share in the over-all industrial production data are
not available,

In discussing the structure of Yemen's industry, we
cannot use data on the share of each branch in total
industrial procuction, output, employment, exports,
imports, etc. because such data are not available, We
can, however, indicate the number of the enterprises
in every industrial branch and their present activities.

The following industrial enterprises exist at present :
A textile factory in the town of Bagil, which is not in
operation ;

An aluminium factory manufacturing  household
appliances in the city of Taiz which uses imported
raw materials; it was built after the revolution and
is privately owned;

A small tannery in the city of Hodeida which processes
raw leather in a primitive way for internal needs;

Two carpenters’ workshops which use imported timber,
one in the city of Sana’ and the other in the city of
Hodeida ;

A small factory for mosaic tiles in the city of Sana’;
this factory is very important for the building and
construction industry ; its expansion would be possible
upon the production of cement locally;
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A big salt-mine in the town of Salef, north of Hodeida,
which is a government enterprise and working for
export;

Small private flour mills driven by Diesel engines or
animal power ; they are very primitive and insufficient
to meet the needs of the population;

Many quarries for cutting stones required for building.

The increased import of goods has encouraged the
development of some handicrafts and caused the decline
of others becanse producers and consumers find im-
ported goods and materials cheaper.

Among the new handicraits which have started to
develop quickly are tailoring, smithing, tin-smithing,
goldsmithing, technical workshops and shoe repairing.
Old handicrafts which have declined are those that
produce local clothing.

The development of those industries and handicrafts
was spontaneous because there was no industrial
development plan or any stabilization of the economic
life of the country. The Government did not have
enough experience in these matters and was therefore
unable to follow the right direction of development
after the revolution. It continued to make use of old
agreements and concluded new ones with many friendly
countries regarding a number of projects. Co-ordination
in implementing thiese projects is still lacking.

For these reasons, no production relationship exists
between established enterprises and handicrafts. Other
reacons for this is the lack of a mining industry, on
the basis of which a manufacturing industry and handi-
crafts can be established.

There are no foreign-owned factories in the country,
but the United Arab Republic has a 49 per cent
participation in the salt mine.

The geographical distribution of manufacturing enter-
prises is not based on government policy regarding
regional planning or location of raw materials. It is
dependent upon the wishes of the owners and onm
private feasibility studies carried on prior to the
establishment of the enterprises concerned. The owners
were concerned with profits from their enterprises in
the present, without paying much attention to future
expansion. Some of these enterprises will lag behind
those which are to be built in accordance with the new
plans.

Methods of industrial financing differ. All established
enterprises now in operation, with the exception of
the salt mine, are small and privately owned. They
are financed from private capital without any govern-
ment participation. Under the agreements with other
countries, the implementation of new projects will be
carried out by the Government, the Yemen Bank for
Reconstruction and Development, or other big com-
panies. Most of the projects will be financed by means
of long-term foreign credit. Some will be built by the
bank, in which the Government has a 51 per cent share,
or by other companies wishing to do so. Using foreign
credit and assistance, Yemen will be able to develop
its industry, as it lacks the resources to increase its
industrial production on its own. Loans will normally
be repaid out of the proceeds of the established enter-
prise or the export of local raw materials. At the same
time, Yemen is trying to develop measures to encourage
the investment of local capital in the industrial develop-
ment of the country. These are the only methods which
it can use to finance its industrial development.

.

The country’s foreign trade has heen increasing very
rapidly during the last three years. The slow rate of
increase in indnstrial production and primitive land
cultivation cannot satisfy the needs of a rapidly growing
population. All these factors have resulted in a tre-
mendons mcrense in imports,

Imports play a very important role in Yemen's
economic life because most of its food, clothing, house-
hold goods, machines and materials used in  the
manufacturing  industry  have to he imported from
abroad. At the same time, exports have remained
almost stationary.

