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SUMMARY OF THE STUDY

Bahrain is a2 very small country; it heas an area of only 622 squzre

kilometers, and its populatiorn is alsc very ilimited about 340,000 in 1378.

ts econoriy is characterized by rather few resources, basically oil
and gas, but reserves of these resources are rapidly decrearsing «fter
several decades of systematic extraction of crude oil and active
utilization of gas. Agriculture and fishing-represent 2 mmpall and
gradually declining sector, while food importation is steadily grewing,

thus aggravating Bahrain's dependence on the outside world.

The country achieved substantial results in school enrolment and in
education. There is a subgtantial labour force, hut further industrial
training is required. Limited resources and high consumption are the
two main factors which impede the accumulation and investment on develop—

ment .

Industry has been initiated by the multinational oil corporations
which, in 1936, established a giant oil refinery. Quite recently,
multinational aluminium corporations entered a joint-venture project
together with the Bahraini Government and acquired & majority share in
it. A few years iater, due te price depression and other conjunctural
difficulties in the aluminium business, most of these multinational cerpora-~
tions withdrew from the Bahraini joint-venture project; later they launched a
new scheme for the re-deployment and spread of aluminium manufacturing to
other bauxite-extracting countries, such as Brazil, Australia and the
Philippines, where aluminium will be produced more profitably. These multi-
national and other corporations sold back their majority shares in the project

to the Bahraini GCovernment, Therefore, the Government had to buy the major part
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cf these shares, thus increasing iis own eguity znd becoming the main
shareholder. The Saudi Arabian state—owned company SABIC beught the

_other part, roughly one fifth of the total number of ;hares. Althougr

US Kaiser Aluminium, one of the multinational corporations involved,

stayed as an associate within the ALBA project, foreign partnership

failed to last. The ALBA project has now developed into an almost bi-
lateral (Bahraini-Saudi) one, controlled mainly by the Bahraini Gcvernment.
Thus, the Aluminium Bahrain joimt venture, one of the first cases of
international redeploymen; of new industrial projects in developing
countries with oil and gas resources, revealed to be only a precarious
venture quickly abandoned by the multinational partners, forcing its
transformation basically into a government—controlled subregional project.
The logical conclusion to be drawn here is that it is regional co-ordinat.on
rather thar venturing jointly with multinational corporations which is
sustaining the development of manufacturing in Bahrain. This is further
confirmed by the recent decision of Bahrain's new associate in aluminium
processing and manufacture, namely Saudi Arabia, to cancel the Saugi
project for -ettihg up an aluminium smelter in Jubail (Saudi Arabia).
However, Dubai, another neighbouring Emirate, is pursuing the establishment

of a new and competitive aluminium smelter.

Bahrain's experience is not limited to aluminium manufacturing. In
the oil-refining sector, the Emirate has had a similar experience. The
decline in oil supplies can be related to gradual abandonment by the multi-
national oil corporations which have been exploiting the Bahrain refinery
since 1936. In order to run the refinery, which had been set up 25 years
before Bahrain became a sovereign and independent state, the Govermment
had always been relying on substantial crude oil supplies from Saudi Arabia,

and has now to seek more Saudi crude to provide its own share of feedstock

- xiii -




for the refinery. The latter, after having become a joint venture, will
be totally abandoned by the two 0il mult_nationals and iert to their
associate, the Bahraini Government. Under the Cencession Regime, constant
and increasing supply of Saudi Arabian crude for Bahrain's oil refinery

made the country's oil-processing iniustry dependent on subsidiary multi-

nationals which supplied Saudi crude. Later, Saudi Arabia's takeover of
a majori s share ixi» the crude sector in Saudi Arabia was followed by the
takeover of the Bahraini Government of a majority share in its domestic
r~fining sector. Thus, the survival of the latter is becoming ever more

dependent on the support provided through the Saudi-Bahraini partnership.

Bahrain has also had experience in ship repairing. This simply
demonstrates the potentialities for regional multilateral co-operation in
the setting up of strong and important infrastructural maintenance
facilities related to oil in a small country with limited resources, as is
the case in Bahrain. Yet, the country decisions taken by immediate
neighbours to enter into similar and competitive ventures jointly with
foreign associates demonstrates the possible risk resulting from
commercial rivalry and competition which is likely to emerge whenever

subregional coordination and sectoral plamning ar: not synchronized.

The future of the industry and of the whole economy of Bahrain seems to
depend increasingly, for the next decade and beyond, on the way and the
rhythm of their articulation in relation to developments that will take
place in the Gulf and in other Arab countries. Such anr articulation will

materialize through a number of new options and policies, such as:

1. Domestic options and policies

a) institutional measures aimed at establigshing a national central

planning body;
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c)

e)

f)

gistal and sectora: planning for the adogtion ¢f long,

mid-medium and short-term development strategies and plans

which comprise a2gr:culture and fishing, mining ané downstrean
manufacturing as well as infrastructures and servic-s. The

objective of the development of manufacturing is to establish

forward and backward linking industries, while inproving 4

productivity and production;

adaptation of consumption to domest.c proluction through a
long-term strategy and subsequent medium and short-term policies
by reducing the share of non-basic consumer goods and

increasing the locally produced goods;

intensification of the training programmes to cope with the

industrial and infrastructural development plans;

revision of the pattern of foreign trade, both from the angle
of commodity structure and of geo-economic distribution, on

the previous global and sectoral strategies and policies;

a strategy designed to reduce the trade deficit with the main
suppli.rs of the Emirate. In this respect, it may be
appropriate to elaborate 2 long-term strategy and adc .28
to promote manufactures and link its own exportation to th:
country's main suppliers - the United Kingiom, Japan and South

East Asia. This will necessarily mean a re-orientation of

trade towards the Gulf and other Arab countries, resulting
from che dynamic development of sectoral programming and

irtegration of industrialization in the Arab region.
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2. Heg.ona2i 2vtions and policies

a) reinforcement and implementztion of Gulf-wide and inter-irabd
schemes for industrialization and for the development of
infrastructure;

b) edootion and application of sectoral programming for the gzas-
based industries and hydrocarbon-related infrastructures, ototh
a2t the level of the Gulf area at the Arab level;

c) adoption ani implementation of trade and investment schemes

designed to sustair the two previous objectives.

To conclude, it must be pointed out that such major and extremely
challenging strategic objectives and action-oriented programmes are not of
a solely economic nature. They bear undoubtedly tremendous implications
for all Em'rates facing oil depletion in the future, and above all for

Bahrain.




Chapter I
GENERAL PRESENTATICN AND POPULATION

Settigg

1. Situation and site. The State of Bahrain comprises an archipelago

of approximately 35 small low-lying islands located off the coast of the
Arabian Peninsula about midway along the Gulf. The total area of the
state is 622 square kilometers, of which Bahrain Island is 563 kilometers.
Manama, the capital, is situated at the northeast coast of Bahrain
Island, and is conmnected by causeways to Muharrsg and 3itra Islands.
Nuharrag Island, in turn, is linked by causeway to the new Arab Ship-
builuing and Repair fard. Other islands include Nabih Salil, Jidda,

Um an Nasan, and the Hawar group, to the southeast near Qatar.l/

Population Growth?

2. Modern growth. Bahrain wos redeveloped as an important trading

and pearl-fishing center following its liberation by Al-Khalifa in 1783.
Its population was estimated at 70,000 in 1863, and more than 100,000 in
1914. The 1914 estimate may be high. Nevertheless, extensive population
growth probably took place prior to World War I as a consequence of
Bahrain's economic development and improved living conditions. Since 1914,
rapid economic 'and metropolitan change has been accompanied by high rates
of natural increase and the immigration of large numbers of workers and
their families. As a result, the total population increased 3.8 times

between 1941 and 1978.

1/ State of Bahrain, Ministry of State for Cabinet Affairs, Directorate of
Statistice: 'The Population of Bahrain, Trends end Prospects’', p. 3.

2/ ivid., p. 6.




3. Table 1 describes the change in rumber and percentage of Bahrainis

and foreigners in Bahrair from Jamuary 1947 to January 1378. The popu~
lation enumeratsd in the census increased from 8¢.970 in January 1941

to 109,650 in March 1950, and to 143,135 in May 1959. The estimated
total population (adjusted for *underenumeration' of females and persons
less than 10 yvars of age) was 189,400 in Pebruary 1965 and 224,100 in

April 1971.

4. Growth rates experienced since the last census are the highest
in Bahrain's recorded history. MNean annual rates of population growth
increased from 5.1 per cent for the period 1971-197€ to 9.7 per cent

in 1976-1977 and to 10.5 per cent during the last nine months of 1977.
The total population was estimated at 281,600 in April 1976, 308,900

in April 1977 and 341,400 in January 1978. The state's population will
double prior to Jamuary 1985, if it continues to increase at the current

rate (see tables 2, 3 and 4).




by National Origin:

Table 1

Number, Percent and Percent Change of Population
Enumerated 1941-1971, Estimated 1976-1978

Jan. Mar. May Feb.a Apr.a Apr. Apr, Jan,
194 1950 1959 1965 1371 1976 1977 1978
POPULATION
Total /89,970 109,650 143,135 189,377 224,130 281,560 308,870 341,380
Bahraini 74,040 91,379 118,734 . 149,929 185,397 213,180 215,180 216,230
Non-Bahraini 15,930 18,471 24,401 39,448 38,733 68,390 93,690 125,160
_ PERCENT
Total 100.0  100.0 1000  100.0  100.0  100.0  100.0  100.0
Bahraini 82.3 83.2 83.0 79.2 82.7 75.7 69.7 63.3
Non-Bahraini  17.7 16.8 20.8 17.3 24.3 30.3

PERCENT CHANGE

17.0 36.7

Jan 1941- Mar 1950- May 1959- Feb 1965- Apr 1971- Apé 1976- Apr 1977-
Mar 1950 May 1959 Feb 1965° Apr 1971 Apr 1976 Apr 1977 Jan 1978

Total

Bahraini
flon-Bahraini

21.9 30.5 32.3 8.4 25.6 9.7 10.5
23.1 30.2 26.3 23.7 15.0 0.9 0.5
16.0 32.1 61.7 - 1.8 76.6 33.6

37.0

aAdjysted for underenumeration: See Appendix B, Section 1.

Bpercent change may be oveﬁestimated. since unadjusted data (1959) is compared with adjusted data (1965).

Jources:

The Fourth

1941-1965: Goverament of Bahrain, Finance Department, Statistical Bureau. The Fo
See Appendix B, Section 1. for

Population Census of Bahrain. August 1969. Table 1.
adjyustment of the 1965 population.

1971: State of Bahruin, Ministry of Finance and National Ecbnomy. Statistical Bureau,
Statistics of the Population Census 1971. Table 5. See Appendix B, Section 1 for adjustment.

1976-1978: -Appendix’ B, Sectiop 3.




Table 2,

Estimates of the Components of
Population Change: 1965 to 1978

Population | Components of Changea
At the Begin- _ Natural Increase - Percent of Net
‘ ning of the . Net ' Net Change due to
Nationality Period Change ~ Births - Deaths Migration Net Migration
'February 1965 - April 1971 i
Total - 189,377 34,753 . 52,255 12,45} -4,793 - ?
Bahraini 149,929 35,468 45,585 10,458 0 0
Non-Bahraini 39,448 -715 6,670 1,993 -4,793 -
April 1971 - April 1976 . N
Total 224,130 57,430 43,570 9,650 23,520 v 43 ' |
Bahraini 185,400 27,780 . "37,520 8,160 -1,580 ° -
Non-Bahraini 38,730 ’ 29,650 6,050 1,490 25,090 85
| April 1976 - April 1977 3
Total 281,560 27,310 - 9,080 2,340 20,5790 75
Bahraini 213,180 2,000 7,620 1,750 -3,870 -
Non-Bahraini 68,390 - 25,310 1,460 © 590 24,440 97
April 1977 - January 1978 .
Total ' 308,870 32,610 6,750 1,920 27,680 85
Bahraini 215,180 1,050 5,700 1,320 -3,330- -

acOmponents of change do not completely accoynt for net change betwéen 1965 and 197
since they are estimated independently.. See Appendix B, Section 2.

Sources: 1965-1971: Adjusted census Jdata from Appendix B, Section 1; component: of
change from Appendix B, Section 2. 1971-1978: Appendix B, Section 3.




Table 3

Estimated Annual Rates of Population Change,
Natural Increase, and Net Migration: 1965-1977
(Rate? per 1000 mid-period population)

1965-19N1 . 1971-19

76 1976-1977
. ~+ Non- Non- Non-

Component Total Bahraini Bahraini Total Baaraini Bahraini Total Bahraini Bahraini

Rate of Population | . ' " . : .

Change 27 34 - -3 45 28 . M 92 9 312

Crude Rate of ' 3 . ‘

Hatural Increase . K} | 34 v 19 26 29 15 23 27 1N
Crude Birth Rate 4 44 . 28 34 38 23 .3 36 18
Crude Death Rate 10 10 8 a 8 8 7 8 8 7

Net Migration Rate -4 0 2 19 -2 94 70 -18 302

3fach rate rounded independently.

e SRR i O

.

\n




Table 4

Estimated Net Migrants and Net Migration Rates
by Nationality: -1971-1977

Mean
' Annual Net Net
Net Migrdnts Migration Net Migrants Migration
Apr. 1971~  Rate a Apr. 1976- Rate
Nationality Apr. 1976 1971-1976 Apr. 1977 1976-1977
Total 23,515 2.1 20,566 7.3
Bahrain -1,575 - 0.2 -3,872 - 1.8
' [

Non-Bahrain 25,090 13.0 24,438 35.7
Arab - ' 693 - 0.8 1,343 7.2 i
Gulf -4,849 - 8.1 1,388 16.2 g
Qatay - 118 -15.8 1,096 2,236.7 )

Oman -5,000 - 9.1 - 785 -10.7

UAE 4 0.1 1,118 126.5

Kunait 265 126.2 « 4 -13.1

Saudi Arabia - 589 -.8.6 102 10.9

Other ' 4,745 23.6 - 147 1.6

Non-Arab 25,783 24.2 23,095 46.5

Iran -1,538 - 5.9 -1,308 -30.5

India 9,928 29.2 8,120 46.3

Pakistan 12,675 46.1 6,399 34.0

Other Asia 1,965 213.6 4,140 150.7

Other Africa - 2 - 0.0 60 115.4

Europe 875 5.3 5,635 123.3

USA . 1,180 81.9 - 358 -24.0

Otuar 700 264.2 407 53.6

INet migrants 1971-1976 divided by 1971 population, divided again by 5, multiplicd by 100.
bNet wigrants 1976-1977 divided by 1976 population, multinlied by 100.




-]

BCONOMIC AND INDUSTRIAL POLICY: RECENT DEVELQOPHENTS

The Economic Determinants

Se Bahrain's strategic and commercial position entitles Bahrain to a
“geographical rent", the counterpart to serviecs offer-ed by the Emirate's
economy., This is a major and permanent advantage of which many Bahrainis
have always benefited, although the pattern of these services has

changed due to changes in the last 50 years in the pattern of international
trade and transportation. The BEmirate's own resources constitute the
second structural determinant of its economy. In this respect, the
pattern of these resources uith their impact on the state and growth of
the domestic industry and economy has evolved through three successive

phases,

6. In the first phase, ending in the early 1930s, the human and
natural resources determining the economic structure were primarily

o:cupied in the pearl-diving industry and export trade.

1. During the second phase, crude o0il extraction and refining re-
placed the pearl "industry" as a source of income additional to that of
trade and other services, consituting together the main determinants of
domestic industrial and economic activity. It must, however, be pointed
out that since oil extraction and refining were foreign-owned and
controlled, revenues from newly established sector had for several

decades been captured by foreign oil concession holders, which wage incomes
were shared between Bahraini and foreign labour. As a result, the oil

sector was lese capable in mobilizing large numbers of local labour than
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the pearl "industry” and diffusing revenues within the Bahraini society.

This second phése lasted from the mid-1930s up to 1970.

8. In the third phase, in the early 197Cs, mobilization for further

industrialization of domestic natural rescurces took place. Thus, the
cil-assoqiated &as, more recently natural gas as well, were added to ihe
domestic industrial and economic structure, jointly with the other but
permanent determinant of the income, namely that derived from the
geographical position related to services. However, the role of the
extractive and refining sector in mobilizing labour has stagnated in spite
of the increase in its revenues and in their further utilization in local

economic activities.,

9. A3 to the new gas processing industry implemented in the early1970s
it did increase both job opportunities and contribution of the industry
to Bahrain’s national preduct, which is due in particular to the aluminium
downstreamlindustries, since they are less capital-intensive than the main
aluminium refining pla.nf. Nevertheless, this new geperation of industries
has not been multiplied, while the main new projects are presently gas-

gathering and highly capital-intensive,

10. A careful look at the development of the labour sector since the
turning years of the early 1930s, and more particularly since the
establishment of the gas-based industry, shows that the services sector
continues to be predominant in the pattern of labour sharing within the
Bahraini economy. Extracting industries are a secondary employer, and
manufacturing employs only a moderate and almcat a stagnant share of
Bahraini labour. The gas-based industries, mainly the aluminium refining

and manufacturing attained their level of saturation of labour a long time




ago. As a resuli, a naw and sirong move to extznd and diwversify the
banking and other services sactors has be:n easily owserved during the

last four years in Bahrain.

Basic Economic Philosovhy of Bahrain

11. Up to now Bahrain has not applied any centrally integrated planning
to develop its 2conomy. This does not, of course, mean the absence of
delibrate and direct government intervention in the economic sphere.
Authorities apply a general philosophy, a multi-aspect policy, and a set
of basic rules, which together govern governmental intervention in the
various sectors of the Bahraini economy. The decline in 0il reserves and
output, and the progrecs made in trade and educational developments in

the Emirate, economic intervention by the Government has emerged earlier
and has been intensified more than in the uvthar Gulf Bmirates, except for
Kuwait, where historical and political factors added to the high level of
0il output, income and "surpluses"” and the importance of services activity,
hae stimulated the building-up of the state at the beginning of the early

1960s.

1e. The role of the state of Bahrain is, in fact, similar to that of

any of the Gulf stateg; it has four constitutive guidelines:

The definition of the bases and conditions for economic activity.

The granting of multiple and multiform facilities to industrial
projects.

The exemption from taxes and customs duties of the industry's
imports of its machinery and raw material requirements,

The encouragement of foreign investments of a joint venture
nature by exemptiing them from income taxes and by granting them

full latitude in transferring their capital funds and profits.
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The State's Economic Intervention

13. The Govermmeni has not 2stablished erther a spascialized industrial
bank or a development corporation which, inter-alia, would be useful in
the management of facilities provided by the incdustrial estate, now in
being, and the new ones planned. The existence of a development

corporation may be needed for the following pruposes:

(a) To set up industrial estates and to prepare plans for such

services as roads, electricity, water, sewerage, etc.

(b) To promote the setting up of industries on industrial.

estates, and to assist these industries in obtaining

financing.
(¢) To'administer the estates, and

(d) To give advice on managerial and technical matters to small

industries.

14. The Corporation shouid become self-financing, drawing income from
renting or selling industirial sites, and should not engage in setting up

industries itself.l/

15. The Government hae played an active role in the industrialization
process, It has acquired a large equity participation in the aluminium
scelter (nearly 80 per cent), owne outright the aluminium extrusion plant,
participates in the shares of the proposed NGL plant and the Dry Dock,

and has set up a public corporation for producing poultry products. There
do2s not appear to be any particular set of guideiines for Government

investment except a willingness to come in when private ecuity capital is

1
Y WORLD BANK: Report No. 2058-BH: "Bahrain, Current Economic Position
and Prospects", June 28, 1978, p. 15.
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y
reluctant to do so.-/

16. The non-financial role of the Govarnment, apart from participation
in the management of ALBA and other major projects, is to regulate the
entry of new firms. This seems to be done with considerable despaich and
freedom from onerous levies. It does reserve and sometimes exercise the
right to withhold a permit to enter, if it considers the field already

well covered.l/

17. The future depletian of the hydrocarbon deposits is a threat which
the governments of the Gulf Emirates foresee, thereby moving actively to
assure a diversification of their sources of income, namely, traneforming
the economy into a diverse and a relatively self-sustained economic
structure, which is unilateral and extractive, with hypertrophic mining
production, fully integrated in international export markets and

inseparable from the other agricultural and manufacturing sectors.-zj

18. Crude oil was discovered in Bahrain as early as 1934. It has

been extracted very early, and the two US-multinational oil corporatioms
associated within Bapco established a giant oil refinery in 1936, [t wes,
therefore, not accidental that the first Gulf Emirate where oil was

discovered sought to create industrial plans in order to substitute for

-1/ WORLD BANK: "Bahrain, Current Economic Position and Prospects",
Washington, 28 June, 1978, World Bank, Report No. 2058-BH, p. 15.

2/ EL-ZAIM, Issam: "Arab Industrialization Policies and the Aspired
International Economic Order" in "The New International Economic
Order in the Arab World", Kuwaiti Fund for ARab Economic Development,
Kuwait, March 1976, sponsored by the Kuwaiti Fund for Arab Economic
Development, the Kuwaiti Economic Society, the Arab Institute for
Planning, and Kuwait University, pp. 129-150, text in Arabic.
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the depleting oil-extracting industry. However, due to the modest

volume of production and its short-i:rm depletion prospects, and the
heavy expenditures on administration and infrastructure, the rent received
from o0il could not =asily and sufficiently allow for the necessary
accumulation which would allow Bahrain to lay down the basis for . !
industrialization. This was particularly true in 1974, the year recently
following the rise in the price of crude petroleum and the significant
decline of consumption in the developed capitalist countries; during that
year, Bahrain'e exports were valued at 1056,8 million dollars, and its
imports amounted to 1126,2 million dollars, which constituted a notable
trade deficit.l/ This was not an exceptional cvent, but rather an
illustration of the new situation whichconfronted Bahrain, resulting from
the decline in oil-production particularly and the inelasticity of public
and private espenditures, particular. , capital requirements for
development projects. It can be said that the depletion of the oil
reserves, the absence of any "capital surpluses®, and the major difficulty
confronting Bahrain in the accumulation of resources for industrial
development were strong factors for the adoption of policies encouraging

the establishment of alternative joint-venture-based industries,

19. In fact, industrialization in Bahrain, and in almost all the other
Gulf Emirates, are carried out by both foreigners and nationals. While
the Bahraiai Government and the private sector seek to diversify sources
of income and to prepare for the post-oil era, they face the constraint
of capital financing. Multinationals and other private interests from the
developed countries with market economies seek partmerships in the Culf

area to upgrade crude oil and to take advantage of the very cheaply priced

-U "Gulf Basic Data" in "The Middle East", No. 17, London, March 1976,
p. 41.
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tural gas generally associated with oil, bringing in counterpart
technological know-how and management resources. At a later stage, as
demostrated bty the Bahraini aluminium industry, socme neighbouring Gulf
countries with better mines ané financial means, may enter into these
partnerships, substituting, though ocartly, fcr foreig: partners whose

interests are likely to diminish and who may, therefore, seek to retreat.

Project Expenditure of the Ministry of Industry and Development, 1979-1981

20. In addition to the main expenditures for new and on-going projects
implemented essentially through joint-venture operations, the Ministry
of Industry and Development has scheduled its own capital expenditures

for new and on-going projects.

2. Projects a.moimting to 2,427 thousand Bahrair dinars have been
projected over the years 1979-1982. According to available data, shown
in table 5, some 1,450 thousand dinars were scheduled for new projects in
1979, 774 thousand in 1980 and 200 thousand in 1981. No capital

expenditure were scheduled for the years beyond 1981.

Evolution of Sectors' Shares in the Gross National Product between 1973

and 1977 at Comnstant 1977 Priceall

22. Agriculture and fishing. Over the years, 1973-1977 the combined

gross product of agriculture and fishing, at constant 1977 prices,
decreased, though slightly, by 0.8 million Bahraini Dinars. However, the
share of this primary sector in total gross national product fell from

4,715 per cent in 1973 to 1,713 per cent in 1977.

1/ Analysis presented here is made by using figure estimates of the World
Bank; namely, WORLD BANK: "Bahrain Economic Position and Prospects".
Washington, 28 June 1978, Report No. 2058 - BH, Annex, Tabls 2.2,




PROJECTED CAPITAL. EXPENDITURES FOR NEW AND ON-GOING PROJECTS OF THE MINISTRY OF

Table 5

INDUSTRY AND DEVELCPMENT, 1979-1982 (in thousand Bahrain Dinars at Curront Pricus)l/

1979 1980 1981 198>
Projects Projects Projects Projects Projects
Total Cost In Progress New In Progress New In Progreas New In Progross Nuw
414?4 12 1 1450 - 774 - 200 - -

1/ Bahrain, Ministry of Finance and National Economy.
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23. Mining. Oil and other extracting activities continued to weigh
hsavily in th= gross national product, tut its share has Geclined. In
real tarms, the cil ané mining s2ctor's gress product decreasec, very
slightly, by 14.9 million Bzhraini Dinars between 1$73 and i377. Hewever,
th2 sector's share in the couniry's gross national product decreasad
substantially from 50.42 per cent in the base y=ar (1973) to more than

35.39 per cent in 1977.