Agricultural products account for about 88.3 per
cent of Yemeni exports. This means that Yemen
exports mainly raw nuaterials, in which the sl.are of
labour is less than in industrial products, and imports
mainly manufactured goods. Thus it imports goods
involving a good deal of labour, and has to pay for
foreign labour while the number of unemployed is
large at home. Yemen's foreign trade, therefore, is not
balanced and the development of industrial production
must therefore be accelerated, using foreign loans and
assistance to create enterprises to satisfy the country’s
needs and to produce goods for export to neighbouring
countries, as a start. The process will of course he a
long one, but this should be the line to be followed in
development.

In order to obtain good results from economic and
social developmment, it is necessary to have an adequate
and organized transport system and sufficient electric
power for lighting as well as to meet the requirements
of the manufacturing sector. The available road network
is not adequate for the future development of the
manufacturing  sector envisaged in the proposed
projects. It is possible to obtain transport services
between Hodeida and Sana’ and between Sana’, Taiz
and Mocha, where there are comparatively good
highways.

The first prerequisite for industrial development is
the availability of a big power network which will be
able to supply the enterprises with enough energy.
At present there are some electric power stations which
provide the cities und towns with energy for lighting.
Their capacities are too small to be used for industrial
purposes. The capacity of the electric power station
in the city of Sana’ will be increased by an additional
1,800 kw, but will remain insufficient. Diesel generators
are in operation at these electric power stations, with
the result that the cost of electric power is too high.

In order to ensure electric power for manufacturing
enterprises, it is necessary to build a network of electric
power stations utilizing steam boilers.

INDUSTRIAL PROGRAMMES AND MAJOR PROJECTS

So far, Yemen has not had an official programme
or plan for the economic and social development of
the country. Realizing the necessity of planned develop-
ment in all aspects of the country’s economic and social
life, the Government has called upon some foreign
experts to handle these questions. By formulating a
development plan (for two or five years), we shall
have completed the main task in the development field
for the near future and shall have the possibility of
implementing the projects planned.

In order to develop an industrial sector in the
country, it is necessary to develop all branches of the
economy to ensure the supply of the raw materials,
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transport services, energy, sales, water etc. required
by industry.
For textiles, food preserving, milling, leather and other
industries using raw materials, it is necessiary to carry
out certiain measures for the development of agricultural
production,

We list below projects which have been submitted
by other comntries,

(a) The Soviet Union has proposed the establish-
ment of a big plantation in Wadi Surdut with an area
of 10,000 hectares. The USSR will provide a foan
for the project, which will cost about 16 million rubles.
The main crop will be cotton. F.xperimental work has
yielded very good results. 1t will be the higgest modern
farm in the country and will provide cotton and other
crops for internal needs and for export. The project
will take the form of a State farm, which will give
the Government a possibility to play an important role
in developing agriculture.

(h) The German Federal Republic offered a loan
of 10 million marks for an agricultural farm in Marawa,
Negotiations were stopped after diplomatic relations
had been severed. Besides the suggested loan, the
German Federal Republic established three experimental
farms with equipment and building in Sana’, Taiz and
Hodeida. The Germans introduced new kinds of trees,
frnit-bearing trees, vegetables and chemical fertilizers.
Farmers started to buy and transplant the prodcts of
the farms, but these activities censed after diplomatic
relations had been severed. The cost of these experi-
mental farms is roughly estimated at about 25 million
nuarks.

() Under a previonsly signed crelit agreement
with Yugoslvia, the latter offered a project for a cotton
plantation in Tihana with an area of 1,500 hectares.
The cost is $2,337.000. The project was discussed by
Yugoskavian representatives and by the Yemen Bank
for Reconstruction and Development, bnt they did not
come to an agreement regarding the cost of the plan-
tatton.

(d) An agreement was signed with Bulgaria pro-
viding for a1 cotton plantation in the area of Tihama.
So far, however, no discussion of actual terms has
taken phlace.

(¢) The German Democratic Republic will spend
5 million marks in the form of a loan on two agricul-
tural projects. One of them will be in the highlands
of the country and the other will be in the area of
Tihama. The main crops of these two farms will be
cotton, grain and lucerne.

The implementation of these projects in the field of
agricultural development will increase output, which
will provide the raw materials needed by the manu-
facturing sector and will serve as an example to be
naitated in cultivating the land.

Projects aimed at improving transport services for
industrial development have been offered by friendly
conntries, and some of them are under construction.

Assistance has been granted by the United States
of America for the construction of a 226 mile road
hetween Mocha and Sana’ and the 35-mile road between
Taiz and Raheda. The Mocha-Sana’ road has been
conipleted and the Taiz-Raheda road will be completed
in March 1966. These roads connect the main cities
and towns of the conntry,

A loan of 30 million rubles has been offered by the
Soviet Union for the construction of the road between
Hodeida and Taiz; this road is under construction.
Upon completion it will bridge the gap in the transport
of goods from the Hodeida sea port to Taiz.

Two loans have heen offered hy the People’s Republic
of China for constructing the road hetween Hodeida
and Sana’; construction 1s under way.

A loan of 2 million marks has heen offered by the
German Democratic Republic for communications.

Yugoslavia has offered a project for the construction
of a steam-turbine plant at Hodeida at a cost of
$1,130,000 with a capacity of 113,000 k\Wh daily. It
will satisfy the needs of Hodeida, Hodeida sea port,
the new factories, the cotton plantation in Tihama and
the towns of Marawa, Bagil etc. for electric energy.
The capacity of the generators will be 9,000 kW and
will be in two units. Calculations indicate that the cost
of 1 kWh will be about 4 bugshas at the outset. The
project envisages the possible linking of the electric
power stations in Hodeida, Sana’ and Taiz in a power
ring which would supply the areas between them with
electricity. The project has never been negotiated, and
no agreement has been signed.

For the development of industry, it is necessary to
have enough water for industrial use. For this reason
we have to establish an adeqate water supply in the
big towns to meet the needs of the population and
industrial enterprises. There are not many water
supply projects; nevertheless, the Government is paying
much attention to such projects, and the people them-
selves have shown willingness to participate in the
implementation of prospective projects. The only water
system in Yemen is the project built by the United
States of America in the city of Taiz with a capacity
of 1 million gallons per dav. Its final cost will be
$4.200.000, granted by the United States.

The main industrial projects under consideration are
listed below.

(a) A loan of 10 million rubles has been offered by
the Soviet Union for the construction of a large cement
factory in the town of Bagil. It will be a state enter-
prise, which will satisfy the country’s needs for cement
and will lead to an expansion in the construction and
building activity and a lowering of costs.

(b) A loan of 7 million rubles has been offered
by the Soviet Union for the construction of a large-
scale fish-cannery and fishery in the city of Hodeida.
The Soviet Union will supply six ships. The capacity
of the factory will be about S million cans per year
and the enterprise will belong to the State.

(c) _ A loan has been offered by the People’s Republic
of China for the construction of a large-scale textile
factory in the city of Sana’, to be completed by the
end of 1966. The capacity of the factory will be
6,100,000 metres of cotton clothes per vear. The factory
will include 360 looms and 10,000 spindles. It will be
equipped with its own electric power station with a
capacity of 2,300 kw. The factory will belong to the
State and is expected to provide employment For some
1,300 persons.

(d) A loan of $598926 has been offered by
Yugoslavia for the construction of a large-scale tannery.
The capacity of the factory will be 2,000 kg of salted
hides per eight-hour working day and 1,500 kg of dry
skins (sheep and goat) per eight-hour working day.
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The loan is for eight years; however, no agreement
has yet heen reached.

In addition to the afore-mentioned projects for the
development of the different hranches of the econony,
many agreements have heen signed between Yemen
and other countries for the investigation of the mineral
deposits of the couatry.

(a) A loan of 2,000,000 rubles has been offered
by the Soviet Union for the investigation of the nineral
deposits of the country. To that end, a group of Soviet
experts is studying the geological structure of the land.

(b) Under an agreement with the Romanan
Government, a team of experts visited the country in
the sumimer of 1965 and imvestigated the possibilities
of petroleum drilling in the area of Tihama. The
Government is awaiting their report.