24. The decline in the two primary comporents of the primary sector,
i.e., agriculture and fishing and oil extracting, was balanced by an
increase in the gross product of both manufacturing and services, mainly
trade and services, banking, insurance and real estate and public

admiristration and defense.

5. The domestic product of mamufacturing, valued at comstant 1G77
prices, was multiplied by almost 2.5 times, increasing by 66.5 million
Bahraini Dinars between 1973 and 1377, an annual average of

B.D. 16,625 million, or at 34.7 per cent per annum, During the same period,
the share of this sector in GNP, rose from almost 11.78 per cent to almost
21 per cent. * reading of developments in the different branches within
this sector, namely, 0il refining, aluminium smelting'and processing and
other manufacturing, as shown in table 6 shows that different branches

of manufacturing, flour milling excepted, have all contributed to its
achizvement. Manufacturing has, therefore, achieved an unusual rate of
growth (34.2 per cent per annum) and strongly consolidated its weight in
CNF. This can be explained mainly by the boost in construction, the
successive increases in oil prices and the commercial of th.e

aluminium industries together with other manufacturing developments.
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2t. Constiruction. Oross incoms in the construction sector, valued

at constant 1977 prices has almost doubled, from HD 34.9 million in 1973
to BD 61.9 million in 1977, the rise having accelerated in 1975-1977.
Therefore,the construction gross product increased over this four-year-
period at an annual average of BD 6.679 million or sligntiy above

19 per cent. In addition, the sector's share in GNP rose from nearly

8.45 per cent in the base year {1973) to almost 11.3 per cent in 1977.

7. The progress in this sector was due to two factors: a) structural,
namely, population growth andurbanization and b) conjunctual, namely, the

substantial increases in the o0il prices since 1973.

8. Trade and Services. This sector also achieved important growth

with its gross product almost doubling from ED 56.7 million in 1973 to
BD 106.7 million in 1977. Over the period this sector grew rapidly at an
annual average of BD 12.5 million, or at 2 rate exceeding 22.04 per cent
per annum. As to the sector's share in GNP it did also increase, using

from more than 13.74 per cent in 1973 to nearly 17.46 per cent in 1974.

2. Real Estate. Gross product in this branch increased from
BD 23.9 million in 1973 to BD 31.8 milliom in 1977, or an average rate

of growth of 11.8 per cent per annum,

30. Banking and Insurance. This branch of activities was the most

stimulated and boosted sector, with the value of its gross product jumping
from BD 4.1 million in 1973 to BD 49.2 million in 1977, at constant 1977
prices. The annual average gro.+th of BD 11.275 million represants an
average rate of exactly 275 per cent per annum., This reflects

tremendous expansion inbanking and insurance in Bahrain during this period,

and achieves the Emirate's objection of specializing in banking and
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insurance. Th2 effect of this growih on the economic structure appears
in the sharp rise in the share of banking and insurances in GNP, from

about 1 per cent in 1971 to almost 9 per cent in 1277.

Transport, storage and communications

31. Gross product in this secior increased from BD 22.9 million to
D 38.8 million between 1973-1977, or at an average rate of above 16 per
cent per annum. The sector's share in GNP, moved from roughly 5.54 per
cent in 1973 to more than 7.07 per cent in 1977. a2refore, while this
sector grew at an important rate during the period under consideration,

ite share in global ecomomic activity improved only slightly.

Public administration and defense

.32, This sector also grew notably, with its share in GNP increasing more

than two-folds between 1973 and 1977 from BD 18.9 million to

BD 44.9 million, or at an exceptional rate of about 35.4 per cent per
annum. The share of this sector in GDP almost doubled from about
4.58 per cent in 1973 to 8.19 per cent in 1977. This is shown in the

tables 6 aand 7.

i
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Table € Gross National Product by Irdusirizl Origin at
Constant 1977 Market Prices (1)

(Tn M511inne of Bahroin Dinars)

1973 1974
Azriculture and 10.2 9.7
Agriculture 7.8 T3
Fishing 2.4 2.4
Mining 209.0 221.5
0il 208.6 221.3
Other 0.4 0.2
Yamifacturing 48.6 6.1
0il Refining 19.1 25.5
Aluminium 16.0 19.9
Flour Mill 0.3 0.3
Other 13.2 19.0
Electricity and 4.9 4.6
Hater
Electricity 4.4 4.5
Water 0.1 C.1
Construction 34.9 40,2
Transport, Storage 22.9 26.8
and Commmnications .
Trade and Services 56.7 68.7
Banking and 4.1 6.8
Insurance
Real Fstate 23.9 26.1
Public Administra- 18.9 29.9
tion 224 Defence
CDP at MeDo 43307 299.0
Net Factor Income -21.0 -29.0
GNP at MePe 412.7 470.0

2.8

42.3
30.4

80.7

11.8

24.2
35.1

473.2
-3606
436.6

&

g

21.4
23.0

0.6
557

3.9

3.8
0.1

55.8
37.9

103.6

30.0

28.4
41.3,

602.0
-59.3
542.7

1977/
9.4

106.7
49.2

31.8
44.9

655.3
"10609

548.4

Source: Mission Estimates

1/ Preliminary estimates

(1) Vorld Bank: "Bahrain Current Economic Position and Prospects”, World Bank,

28 June 1978, Report No. 2058 - BH, Annex, Table 2.2.

]




Table 7

Gross Mational Product bty Irdustrial Origin
at Current Market Prices (2)

Iz XM llicne of Bahrain Dinars)

Agriculiure and Fishing 3.9

Agriculture
Fishing

¥ini

0il

Other
Marmufac VE:E.
0il Refining
Aluminium

Flour Mill
Other

Electricity ard Water

Electricity
Water

Construction

Transport, Storage and
Commmnications

Trade and Services
Bankding and Insurance
Real Bstate

Public Administration
and Defence

GDP art DeDo»
Net Factor Income

CNP at MeDo

1973 1974 1979 1976
5.0 5.5 6.8

2.5 3.3 4.4 5.2
1.4 1. 1.1 1.6
43.9 143.0 129.7 167.2
43.7 142.8 129.7 166.2
0.2 0.2 0.5 1.0
25.0 51.1 63.7 95.5
13.4 14.3 21.1 25.8
403 24.3 13.7 18'6
0.4 0.2 0.2 0.2
6.9 12.3 28.7 50.9
2.7 2.7 1.9 3.7
0.2 0.2 0.1 0.1
11.2 19.9 29.5 54.2
12.0 16.0 22.8 31.5
26.9 40.4 53.3 82.3
Te1 9.9 10.9 33.9
4.9 TeT 22.5 31.2
9.3 1764 24.2 31.6
147.1 313.0 364.1 538.0
"14.1 "21 06 “3302 -54.1
133.0 291.4 330.9 483.9

193.0
1.1

115.1
32,2
22.6

N 004

59.9

3.7

3.6
0.1

61.9

38.5
106.7
49.2
31.8

44.9
6553
-106.9
548.4

Source: Nission Estimafes

1/ Preliminary estimates
(2) Previous reference annex, table 2.1
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The Impact of Racent Desvelopmanis in Industry orn lLabour, 1371-1277

3:. The development of extracting oil and/or minsrals proca2seing
industriess determines the pattern, oxtent and shars of persons employs=d
in the various branches. Thus the setting up of such first processing
andé non-agricultural up-stream indusirial sequences, which are basically
capital-intensive and export 6riented does not produce substantial
industrial employment.l/ To the contrary, the development of down-stream
operations and an extension of the industrial lines of production to
include the latter are essentially labour-intensive sequences which lead
to a higher level of industrial employment, while reinforcing the share

of labour in manufacturing.

34. In the case of Bahrain, labour-sharing within industry has
reflected the latter's structural characteristics, while highlighting the
specialization of the economy as a whole. Considering the distribution
of labour among the different branches of industry in Bahrain over the
peried 1973-1977, as shown in table 8, we can sasily see that two first-
processing non-agriculural industries and one oil-related infrastructural
maintenance industry, mainly ship-repairing, have mobilized the major
part of industrial labour in Bahrain. Firet, cil-refining and allied
undertakings, classified under chemical industry, which ars in fact the
first-processing oil industiry, have been the main labour-intensive
industry in the Emirate, though labour in this industry hae stagnatzd and,

consequently, its weight dropped in relative terms; although it maintained

l/ The concept of first or two-seocuenced processing industries applies to
non-integrated industries which consist of ome or two of the first,
i.e., upstream processing of agricultural or non-agricultural first-
processing industries. The last catagory is subdivided into oil and
gag and into minerals. See in this respzct: EL-ZAIM, Issam and
ALSHAIKH-ALI, Abdel-Bari: "The Industrial Patters of Islamic Countriss
and Possibilities for Industrial Cooperation”, Vienna, 1978, UNIDO, ICIS.
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its leading position in the industrial employment paitern. Second,
first-processing non-agricultural industry, classified under basic metals
croduction and working, but not. fabrication, boostad its number of
employ2es and, consecvently, ranked second among the labour-employing
industries in the oountry. Added together, the two non-agricul tural
first-processing industries, namely, oil and alumirium refiaing, together
with other first-processing activi{ies, employsd some 5,062 workers or
58.96 per cent of the total labour (8,585) employed in the industrial
sector in 1973. In 1977, these enterprises employed 7,227 workers, or
nearly 55.59 per cent of total industriali labour. This means that
specialization of Bahrain's industry in the first-processing of o0il and
in imported minerals has slightly declined over the period 1973-1977,

although it remains to be largely predominant in terms of employment.

35. On the other hand, the number of employees in the transport,
mainly ship-repairing sector increased strongly. In 1973, 1,929 manual
and clerical workers were employed in this brauch, almost 22.46 per cent
of the total industrial labour in that year, compared with 2,380 persons
or nealy 18.31 per cent in 1977. As a conseguence, ship repairing and
transport became the second-largest industrial employer in Bzhrain.
Futhermore, since the btasic metals processing industry is fundamentally
based on gae, and as ahip—répairing is basgically an oil-related infra-
structural maintenance industry, the two first-processing branches, namely,
0oil and metals, together with these gas and oil-related industries are

either based on or related to hydrocarbons.

1]




18, AS & group, ‘hese three indusiries had employed 6,99C workers,
or 81.42 ber cent of the total industrial labour emplioyed in Bahrain in
%#¢73, compared to 9,607 workers, cr 73.8¢ per cent in 1$77. This
illustrates an increase of 2,617 in tne number of worksrs employed in

those three first-processing and infra-structural maintenance undertakings,

although the relative share of these branches declined by 7.5 per cenw.

37. Almost all the other industrial establishments have realized omly
a limited increase of employment; only the paper and paper products
industry (including printing). did not achieve any increase., In fact,

only the mechanical indmstries achieved a very striking rise in employment
~ the highest in all industries - between 1973 and 1977. These branches
multiplied the number of their employees frem 172 or 2.0 per cent of

the total in 1973, to 1,013 or 7.9 per cent, in 1977. Therefore, the

share of this industrial branch in the total employment had multiplied.

38. Since mechanical industries are stimulated by developmenis in
ship-repairing and in the down-stream branches, i.e., aluminium and
hydrocarbon processing, it may be justified to add this last branch to
the first three already examined branches of first-processing and oil-
related infrastructural maintenance. Should this be the case, the number
of workers employed in the four branches will be 7,162, or 83.42 per cent
of the total of workers employed in industry in 1673, and 1C,620, or
almost 81.17 per cent, in 1977. This changes the trend reflected in the
three combined branches, and, at the same time, highlights a2 small decline
in the four main hydrocarbon-based or related industrial branches, namely,
oil refining, metal processing, shio repairing and related mechanical

industries,



Table 8 INDUSTRIAL ESTABLISHMENTS BY TYPE UF ACTIVITY
AND PERSONS EMPLOYED

1973 s e
TNOUSTRY No. of Yo. of . Establishments with Ewployec] No. of Ho. of Futablishacuts witin Frglesed
Establish- Employccs Nuabory Establish- Eaplovees Lueneve I
ments 10 11-30 51-200 _+200 manta 0__ =56 _5l=a0h 179
1. Agricultural, Feod & Beverage Indusctries 21 448 10 8 J - 28 587 16 9 3l .
2, Wood end Derived Inductries
(including Joiners' Shops) 64 221 60 4 - - 80 370 72 A ~ -
3. Paper and Perived Products /
(includiag printers) 6 194 1 4 1 . 10 wat! S 4 ) - i
4. Chenical 1ndustries ‘
(ircluding vil vefining) 9 4,056 3 k] 2 1 10 4,085 H 3 { ]
5. Bulldiag M:terials
(excludiag building contractors) 20 364 6 13 1 - 54 534 3 16 ) - |
6. Glass industries 2 15 2 - - - 4 Lh ] b} - - Cs
. 7. Plastics industrics 2 41 1 1 - - 4 69 t 1 - |
8. Basac Netaols
(Production and working; not
fabricatica) 2 1,006 - 1 - 1 4 3,142 . 2 \ |
9. Mechanical Insastries 29 172 2) 6 - - %9 1,01) b1 21 \ )
10. ¢lecirical Irdustrics 6 136 1 2 1 - 40 W3) 3l / ¢ -
11, Traaspor: *
(including ship vepairing) 3 1,928 - - - 3 20 2,330 4 n } 4
12. Miscellareous 1 [ 1 - - - 1 2% 2 5 LI
Total 163 8,585 108 42 8 5 320 13,001 20¢ 92 13 7

v

®Pahrain: Cur

Sourcc: 1973: Industrial Planning Study by ACTIM, August 1973

(Exployce mumbers adjusred in 5 companies wheve employee numbers scemed incompatible wivh turnover).

1977: Bahraia Official Industrial Directory - Ministry of Deviiopment and Industry
(?lus 50 small cavrpenters' shops). ..
rentl Economic Oosition and Prospects, World Bank, Washington,

Tkis appears lov coepared with the 1973 figure.

28 June 1978, Report No. 2058-LH.
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Chapter II

IABOUR CONDITIONS, POLICIES AND REGULATICNS

Eistorical Background

39. As a result to the fatal decline in the pearl-diving industry

and its world trade during the 1930's there was thousands of unemployed
workers in Bahrain.l/ At the time several legal reforms related to labour
conditions and wages in the pearl-diving industry were introduced. These
two combined factors made cheap:labour available to BAPCO, the Bahrain
Petroleum Cofpora.tion, which was still searching for oil. Indeed, these
reforms brought about new opportunities for jobs in BAPCO's installatioms
and offered labcur the potential for regular and relatively high wages.
BAPCO found abundant and cheap labour available. For jobs which required
some skill, BAPCO imported foreign labOur.y Consequently, Bahraini
workers were concentrated in subaltern jobs, while foreigmners occupied top

aad interme iiate positions.

40. During the first ten years which followed the establishment of the
Bahrain Petroleum Company (BAPCO), foreigners were increasingly employed,
especially when accepting lower wages than Ba.hra.inis.y Indeed, the number

of Bahraini workere directly employed by BAPCO declined between 1948 and

U "The Administrative Report for the Years 1926 - 1937": "The number of
workers in pearl-diving decreased gradually from 1,900 workers in the
Yyear 1935; the biggest decline took place between 1933 and 1935, and
wae estimated at more than 6,000 workers or 39 per cent of the total
labour force in this profession.” See AL-RUMAIHY and also
AL~UBEIDY IBRAHIM-KHALAF: "The National Movement in Bahrain 1914~1971."

~ AL-RUMAIHY, Mohamed. Gh.: "Problems of Political and Social Change in
Bahrain, 1920-1970", Kuwait 1975, Al-Wahdah, Editing and Distribution
House, p. 131, in Arabic; SHAWADRAN, B.: "The Middle East and the
Great Powers”, New York, 1955.

-3/ NAKHLE, Bahrain, p. 77.
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135¢. Wwhile the total number of BAPCO staff increased during that
period from 6,708 to 8,716 persons, the percentage of Bahrainis in this
total fell from 76.5 per cent in 1948 to 63.9 per cent in ‘;95?.1/
According to BELING and PORTER, around 40 per cent of the labour fcrece

in Bahrain werz employed at BAPCO during the mid-fifties,

41. In addition to a small population, employment was limited to
Bahrain's enterprises existing at that time. This was due to the
BEmirate's underdeveloped economy and its major dependence on the 0il and
services sectors. According to a census made in 1956, there were no more
than 687 enterprises, or 93 per cent of the total, being micro-emterpriees,

each employing ndt more than five persons.g/

42. Furthermore, during the same period, employment was concentrated
in seven foreign enterprises. Apart from BAPCO, which is a joint
subsidiary of two US multinational ccrporations, but largely registered
in Canada, there were six other major employerz in the Emiratz. These

Wwere the seven major employers:

ACME Company - for building and construction
BAPCO ~ for the oil sector
Grey Makenzie - for sea trmsportation

The East African Near Eastern Corporation (EANE) - dealing with consumer

Goods.

ﬂ BELING, W.A.: "Recent Developments in labour Relations in Bahrain”, in:
Middle East Journal, Vol., XIII, No.Z, Spring 1959;
PORTER, R.S.: "The Third Population Census of Bahrain, 1959", Beirut,
1961;
SHAWADRAN, B.: "The Middle East and the Great Powers", New York, 1955.

y PORTER, R.S.: "The Third Population Census of Bahrain, 1959", Beirut,
1961, p. 42.




The British Overseas iirways Corporation (3CAC)

The British Military Base in Al-Muharrag and Al-Gefeir
ary q

43. Many Bahraini workers who had emigrated to Saudi Arabvia to work

in the newly developing oil industry had, following strikes in that
country's oil industry in 1953, to return to Bahrain. The unemployment
problem became very serious in the Emirate. Conseouently, a special
labour board was established to supervise the labour market and to organise
industrial relations. The number of unemployed was increasing in the mid-
fifties, and the opening of the Emirate to immigrants made things more
dif°icult. Under these conditions the labour board was only partly
succesful in finding jobs for the unemp oyed. This is shown in the

following table 3.

Table 9¢ Unemployed Registered at the Labour Board

BAHRAINI FOREIGNERS

Registered Registered

Unemployed Employed Unempl oyed BEmployed
19551-/ 2586 586 no employment-authorized
19563/ 1443 1189 " " "
1957 2843 1043 828 241’
1958 1866 1247 993 421
1959 1122 977 639 L 324

Y AL-RUMAIHY, p. 156

2/ LITTLEFIELD, p. 77

Source: KHALID, Abdallah: "On the Conditions of the Establishment
of the first Trade Union in the Gulf (Bahraini Federation of
Labour)", in: AL-Taric (monthly), No. 6, Beirut, December 1979.




Education
44. Regular education in Bahrain started in 1919 with the opening of

first boys' primary schocl. Ir 1928 the first girls primary school was
opened, and in that same year a group of Bahraini students was sent to
the American University in Beirut. A year later education was put under
direct Government control. In 1936 the first boys’ seconéary school was
opened. In 1951 the first girls' secondary school was opened. Previously
the education system was made up of only two stages, namely, primary and
secondary, but in 1961 the intermediate stage was introduced. The male
and female teacher training colleges were opened in 1966 and 1967
respectively. Available datal/ indicates that the number of students in
both Government and private schools has been increasing, except for a
slight decline in 1967/1977. The teaching staff in these schools was

also increasing annually except during 1567/1977.

45. Higher levels of literacy has usually been associated with
increasing industrialization, higher productivity and incomes, and improved
living conditions. The manpower needs of rapidly developing societies
have been met by increased educational opportunities. Increasing literacy
has accompanied Bahrain's development. The percentage of the population
aged 15 and older that is illiterate dropped from 75 per cemt in 1959 to
60 per cent in 1971. All sex and nationality groups have participated in
this decline, with the exception of non-Bahriani males between 1959 and
1965. Patterns by age also provide insight into historical trends in
illiteracy. In the older population, illiteracy reflects the limited

educational opportunities which were available more than 40 years ago.

1/ State of Bahrain, Ministry of State for Cabinet Affairs, "Satistical
Abstract 1977", Bahrain, October 1978, Directorate of Statistics,
Section 4, Education Statistics, p. S7.




The vounger peopulaticn has taksn advaniage of recent educational expansion.
The literate pecpulation increased censiderably betwsen 1950 and 1971.
However, despite the progress that has been made, and despite that the
rates of illiteracy in Bzhrain were lower in 1970 than in other Arab
States, illiteracy rates in the Emirate have exceeded the world rates

since 1950 (Population Reference Burszau, 1975).

46. Improvements in literacy among Bahrianis reflect the expansion

of the educational system Quring the 20th century. However, more than

one half of the Bahrainis were illiterate in 1971. Although the literate
population grew from 12,594 in 1959 to 35,779 in 1971, the illiterate
population grew by 11 per cent, which was due to the increase of illiterate

women, from 28,710 to 34,500.

Educational Attainment

47. Increasing proportions of the population have been taking advantage
of the educational opportunities, a indicated by the educational

attainment of the population of 20 years and overl/ . The p'opulation that
had completed intermediate or higher-level education more than doubled
between 1965 and 1971. The percentage of the population completing more than
primary education increased from 10.2 per cent in 1965 to 17.5 per cent in

1571, as shown in table 10.

48. Bahraini females remain the least educated category, yet they
achieved the greatest increase in educational atitainment between 1965 and
1971. The number of women who had completad more than primary education

increased more than six times. Although schools for girls were not

1/ Unless a specific age category is mentioned, the following discussion
refers to the population of 20 years of age and older,
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availiable uniil years aifter comparable schools for boys has been started,

it is evident that culiural restrictions on womsn prevented tham from

taxing advantage of awveilabls schools and programmes. Only recently have

women gone to school bsyund the primary level. For 1971, 25 per cent

of woman aged 20-c4, compared with only 5 per cent of wWomen aged 25-34, !
had more than primary education. Bahraini men are far an=ad of their

female counterparts, since 60 per ccent of men aged 20-24 have more than

a primary education.
School Enrolment

49. Table 11 presents emrolment rates, the percentage of the
population that is attending eschool by age, sex and nationality. The
1965 and 1971 census provide the basic information. Enrolment rates in
1576 are estimated for Bahrainis only by relating school enrolment in
the 1975-1976 academic year (Bahrain, Ministry of Education, 1976) to
the estimated population in 1976. Current enrolment rates imply a
substantial improvement in both literacy and educational attainment in

the future.

50. Over 60 per cent of Bahraini pe~ulation in the age graup of d
5-19 was enrolled in school in 1976. The age category of 10-14 years had

the highest enrolment rates. Since 1965, enrolment rates for boye in ‘
the age group of 5-9 have been increasing, while rates for boyes of 10-14

have stabilized at over 90 per cent. Enrolment rates for the ags group

15-19 showed some decline, Rates for Bahraini girls have increased in all

age groups, but most noticeably among those 15-19 years of age. Cirls

now consitute 45 per cent of the school population in all three age groups.

Since 1971, Bahraini girls have constituted 43 per cent of primary school

enrolment, 45 per cent of students at the intermediate level, 54 per cent

of general secondary students, and 38 per cent of commercial secondary
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Table 10: FPercent of the Population in Ages 20 and Older Wno Eave More
Than Primary Education by S Nati ity: 2 7
g Yy Sex and Nationality: 1965° and 1971

Nationality Total Males Females
1965
Total 10.2 12.6 6.9
Bahraini 4.7 8.2 1.0
Non-Bahraini 23.9 19.6 38.3
1971
Total 17.5 21.8 11.6
Bahraini 13.4 20.8 5.8
Nen-Bzhraini 28.7 23.6 45.0
a

Ages 21 and older in 1965:

Sources: Bahrain, Finance Department, Fourth Census of Poou-
lation: 1965, Tables 37-45; Bahrz.a, Ministry of

FPinance and National Economy, Statistical Bureau,

Statistics of the Populaticn Cansus:

l16-18.