During the discussion of these projects, many
problems were encountered regarding their operation,
prices, establishment and effectiveness for the country’s
economy. The main problems relate to supplying
industrial enterprises with raw materials and their
relations with foreign trade companies.

INDUSTRIAL POLICIES

The Government's industrial policy consists of
measures for the development of the industrial sector
of the economy. The reason why the Government has
signed several agreements with other countries is that
it wishes to develop the industrial sector in the country.
Local investment in large-scale enterprises is lacking.
The Government's industrial policy is not based on a
long-term programme for development, but on sug-
gested agreements and projects.

To encourage foreign and domestic companies to
invest their capital in the country, the Government
has prepared decrees on investment of foreign capital
and on economic development, but neither are yet in
{orce.

Government control over foreign trade i3 exercised
through its customs policy, which is in the hands of
the Ministry of Economy and through the regulation
of the establishment of foreign trade compunies.

The Ministry of Fconomy is responsible for the
country’s industrial development as well as for the
development of all branches of the economy.

A development committee is to be formed in the
Ministry of Economy in accordance with the decree
on economic development. The committee is to be
responsible for evaluating exemrtion requests and
taking the necessary decisions for approving such
requests; for obtaining the consent of the Executive
Council for approved exemptions and informing the
interested parties of such decisions, and for registering
the organizations entitled to the benefits provided by
law.

In 1965, a technical bureau was organized, consisting
of some Yemeni and three foreign experts in the
Ministry of Economy. The bureau deals with questions
relating to statistics, planning and financing. It also
investigates the economic situation and suggests
measures for resolving problems of implementation.

EXTERNAL ASSISTANCE

In addition to the above-mentioned projects, the
country has received substantial assistance from abroad,
directed towards the establishment of schools and

hospitals and the supply of medicines, foxds, ete. Sich
assistance includes the following :

(a) United States of Awmerica

(1) .\ shipment of 30,000 metric tons of wheat
and wheat flonr valned at $10.352000 during the
period 1050-June 1968,

(i) 182 scholarships dor 318 man years  of
traimng i Lebanon during the sime period;

(i11) 243 nun-years for admmistration and road
and water exj.erts and technicians during the same
period ;

(b) Nowviet Union

(1) A\ large hospital equipped with doctors and
100 beds;

(1) A climc egnipped to hinwdle 10O patients
per day;

(it1) Three schools for 2,000 students;

(iv) Several scholar<hips
training in the Soviet Union;:

(c) People's Republic of China
A large school (technical) in the city of Sana’,
(d) United Arab Republic

£4.600,000 in the form of loans and assistance ;
(e) Hungary

(1) $300,000 for medicines, pharnuicentical pro-

ducts, tents, clothes, hospital  eipment, school
equipment and furniture;

(i1) Establishment of o hospital;
(111) 45 schokurships for studying and trainmg
Hungary;
(iv) A loan in kind of S1,000000;
(fy Romania

for education and

(1 .\ team for stidying Yemen's agricnltural,
educational and health conditions,

(ii) Establishment of a technical school in Sana’;
(iit) An expert in health affiirs;

(iv) 25 schokuships for  Yemem
higher education;

students in

(g) Bulgaria
(i) $400,000 as requested by the Yemen Govern-
ment ;
(i1) Establishment of a school in Sana’;
(iii) Ten scholarships for stndy in Bnlgaria;
(iv) Five Bulgarian experts for two years in the
fields of statistics, planning, finance, agriculture, and
foreign trade;
(h) Kwwoit
(i) Eight schools, one hospital and four chinics
to the cost of £404 309 during the first stage;
(ii) Teachers’ school, chest hospital, 3 clinics and
12 schools to the cost of £948,190 for the secom]
stage, which is under construction;
(1) Imdia
100 water pumps for agricnltural parposes.
Many other countries, including Syria, lraq and
Algeria, help Yemen in different fields.

CoONCLUSION

As a first step towards uccelerating the country’s
rate of industrial development, i long-term programine
for industrial development must be worked out. This
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