1271, Tables
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Table 112 Sahraini Scudonces in Aigher Educaticn

by Country and Sgpccialization, 1976/77

2h-na,l
Frtedgon 2]

Saudi

Specializazion Epypt Kuwait Iraq Arabia UK India USSR Qatar Lebanon Gthers Total

Medicive 126 - - - - - 22 - 5 43 -196
Pharmacy 11 - 5 1l - - - - - - 17
Engineering 57 10 32 48 1 - 13 - 28 20 215
Sciences 66 86 41 42 - - S 16 15 11 281
Mathematics 5 2 8 § - - - 17 4 - 70
Cozzercial 132 146 & 18 - - - - 1 6 307
Adminiscrazion 7 13 42 3 - - - - - - 65
and Econoz=ics ) ) .
Economic and Po~ 19 10 6 - - - T - 1 3 50
litical Scinece :
Law T T S - - 1 65
Lav and Sharia 8 1 - 3 - - % - - 2 32
Fine Arts 33 - &8 - - - ) R - 2 40
Arabic Language 66 37 2 10 - - - 12 - - 127
English 40 33 2 18 2 2 - 14 3 5 121
History il 30 2 5 ~ 2 7 1 - 4 62
Geography 14 46 1 15 - - - 5 - 4 84
Philosophy - 35 - - - - - - - 9 44
Psychology and 35 8s 3 17 - - - 1l 2 3 149
Socloleg:
Ares 60 65 55 17 - - 2 5 - 205
Agriculcura 5 - 6 - - - 3 - - - 13
Physical 14 - 4 - - - - - - - 18
Education ’
Music and 27 - - - - - - - - - 27
Theatre
Craduate Course 10 - - 1 3 2 - - 7 25
Others 41 - - 13 6 159 90 3 16 ) § 16 345
Total - 842 636 248 212 165 96 ' 77 84 64 136 2,544
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anrolment, 1In 2243ticn, 3Bahraini giris demostrated that they are less

likely to repeat a grade than boys.

51. To summarize, information on school =nrolement, educational
attainment, and literacy, show a consistent improvement in the educational
sta:tus of the population, although the rural population, women and some
age groups have yet to participate fully in the educational system. Such
progress is both a determinant and consequence of economic development in
Bahrain. Higher levels of educational attainment among women have already
led to delayed marriage and lower fertility, particularly among non-
Babrainis, Although the quality of education cannot be assessed with
available data from census and sﬁrveys, the demand for higher education
is growing, the labour force participation of women is increasing, and the

general educational attaimment of the labour force is increasing.

Post-Secondary Education

52. Post=secondary education in Bahra.inl/ is confined to two teacher
training colleges, and to the Gulf Technical College, an institution
established in 1968 through the cooperation of Bahrain, Abu Dhabi, and the
British Ministry of Overseas Development (BMOD). The College is presently
financed by Bahrain, Abu Dhabi and Qatar. BMOD provides the cost of
British staff, and this contribution was to end in 1979. The College is
open to all the Gulf countries, The courses cover a wide spectrum,
ranging from three years for commercial and business administration to
four years of technical and engineering courses. In December 1977 UNESCO
recomnended upgrading the College's curricula and improving its financial

planning.

1/ World Bank: "Bahrain Current Economic Pofition and Prospects”, Washington,
28 June, 1978, WOrl Bank, Report No. 2058-BH, pp. 9-11.
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53. As =2xpansion of =2conomic activities in Bahrain and neighbouring
countries slows down, graduates of the general secondary schools may

find it more difficult to find employment in the futurs. Ccnsequently,

the authorities are considering ways of limiting entry to general secondary
schools, and diverting more students to techmical secondary schools.

Thie shift in educational policy also stems from the Govermment's desire

to reduce the need for foreign labour.

54. To identify the needed skills and to suggest the means of training,
a High Council for Vocational Training was established in December 1975.
The Council is chaired by the Minister of Labour and Social Affairs.
Responsibilities of the Council include the formulation of a vocational

training policy.

55. Current development efforts to introduce modern industries to
Bahrain and to make it a financial and business center will be sirengthened
by the rise in literacy. Therefore, the Governmeni may wish to consider

introducing compulsory primary education.

56. In 1972/1973 the Government began to make serious efforts aimed

at eradicating illiteracy among the adult population. For that purpose, it
established 14 literacy centers scattered throughout Bahrain., Enrolment

in these centers was 5,000 in 1976/1977. 1In addition, the Government has
been making considerable efforts for increasing the number of skilled
Bahrainis, and for this purpose, a number of vocational centers have been
established. The facilities of the Gulf Technical College and the other
technical schools have been made available for night classes. As a result,
training centers exist now for the Dry Dock (ASRY), the Electricity

Departiment, Cable and Wireless, BAPCO, ALBA, the Gulf Air, and hotel and

catering.
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Table 12: Graduates a2t Gulf Technical College
(1972/73 - 1876/77)
Bahraini Cmani Total Grand
Year Male Ferale Male Fezale Male Female Total
1972/73 8 10 2 3 190 13 23
1973/74 19 16 4 - 23 16 39
1974/75 48 21 8 2 56 23 - 79
1975/76 33 24 7 5 40 29 69
1976/77 22 24 - 3 22 27 49
Source: Ministry of Edvcatien.
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Table 13!
Enrol ment Rates>/by Ace. Sex, and Nationality: 1965, 1971
and 1976 (Bahrainis Onl and Mean Annual Percent Change
Sex Bahrainis Non-Bahrainis
Age 1965 1971 1976 Mean Annual 1965 1971 Mean Annual
¢ Change % Change
1965-1976 : 1965-1971

Total

5-9 48.4 47.8 58.4 1.8 60.4 62.5 0.6

10-14 74.8 79.8 84.0 1.1 78.3 82.7 0.9

15-19 48.3 51.1 49.7 0.3 25.5 26.5 0.6

|

Males S

5-9 56.0 52.4° 63.6 1.2 61.4 64.3 0.8 '
10"14 92.1 91-5 92.0 "0-0 7901 81.8 0.6
15-19 68.2 60.6» 54.9 -1.7 22,0 20.9 . ~0,.8
Females

5-9 40.9 43.2 53.1 2.7 59.2 60.5 0.4

10-14 55.9 67.8 75.8 3.2 77.3 - 83.8 1.4

15"19 28.1 41.6 44.4 5.2 35.2 38-8 1.7
a/

Percent of the population enrolled in school.

Sources: Bahrain, Finance Department, Fourth Census of Population' 1965, Tables 33-31;
Bahrain, Ministry of Finance and National Economy, Statistical Bureau, Statistics
of the Population Census: 1971, Tables 5, 17; Bahrain, Ministry of Education,

Planning Directorate, Educational qtatistics for the Academic Year 1975-1976,
oP. 48-129; Table C.3.

.
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Changes in BAPCO'sS Baployment and Racruitment Policy 1270-1977

57. The number of amployzes of the Bahrain Petroleum Company (BAPCO)
almost quadruplad between 1970 and 1977, jumping from 1,000 to 3,878
employees. The composition of the different national categories among

BAPCO's employees have changed during the years 1970-1977. See table 14.1/

58. On the basis of the pattern and changes of nationalities shown
in this table, it may be possible to assess a recrmitment policy giving:
first priority to Bahrainis with a tendency for reducing their share
in the total number of gmployees;
second priority to increase the number of British and Commonwealth
employees;
third priority to increase the number and psrcentage shares of
American nationals and those of the category Others; and

fourth priority to stabilize <+{he number of Gulf Arabs.

59. While the recruitment policy of Bahraini naitonals, United Kingdom
and United States nationals respond to various economic, political and
strategic considerations for the company, the policy related to
Commonwealth nationals respond to cost and control considerations, with
that affecting Gulf Arabs could be explained in terms of political and
strategic considerations for the company and of economic conditions in the

neighbouring Gulf states,

60. Should the Bahraini Government decide to take-over BAPCO, the
recruitment policy as well as the compbsition of employment may undergo

progressive changes,

1/ State of Bahrain, Ministry of State for Cabinet Affairs, Directorate of
Statistics: "Statistical Abstract 1977", Bahrain, October 1978,
Table 58, p. 92.
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Table 14 ; BAPCO Employces by Nntionalitz; 1970-77

Nationalicy 1970 1971 1972 1973 1974 . 1978 1876 1977
No. b4 No. X No. z No. x No. z No. z No. Z No. X
Bahrafnis 3,900 89.1 3,460 -89.1 3,330 89.2 3,313 89.3 3,385 89.0 3,335 88.6 3,205 87.4 ; 3.900 8.6
. . I -
Galf Arabs . 53 1.2 47 1.2 4 1.2 36 0.9 30 0.8 34 0.6 20 0.5)
British 209 5.7 225 5.8 210 5.6 200 5.6 222 S.8 220 5.8 235 6.4 290 7.3
Cozronvealth 114 2.6 101 2.6 88 2.3 89 2.4 15 0.3 116 3.1 138 3.7 300 7.6 o]
Amarican 13 0.3 12 0.3 12 0.3+ 21 0.5 36 0.9 39 1.0 3% 0.9) '
0.‘ ) ) 58 1-5
ther )
Kationalities 48 1.1 38 1.0 47 1.2 41 1.1 113 2.9 30 0.8 35 0.9 ]
Total '4,377 100.0 3,883 100.0 3,731 100.0 3,708 100.0 3,801 100.0 3,764 100.0 3,667 100.0 3,948 100.0

Source: Bahrsin Petroleum Company, Limited, Bahrain.



Table 15

Employed Population by Major Jndustry Grouri.li32 to 197}
. Mcan Annual
Induscry Number Porcent Distribution Pcrcet Chance
1959 1965 1971 1959 1965 1971 1959-1.965 196%-1971
Total . 46.955 $),274 59,590 100.0 100.0 100.0 2.1 1.0
Agriculture and fishing . 4,464 4,654 3,99¢ 9.5 8.7 6.7 0.7 -2.)
Mining and manufacturing ) 10,405 7.518 9,464 22.2 13.9 14,2 ~4.9 2.0 j
GCas and water - - 1,705 - - 2,9 - -
Construction 4,739 8,328 10,404 10.1 1%5.6 . 17.5 1).2 4.0 |
wWholcsale and retail tradep : o
restaurants and hotels 4,766 7,386 7,706 10.2 13.9 12.9 9.6 0.7 oo
. !
Transport, storage and
communication 1,631 5,494 7,743 3.5 10.3 13.0 41.2 6.6
Financing, insurance, real '
estate, and business
services . 27) 354 1,004 0.6 0.7 1.8 5.2 33.4
Community, social, and personal
acrvices 20,137 19,540 18,3088 42,7 36.9 30.8 ~0.5 -1,0
Activitics not classifled . 540 -- 106 1.2 - 0.2 -- ~—

Sources: Dahrain, Population Census 1959, pp. 19 -21:; Bahrain, Finance Department, Fourth Ceasus of Population: 1968,
Table 73 Pahraln, Miniastry of Finance and National Economy, Statistical Bureau, Statistics of the Population
Census: 1971, Table 10.
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Table 1§

Percent Distribution of the Employed Population by
Major Industry Group and Sex; Percent ition-Bahraini
in each Major Industry Group by Sex: 1971

(Percent)
Total Non-Bahraini ]
Industry Male Female Male Female
Total 100.0 100.0 36.9 43.5
Agriculture and
fishing - 7.1 0.1 24.9 25.0
Mining and manu-
facturing : 14.9 2.7 33.5 48.3
Gas and water 3.0 0.1 13.1 75.0
Constxuction 18.4 1.2 45.7 80.0
Wholesale ané re=-
tail trade;
restaurants and
hotels 13.4 4.5 36.8 51.7
Transport, storage
and communication 13.5 3.7 34.2 58.8
Financing, insur-
ance, real estate,
and business
services 1.8 2.3 31.5 34.7
Community, social
and personal
services 27.7 85.3 40.3 41.9
Activities not
classified 0.2 0.1 39.8 100.0

—

Source: Bahrain, Ministry of Finance and Mational Economy, Statistic:
Bureau, Statistics of the Population Census: 1971, Table 10.
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Share in labour Forc2 in Various Sectors

57. According to 1277 estimations the labour force in the different
economic sectors added up to 63,315 workers of whom 39,848 were Bebrainis.
As regards the sactoral distribution of iabour, 92 per cent of the total

working force were concentrated in three sz2ctors, see table 17.

Table 17: Sectoral Distribution of labour, 1977

Sector Share in Total Labour Force
Services 57.9
Building and Construction 17.3
Industry : 16.8
Other Sectors 8.0
Total 100.0
58. Table 18 shows in detail the distribution of labour among the

different economic sectors.l/

Y IDCAS: "A Country Report on the State of Bahrain", IDCAS, 1979,
pp.8-9 (Aravic)
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Tabls 18: 3Istimate of ths Sactoral Distribution of the labour Force

(Number ; Per Cent)

Si of th b
Sactor kit @ Labour Porce Share of the Sector

Partial Total

SERVICES 36,666 57.¢

1. Commerce and
cooperatives 8,091 -

2. Communications
and storage 8,130 -

3. Finance 1,138 -

4. Social and pri-
vate services 19,307 -

INDUSTRY 10,678 16.8
1. 0il extraction 4,526

2. ‘Electricity, gas
and water 1,790

3. Manufacturing
and others 4,362

BUILDING AND
CONSTRUCTION 10,924 17.3

AGRICULTURE AND

FISHING 4,190 6.6
OTHER SECTORS 857 1.4
TOTAL 63,315 100

Bahraini Labour
Force 39,848 63
Non-Baanraini
Labour Force 23,467 37
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59. Bahraini nationals represent 63 per cent, or a little less than

two thirds of the Emirata's labour force. This labour pattern contrasts

with the corresponding labour force structure in th= neighbouring Gulf

States {Kuwait, United Arab Emirates or Qatar), where immigrant labour

is largely predominant in many sectors of the national economy. The . )
predominance of Bahrainis within the Emirate's labour force is as much

on the scale of the global economy as in each of its sectors. In the

case of the mining and manufacturing industries, Bahraini labour is

strongly predominant, compared to immigrant labour, and this shows the

capabilities and positive prospects for the Emirate's economy.

60. Women are very marginally employed in the Bahraini economy. In
1977 Bahraini women workers totalled 1,941 or 3 per cent of the Bahraini
labour force; non-Bahraini women workers totalled 1,470, or 2 per cent

of the total immigrant labour. Therefore, the employment of women -
both Bahraini and nor-Bahraini - in various economic undertakings are
very limited, with the exception of services, which includes teaching and

nursing.

61. The sectoral share of national and immigrant labour by sex is

shown in Table 19,

62. Electricity, gas and water has the highest percentage of Bahraini
male labour (86 per cent), followed by agriculture and fishing (74 per
cent), and other non-defined undertakings (73 per cent) and mining and
manufacturing sector (66 per cent). The lowest percentage (54 per cent)
of male Bahraini workers was found to be in the building and construction
sector, followed by services with 57 per cent. Male immigrant workere

have the highest share in services (34 per cent), mining and manufacturing

(33 per cent), and lowest in electricity, gas and water (13 per cent).




Table 19: LADOUR SHARE AMONG TII2 VARTOUS ECONOMIC SHCTORS (1977 ESTIMATIONS) V

Sector Total Bahraini Hon - Vahraini
malns females males [T females |
number | Lago numbver | Aage nwaber | fage nunber | fago
share share : share share
Services 36,666 20,825 57 1,843 5 12,618 M 1,380 4
Building and
Construction 10,924 5,912 54 8 x 4,970 45 34 x
Mining and '
Manufacturing ! 8,888 5,848 66 47 x 2,949 33 44 x
Agriculture and | . ”
Fishing ; 4,190 3,142 74 3 x 1,044 25 1 X
“P
Electricity, Gas | .
and Water 10,124 5,912 54 8 X 4,970 45 34 X
Other undertakings i‘ 857 627 73 39 5 183 21 8 1
|
Total l 63,315 !37.907 60 LM .J 3 21,997 35 ' 1.470J 2
L.---‘..‘=a========.= ﬂ=-======--=ﬂ=-ﬂﬂ.'HEH&"BH'# RN EIEEaANERITNERENNwR ErOROEE S EUSE RN I I E N EERREENE SR TR s

_1/ MINISTRY OF DEVELOPMENT OF BAHRAIN, Al-Manama, 1977, an wupubliéhod report, cited in IDCA3: "A Country Report
on the State of Bahrain", p. 11

-{7..
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63. According to the 1371 census, immigrant labour cffectively

in ihe different Sectors amounied to 22,391; 1t increased to
an estimate of 23,467 workers in 1977, or by 4.9 per cent. Drawing
parallel, the national labour force increased from 37,950 workers in
1971 to 39,848 according to the 1377 estimations, thus reflecting an
increase of 5 per cent. Consequently, the ratio of natio=al to forcign

labour has not been altered during the period 1971-1977.

64. Both Bahraini and expatriate workers are required to obtain a

work permit and register at the Ministry of Labour and Social Affairs.

Work permits of expatriates may be cancelled if Bahraini workers become
available or if they become unemployed for a period of one month or more.
Expatriate workers mey also lose their permit if they undertake work for
other employers within tke two-year period for which they are contractually

engaged and brougnt into Bahrain.

65. The Labour Law has quits elaborate provisions for mediation,
conciliation and arbitration of labour disputes, but they are not often
used, If tﬁe workers present grievances against their employer the
matter is handled informally by the Ministry. The employer may be

recuested to raise his wages to the level of similar plantswl/ I

The Main Labour Policy Orientations

66. Lue to the rapid development and diversification of industry in
Bahrain in recent years, the need for effectively meeting the Nation's
requirements in trained manpower hag been of much concern to the
Government. Ir 1976 the total work force numbered approximately 80,000,

about one-half of vhom were Bahraini citizens, the remainder being

Y WORLD BANK: "Bahrain : Current Economic Position and Prospects",
Washington, 28 June, 1978, Report No. 2058-BH, p. 13.
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expatriate workers.

»

67. To h2lp meet the cdemand for trained manpower, it was estimated

in 1976 that during tke next 10 years, approximately 34,000 Bahraini
school-leavers would enter the work forc:s and that permanent job
opportunities would be available in thrze main areas as follows:l/

1. Replacement of Bahraini workers retiring, etc. (8,000), 2. New
jobs being ccreated in the economy (10,000), 3. Replacement of non-Bahraini

workers (16,000).

68. Of the three and a half thousand school-leavers who could be
entering the work force on an average each year, approximately ome-third
would have successfully completed secondary school and many training and
higher educational facilities for persons of that level of edvucation are
already avialable. However, in the past, a number have followed courses
which were not as appropriate to individual and national needs as they
might have been, resulting in individual disappointment and loss to the
nation as a whole. With regards to the remainder, it is estimated that
over two thousand will enter the work-force annmually, without having
completed serondary school and ve;-y few training opportunities are
available for such persons at the present time. Furthermore, in the
past, a very high number c¢f school-leavers at that ed;icationa.l level
have entered the work force untrained and with little prospect of ever

being able to follow an organised training programme.

65. Consecuently, apart from the need for training opportunities for
future school-leavers, there is also the major task of up-grading the
skills of existing workers, wherever this is appropriate and practicable.

Naturally there are, and will be the foreseeable future, jobs that require

1/ Source: State of Bahrain, The High Council for Vocational Training,
Information Booklet, July 1976, pp.1 + 2.
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very littls or virtually no training at all. Nevertheless, large numbers

2xisting workers do require iraining in order to improve their skills,

promotion and overall development.

T0. It became jincreasingly apparent that if these problems were to
be cvercome and individual and national training needs effectively met,
ther training would have to be co-ordinated at a national level and the
necessary training policy and plans developed. This would be the first
step towards ensuring as far as possible that all Bahraini citizens are
given the opportunity of realising their full potential which in the

final analysis will be essential for the nation's overall continued

economic and social advancement.
The Labour Law

. In 1976 the Government passed a comprehensive labour law regula-
ting the conditions of work for local and foreign employees. This law
concerns such matters as work permits for Bahraini aand expatriate workers,
and priority of employment. It also stipulates vocational rehabilitation
for injured employees, vowftional training and protective provisions
relating to juvenile and female employees in hazardous employment and
hour= of labour. It applies to all private and para-statal employees.
Indemnity is provided in the case of premature termination or employment
without fault by the employce. However, the latter appears 1o involve

rather lengthy administrative and possibly legal procedures, No form of

collective bargaining is mentioned in tne Labour Law, though it refers

to collective action by employees in labour disputes.
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T2. The provisions of the law which apply to Bahraini workers also

generally arply to expatriates, with the exception that the latter

cannot b2 employsd for a task for which qualified Bahrainis are available,

and their de-facto pension rights are limited by the frequently short

period of their employment. Of course, the importance of priority of )
employment for Bahrainis has been reduced by the tight labour market

that heretoforz has prevailed.l/

Social Insurance Law

13. This law was enacted together with the Labour Law and applies to
all non-Government workers regardless of nationality. But because work
for 20 years is required to qualify for old-age pension (unless the
worker has reached age 60 for males or S5 for females), most beneficia-
ries are Bahrainis. The coverage for old-age pension is now about 35,000
workers, which is probably about 70 per cent of the Bahraini work force.

The pension is funded with 11 per cent of the wage to be paid by the

employer and 7 per cent by the employee. These charges tend to raise the ¢
cost of bahraini labour considerably above that of non-Bahrainis, though

the health charges for expatriates may be somewhat higher.

14. In addition to the old-age pension, insurance is provided against
Jjob-related injuries, disability, death and unemployment (after qualifying
for a pension). Three per cent of the monthly wage are contributed to
workers' compensation type insurance, and other charges are set by the
Minister of Labour and Social Affairs following recommendatioms Sy the
Directors of the General Organisation for Social Insurance. The system
operates independent of the budget and is therefore assumed to be

actuarially self-sufficient,

l/ WORLD BANK: "Bahrain: Current Economic Position and Prospects”, |
Washington, 28 June 1978, Report No. 2058-BH, p. 14.
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Wages

5. Little information is available on wage rates in the private or
parastatal sector. However, wages ~ whether for Bahrainis or expatriates .
- are high. triates may cost up to twice as much per head as

Bahrainis for unskilled or semi-skilled construction iabour, include the !

costs of securing them and bringirg them into the country.




AGRICULTURE AND FISHING

Agriculture

16. Agriculture is one of the oldest occupations among Bahraini nationals
specially on the three major islands Muharraq, Um an Nasanand Hawar. The
total area under cultivation has been increased by 665 dunums, or

19.7 per cent compared to 1976.1/ Bahrain production of vegetables in 1977
increased by 4,174 tons, or by 23 per cent compared to 1976. The area under
vegetable cultivaiimm totalled 4,045 dunums in the seven municipalities of
Bahrain during the year 1976/1977. The most common agricultural activities

are vegatables and date production.

17. According to official statistics, some 3,397 persons were employed in
the agricultural sector in 1977. The main category of the employments in the
sector was the medium 20 to 49 dunums areas (1,281 employments out of a total
of 3,397), followed by the 50 to 99 dunums areas (749), 10 to 14 and 15 to 19

(623), as is shown in the following table 20,

Table 20: Estimated Employment in_the icult ec
Areas in Dunums Employments
1 -4 160
5-9 296
10 - 14 -
15 2 193 523
20 - 49 1,281
50 - 99 479
100 - 199 349
200 - 499 196
more than 500 49
TOTAL 3,397

Source: EPahrain, Agricultural Directorate.

1/ One dunum = 1,000 square meters
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Table 21: Land Utiligation in Bahrain. 1375

Land Under: Area (in dunums)l/ . )
Vegetables 2,815
Alfalfa 3,046
Date Palms and Fruit Trees 10,631
Not in use
- with scattered trees 10,725
- Yare 9,262
Unclassified 542
Total Arable Landg/ 37,021

Source: FAQ and Ministry of Commerce and Agriculture

1/ 1 dunum = 1,000 square meters

_g/ This constitutes about 46 per cent of the potentially cultivable
agricultural land.

78. Bahrain's agriculture has continued to be of minor importance in the
economy,although it is still a source of employment for abour 4-5 per cent
of the economically active population. After deducting subsidies, its
contribution to the country's GDP is negligible, accounting for only one
per cent, With the increase in groundwater slainity the future of the
sector is not bright. Some date plams are dying for lack of suitable
water. Out of 890,000 date palms only 417,000 are producing, and dates are

imported.

9. Arable land is confined to the north and northwest of Bahrain, and

to north Sitra. It is estimated at 15,000 acres, of which only 8,800, or
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d

99 per cent are cultivated. Th2 total number of hoeldings under cuitivation

“

about 8995, giving an average holding of 10.4 acres,

(T

80. About two thirds of the agricultural land in Bahrain is planted to
date palms, and th2 remainder to about 4C types of fodder and vegetable crops.
There are also a few tyves of fruit trees. Alfalfa is a major cash crop,
followed by tomatoes which is the leading vegetable crop in terms of total

acreage. Alfalfa and other fodders are in keen demand.

81. Bahrain's agriculture is facing a dwindling labour force caused by
higher incomes in other activities, and the declining social status of,
farming. The land tenure system is complex. Sixty-two per cent of the land
is leased for a short period averaging 3 years. Agricultural practices are
primitive; there is lack of agricultural credit. Marketing arrangements are
inadequate, and urban development is making some encroachment on agricultural

land.

82. The Agricultural Depariment maintains four experimental farms. It
has been making serious efforts to encourage agricultural production through
extensive subsidy programmes such as free services for pest control, veteri-
nary treatment, and medicine for all animals except poultry, which receive

a 50 per cent discount on the cost of medizine. It also provides discounts
on items acquired from the department, such as shrubs, seeds, fertilizers,
and spray for pest control. Discount for ths latter two items reaches 50 per
cent., In addition, subsidies are provided for mechanisation and reclamation.
Over the past two years, the department initiated a programme for increasing
onion production. Farmers participating in the programme were provided with

seeds, fertilizers, spraying and tractor services free of charge. Those

farmers also received price support for their output.
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Livestock

03, Statistics on livestock are not adecuate. The last estimate made by
FAQO was for 1975. It reported about 6,000 heads of cattle, 4,500 sheep,
14,500 goats ard 850 camels. The number of chickens was 2siimaied about
176,000, but this number has increased substantially. In 1574, the
Agricultural Depariment began a programme for improving the gualiiy of local
sheep through the imporiation of the Awasi type (Kenyan) and selling the
males to farmers. The depariment also imported about 100 Australian Freisian
_cattle for producing milk for the local market. Losses among calves are
considerable due to the heat. There are now about ten commerciél farms in
Bahrain selling meat and dairy products, but live animals and frozen meat
have to be imported from New Zealand and Australia. The Bahrain Covernment
and New Zealand recently formed a company "Bahrain and New Zealand Trading
and St;raée Company” for the importation of meat to meet Bahrain's demand as
well as that of neighbouring countries. The company williconstruct a

$20 milliou warehouse and cold storage with a capacity of 8,100 “ons at

the free zone of the Mina Sulman port.

89. NDespite adverse climatic conditions, tbe volume of poultry production
and eggs is rising rapidly. This is due to the considerable Government
backing in form of participation in projects as well as in subsidies and import
protection given to the private sector. In order to encourage local egg
production, the Government first began to import feed to sell to egg

producers at reasonable prices, which occasionally resulted in loss to the
Sovernment. Later the Govermment constructed its own feed mill and is now
selling the feed at cost, As a result, there has been a sharp increase in

privately owned chicken ' .rms, which now number about 20, A private company

for producing chicken has been established.




- 53 -

9G. Produciion of 2ggs is hampered by the adverse climatic conditions
and consequently is being avoided by private investors. However, the
Government established its own poultry farm in 1275. The farm, which is run
by the General Poultry Company, was squipped by West Germany at a cost of
$1.8 million. It is to produce about 66,000 eggs a day at full capacity.
Current production is about 22,000 eggs a day. Since Bahrain's annual
consumption of eggs is estimated at about 45 million, the Government is
considering expanding the facilities of the Gemeral Poultry Company, and -
has approached the Abu Dhabi Fund for financing. Another project, jointly
‘owned by the Government and the private sector, is also under construction

for producing 15 million eggs a year at full capacity.

91. The quantity of imported poultry has increased in relation to local
production. This might be the result of disease in local poultry. 1In fact
deficit has been soaring, multiplying almost by 400 per cent between 1970

and 1977, as shown in table 22,

Table 22: uantity of Poult Import, Domestic Products ang
Consumption (1970-

Year Consumption Production Imports
1970 1,492 476 1,016
1571 1,735 649 1,086
1972 2,050 700 1,350
1973 2,711 763 . 1,948
1974 2,684 ' 822 1,862
1975 2,837 822 2,015
1976 3,235 850 2,385
1977 4,461 524 3,937

Source: Bahrain, Agricultural Directorate.
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92. Bahrain is planning a study to determine what categories of
agriculture are feasible without heavy subsidy and to advise the authorities
on the level of resources needed, and on the most efficient way of deploying
them. The authorities are aware of the importance of this study, and the
Ministry of Commerce and Agriculture has approached the Kuwait Fund for
financing it. Based on this study, the Govermment plans to formulate a

long-term development strategy for the agricultural sector.l/

Fishing

-93. Fishing was Bahrain’'s major economic activity prior to the discovery
of oil in the 1930s. Currently, fishing boats of the Gulf countries, and
those of others are fishing in Bahrain's waters. However, with the exception
of shiimp fishing, fishing has diminished substantially in recent years. As
a result, the share of the fishing sector in the GDP dropped from 0.6 per cent

in 1973 to 0.4 per cent in 1977.

94. A combination of factors has led to the decline of local non-shrimp
commercial fishing. Uncertainty of income, and the rise of incomes from
other economic activities since the discovery of oil have led fishermen to
seek othér jobs. Other factors include the lack of interest by the young
people who can easily earn high incomes in other relatively easier and more
prestigious jobs. The last strong blow received by the local fishing activity
came from the land reclamation programme that was begun along the coast of
Bahrain in the early 1970s. Land reclamation has substantially reduced the

areas for traditional fishing.

95. The remnant of the Bahrain fishing industry today constitutes a
small number of fishermen using traditional fishing methods. Total output

ie far below domestiic consumpiion, Also, marketing methods are rudimentary

1/ ivid. pp. 18-19




leading to large price tluctuations of the catch in the local markets,

96. In order to provide an adequate supply of fish, the Government
established its own fishing operation in April 1575. The Fishing Project
uses modern fishing and processing methods and is now supplying 40-50 per cent
of the local market. The present fleet of the Project consists of five

boats with a capacity of about 1.5 tons each. The catch is sold directly to
the consumer through the project's eight shops scattered throughout the

country, with three more shops to be opened soon.

97. This fishing operation is heavily subsidized (see table23) since

fish is sold at about 50 per cent below the market price. The project's

Table 23: Fishing Project Operations

Catch Revenues Budzeted Cost Bugggted Subsidy

Year (tons) (BED) (D) (BD)

1975 115 n.a. n.a. Nn.a.
1976 A7 59,806 450,000 390,194
1977 388 150,488 400, 000 249,512

management argues that the subsidy-will decline gradually, since the low
prices are temporary and designed to enable the project to enter the market,
and because the surplus fish are being increasingly sold to restaurants,

hotels, BAFCC and other companies. The project employs 50 people.

98. As was mentioned above, Bahrain has been successful in using modern
methods in exploiting her shrimp resources. Since 1967 the Bahrain Fishing
Company has been exploiting the country's shrimp resources using modern

methods in fishing and processing. The company operates 15 trawlers with an

average length of 70 feet. It operates in Bahrain and Saudi waters, and is

well managed and fully integrated in its operations., No figures are
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available on the company's catch, but it is believed to be 600 tons annualiiy
from 3ahrain. In 1977, the company's gross sales amounted to BD 2.9 milliom.
The shrimp caich is exported, largely to ih2 United States, Europe and

Japan, making shrimp the largest non-oil export item after aluminium. See table 24.

99. It is believed that the sustainable poteniial of shrimp is ahout
1,000 tons, which is not fully exploited, although there are about 1,000
dhows from Bahrain and neighbouring countries exploiting shrimp is addition
to the Bahrain Fishing Company. The dhows' operations should be regulated
.in order to allow orderly exploitation of shrimp resources without ecological
harm. The UNDP/FAO are carrying out a study to determine, among others, the
fish potential in the Gulf area and in the Gulf of Oman. The study is

expected to be completed by 1979.1/

1/ ivid., pp. 19-21
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Table 24: Gross Sales and Capital of Bahrain Fishing (:ompanﬂ-/
(Bahraini Dinars)

‘ Total capital
- Year Ended June 30 enployed
1970 1,865,08L 681,486
191 1,406,720 682,860
1972 1,292,728 755,051
1973 1,827,150 966,186
197k - 2,108,709 1,203,129
.1975 1,850,115 1,211,602
1976 1,991,980 1,349,223
1977 2,929,656 1,513,722

Source: Annual Revort of the Bahrain Fishing Company, various
issues.

1/ Sales Value of shrimps caught and other incomes, mainly the
processing of shrimps for other countries.
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Chapter IV

THE HYDROCARBON SECTCR

I: EXTRACTION OF CRUDE OTL

Eistorical Background and Present State

100. The Bahrain Petroleum Company Limited (BAPCO) was formed in 1929 as
a subsidiary of the Standard 0il Company of Califormia (SOCAL). BAPCO
played a cruciagl role both in the discovery of oil in Bahrain and in the

later discovery of the vast o0il reserves of Arabia.

101. The origins of BAPCO can be traced to December 1925, when Bahrain's
first oil concession was granted to a British group named Eastern and

General Syudicate. In 1927, an American corporation, BEastern Gulf 0Qil
Compar,, secured an option from the British Syndicate and promptly began
exploring and mapping the island of Bahrain. In 1928, these rightc were
transferred to the Standard Oil Company of California (SOCAL), and in the
following month BAPCO was formed., In August 1930, the concession ;tas fomily
assigned to BAPCO and this transfer became fully etfective when a mining lease

was granted to BAPCO on 29 December, 1934.

102. This lease covered an area of approximately 100,000 acres of
Bahrain's main island. Later negotiations resulted in the lease bveing
varied, so that at one time it covered a2ll of Bahrain's land and off shore

area.

103. In 1930-1931, SOCAL surveyed the island and decided that the oil
prospects were good. Bahrain's first oil well was sunk at Jebel ad-Dukhan,

virtually in the Centire of the Island in October 1931, On 1 June, 1932, oil

started flowing at the rate of 9,600 barrels per day.
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104. The discovery, in an area previously thought to be unpromising tc
some ail geologists, eventually led directly to the discovery of the world's

largest deposits of petroleum in Saudi Arabia and the Guif States.

105. Gn 30 June, 1936, California Texas 0il Company Limited (CALTEX)

came into being, with the Bahrain Petrcleum Company as the principal operating
company of the Caltex group. BAPCOL/ is now a wholly owned subsidiary of
CALTEX Petroleum Corporation, which is jointly woned by two United States

oil multinational corporatioms: SOGAL and TEXACO Inc.

106. When Caltex was formed in 1936, oil production from the Bahrain field
stood 12,700 barrels per day. By 1970, field production had reached a peak

of 76,000 barrels per day. The drilling o§er the years of more than 300 wells
for oil and gas and the investment of hundreds of millions of dollars,
resulted in a total crude production of over 650 million barrels of o0il by

the end of 1978. Production from the fields now averages 55,000 barrels of
crude and 359 million cubic feet of natural gas per day. A new proposal of
offshore exploration ‘as submitted to the Government by BAPCO on behalf of

its associated companie s,

107. - Discussions between the Ministry cof Development and Industry and
BAPCO on 100 per cent participation by the Bahraini Government in oilfield
production and development and local marketing have continued along the year

1978.'

1/ BAPCO is one of more than 80 companies in the CLATEX GCroup which is
manufacturing and marketing petroleum products in more than 60 countries in
Agsia, Africa and Australasia.
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Production Figures for the Period 19€66-1977

108. Since 1966 Bahrain has been receiving revenues from the Abu Saafa
field located off-shore between Bahrain and Saudi Arabia. 3y an informal
understanding betwean the two countries Bahrain receives haif the net income
from this field. This source of revenue has been growing rapidly and has

largely compensated the decline in production from the Bahrain field.

109, In the production of petroleum, efforts have been made in the last
Years to insure that the o0il is extracted completely. To this purpose, the
most advanced methods available are increasingly utilized.l/ As sﬁrveys
indicate that o0il is being gradually depleted, serious explorations are under

way to find new reserves in the country and its off-shore area.

/ .
Table 25: Production of Crude 0il, 1966-1977¥ (1,000 American Barrels/Year)

Average
annual rate

1966 1968 1970 1974 1976 1977 of change

Bahrain 22,51 21,598 21,973 24,597 21.288 20.475 - 9.85
Abu Saafa 11,488 22,733 27,310 45,000 39,000 45,000 + 29,17

Cradual and Differential Take-Over of the Hydrocarbons Industries

110. The Government of Bahrain has applied a strategy for the gradual
take-over of the Emirate's oil-extracting, gae gathering, o0il refining,
distribtution and marketing branches. Crude oil now represents 60 per cent of
the State's income. The principal field is at the centre Jf the main island.

The second field, Abu-Sa'afa, is exploited jointly with Saudi Arabia.

1/ National Paper submitted by Bahrain, United Nations Conference on Science
and Technology for Development, (UNCTAD), Vienna, Austria, August 1979,
Document A/CON.81/N.P.107, 10 may 1979 (Aravic and English) p. 7.
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114, In September 1374, ihe Bahrain Government announced the purchase of

60 per cent of BAPCO's shares, and on 30 June 1975, an agreement was concluded

between the State of Bahrain and BAPCO restituting to the State a 60 per cent

share of BAPCO's rights in producticn and exploration oil concession in Bahrain.

The State also acquired 100 per cent of future gas discoveries. The decision }
took effect starting 1 January, 1974. A corporation called the Bahrain

National Petroleum Company (BANOCO) was consequently established and entrusted

with the responsibility of handling all matters related to petroleum and gas.

112. . A new step in the process of take-over of the 0il products mbtﬁg
and distribution was made in December 1976, following the transfer of property
and rights of marketing and distribution of oil products to the State-owned
Bahrain National O0il Compasy. These rights, which were transferred from
BAPCO, gave the Bahrain Government control over 60 per cent, against 40 for
the joint venture California - Texaco (CALTEX). In practice, according to
Bahrain Minister of Development and Industry, the process of transfer will
take place following different transitional stages of co-operation betm:en

the two public and private companies.l/

Bahrain National 0il Company (BANOCO):

A New and Crowing Role

113. The Company was founded by an Emirate Decree in February 1976. It
began operating on the 1st of July of the same year., Its major responsibility
is to protect the interests of the Government of Bahrain in the fields of

oil and gas. According to the Government's policy, the Company acts in co-
operation with BAPCO, to assure the maximum possible revenue for the Emirate.

Concretely, BANOCO was entrusted with the distribution and marketing in the

y "Bahrain, La Banoco chargée de la distribution des produits pétroliers",
in: Le Pétrole et le Gaz Arabes, Vol.IX, No. 187, ler Janvier 1977.
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eomestic marxst of oii products, namely car petrol, ksrossne and diesel

uels, BAKCCO became the only products distributor except for jet fuels

(4]

storage and aircraft supplies.

114. One of the objectives of the Company is that of infilitrating the
various faceis of the o0il industry from pumping to distributing oil to local
and foreign consumers. Another objective is to supply the principal

consumers with natural gas.

.115. But it is BAPCO which operates Bahrain's oil refinery with a- capacity
estimated at 280,000 barrels per day of crude oil and manufactures all sorts
of petroleum products. This Company also undertakes essential o0il and gas
field operaztions on behalf of the National 0il Company of Bahrain. It owns

the power generators which are used in its various operations.

Government Control of Extraction and Domestic Product Marketing

116. The Bahraini Government has graduall: taken over the country's oil
and gas exploration and production, as well as the domestic marketiﬁg and
distribution of oil producte. On the other hand, oil refining and the export
and marketing of oil products remained to be in the hands of CALTEX's sub-
sidiary in Bahrain until very recently. In 1975, the Government began by
taking 60 per cent of BAPCO, CALTEX's operating subsidiary in Bahrain, and

in 1978, it toock over the domestic marketing and distribution of o0il producte.
CALTEX continu2e to own its 250,000 barrel-per-day refinery and to markst the
plant's output abvroad. On 15 December 1975, an agreement giving the Bahraini
Government full control of the countiry's oil and gas exploration and production
wag gigned by the Minieter of Development and Industry and the President of
CALTEX. The Company was to be compensated for its 40 per cent share in BAPCO

on the bagis of the book value ag on 31 December 1978.1/

v "Bahrain Government Takes Over Full Control of 0il and Gas Exploration and
Production”, Vol, IX, No. 199. Arab Oil and Gas, Paris, 1 January 1980,
p. 15.
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117. In addition, Caltex holds a 12.5 per cent stake in the Bahrain
lational Gas Company (aa;:chs). which has operated a gas-gathering and

treatment complex for associated gas from Bahrain's oil fields since the
end of 1979. The remaining part ds owned by the Ba2hrain National 0il f
Company (3a¥0CO) (75 per cent) and by the OPEC-sponsored Arab Petroleum

Corporation (APICORP) (12.5' per cent).

Pable 26: Crude 0il Production, Abu Saafa Field
(In thousands of United States barrels)

Year Production
1972 34,178
1973 39,411
1974 45,754
1975 21,327
1976 39,160
1977 ' 40, 377

Source: Mimistry of Finance and National Economy

118. Furthermore, the Bahraini Government was to open negotiations in
May 1980 on the purchase of a share in the Caltexowned refinery. The
Government is sesking a 60 to 70 per cent participation in the plant which
processes all of Bahrain's crude output of around 50,000 barrel per day as

well as 200,000 barrel per day of Saudi cmde.l/

119, Onshore production in Bahrain was 20.19 million barrels in 1978 and

output from the recently developed joint Saudi-Bahrain Abu Saafa offshore

Y Arab 0il and Cas, Vol. 9, No. 208, 16 May 1980, p. 16.
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1/
field reached 29.5 miliion barrels.~ This put Bahrain's total 1978 production
at 45.6 million barrels, ecuivalent to 125.000 barrels a day, the smallest

production in the Gulf.-;’.-/

120. The value of petroleum exports, including refined oil products, rose
by 2.2 per cent in 1378 to 585.5 million Bahrai. i Dinars (about 1.47 billien
dollars), according to the report released on 29 July 1979 by the Bahrain

Monetary Agency.

Domestic Consumption of Oil Products

121, In 1977, Ba.hrain's consumption of o0il products amounted to 3,146
barrels per day, some 20 per cent higher than in 1976. In 1979, Bahrain:
consumed 132.1 million liters of gasoline; 75 per cent of which was of the

90 category and 25 per 3:nt was of the gasoline 98 category. In 1978,

Bahrain consumed 117.5 million liters or gasoline. In the middle of the latter
year, the price of the entire category of gasoline 95 had been changed; the

75 per cent gasoline 90 was sold at 40 fils/liter and the 25 per cent gasoline
;3 at 60 fil/liter.é/ The decline in the dredging activities led to a
reduction in the diesel consumption from 146.3 million liters in 1978 to

114.5 million liters in 1979. The diesel price remainec at 22.5 fils per liter.

122. While asphalt consumption slightly dropped from 23.4 million liters
in 1976 to 21.6 million liters in 1S79, the LPG consumption rose from 18,1
18.1 million liters in 1978 to 21.2 million liters in 1979. The price of

LPG remained stable at 70 fils per kilogram.}/

Y The Bahrain Monetary Agency, annual report, 1978, Bahrain, 1979.

F/j Emirate's News, Abu Dhabi, Ramadan 6, 1399, 30 July, 1979.

é/ "Consumtion and Prices of Petroleum Products in Bahrain”, in:
OAPEC Bulletin, Vol. 6, No. 5, Kuwait, OAPEC, May 1980, p. 31.




Table 27: PRODUCTION OF CRUDE OIL AND NATURAL GAS IN BAHRAIN, 1968 ~ 1975
CATEGORY 1968 1969 1970 1971 1972 1973 1974 1975
Crude 0il

(in thousand 3,792 3,920 3,847 3,761 3,508 3,4 3,360 3,260
metric tons)
Rate of annual :
change (percent) - - . . - | - 2.0 - &0 - 30 - 1.0 - 9.0
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Natural Gas B
o iiion 226,617 | 33,440 | 43,307 | 37,080 | 64,888 (82,716 (100,059 [101,546 !
Rate of annual
change (percent) - 255 29.5 - 14,0 15,0 21,0 21,0 1.c

Source: "Statiotical Set of the Arab Worla 1968 - 1975, Vol. 1, April 1§79 (in Arabic)
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Crude 0il Producrion and Refin{gg

(In thousands of U.S. barrels)

Production: Runs to Refinery

Bahrain Total Stocks Total
Year Field Bahrain Arabian Crude Run Processed Processed
1972 25,508 25,566 60,309 85,875 1,363 87,238
1973 24,948 2k,382 64,744 89,626 1,127 90,753
1974 24,597 24,586 64,834 89,420 1,975 91,395
1975 22,309 22,113 49,901 72,014 1,119 73,133
1976 21,258 21,212 58,795 80,007 786 80,793
1977 21,236 21,237 73,233 94,470 763 95,233

Source: Ministry of Fimance and National Economy.
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NATURAL CAS

123. Bahrain possesses 2 significant supply of natural gas, which is
considered as one of the major sources of energy. Reserves are estimated
at between 8,000 and 11,000 billion cubic feet. Production of natural gas

in 1977 reached 121.2 million cubic feet.

124. Contrary to what is happening in Arab neighbouring countries in

the Gulf, gas is nct flared in Bahrain. During the period 1972-1975, the
gas produced in the Emirate was re-injected in its oilwells. This may be
related to the fact that the country is the first Aradb and Middle Eastern
o0il exporter to face the run-off of its domestic hydrocarbon reserves in the
short term. By re-injecting all the gas locally produced in the oilwells
between 1972 and 1977 the country has been implementing a policy designed to
extend the duration of domestic oil-reserves and save the associatied gas.
However, in 1976 and 1977, one fourth to one third of the produced gas was
re-injected in the oilfields.-v In this respect, the following considerations
may be képt in mind: ) that constant and relatively subtantial amounts of
&as have been re-injected over several years in the oilwells, while the
latter’'s output was declining regularly; b) <that the development of gas-
consuming industries created an increasing demand for gas; and c¢) that the
economic value and marketing opportunities of gas were increasingly

recognized,

1/ See Table 2




Tabls 2¢: Profuction and Utilization of Matural Gas in Bahrain. 1979

{in millien cubic feet)

Produced Utilizad Flared Percentage of Flared
to Produced

176,568 142,467 34,102 19.3

Source: Vol. 7, No. 3, QAPEC Bulletin, Kuwait, March 1981,
p. 12, Statistics (Production and Utilization of
Natural Gas in QAPEC Countries, 1979)

Table 30: Natural Gas Production, 1974-1977

(in million cubic feet)

Period Arab Khuff Total
1374 20,803 19,256 100,059
1975 20,251 81,295 101,546
1976 20, 362 87,102 107,464
1977 18,930 102,293 121,228

3

Source: State of Bahrain, Ministry of State for
Cabinet Affairs, Directorate of Statistice:
"Statistical Abstract 1377", Bahrain,
October 1973, Table 63, p. 1C2.
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Table 31: Natural Gas Distribution in Bahrain, 1574-19771/

(in million cusic feet)

Period Blectricity Alta Refinery Re-injected Awali Total
1974 7,464 40,880 21,332 30,307 76 10¢, 059
1975 10,252 40,870 22,181 28,136 67 101,546
1976 12,616 41,833 22,408 30,533 74 107,464
19717 16,167 42,096 5,19 37,765 N 121,228

Table 32: Natural Gas Production.and Distributiong/
(in millions of cubic feet)
1972 1973 1974 1975 1976 1977
Production
Arab zone 20,855 21,170 20,803 20,251 20,360 18,930
Khuff zone 44,033 61,685 _79,2%6 81,295 87,1C0 102,298
Total 64,888 82,855 100,059 101,546 107,460 121,228
Distributiond/
Power stations 6,043 6,570 7,464 10,292 12,610 16,167
ALBA 26,969 37,960 40,880 40,870 41,830 42,096
Retineryd/ 7,920 12,045 21,332 22,181 22,400 25,129
Re-injected 23,929 26,280 32,307 28,136 30,530 37,765
Avwali domestic — - 76 67 10 11
Total 64,861 82,855 100,059 101,546 107,440 121,228
Source: Ministry of Inéusiry and Development

g/ Zxcludes small amounts of flared gas and total distridution may not equal
total production,
b/ Includes the low sulfur fuel oil facility beginning 1973.

1/ State of Bahrain, Ministry of State for Cabinet Affairs, Directorate of

Statistics:
p.103.

2
—/ WORLD BANK: Report No.
une, 19

Prospects", 28

Statistical Abstract, 1977, Bahrain, October 1978, Table 69,

76058—BH, “Bahrain, Current Economic Position and




125. According to another source.lfabout 26 per cent of the gas
preduced in 1977 was re-injectsd. ALBA's aluminium smelting plant consumed
35 per cent of the total gas production, the Banrain Petroleum Company
(34PCC) used 21 per cent of the gas in its refinery operations, and the
rest, 18 per cent, was used for the generation of electricity and for

local consumption.

Fall in 0il Versus Rise of Gas

126. In 1979, production of crude oil decreased in Bahrain while
production of natural gas increased. According to the last report
published by the Bahrain Petroleum Company, crude oil output amounted to
51,345 barrels per day in 1979, ageinst 55,370 barrels per day in 1978,
thereby decreasing by 7.2 per cent., On the other hand, production of
natural gas increased by 8 per cent in 1979, from 388 million cubic feet

per day to 359 million cubic feet in 1978.

Table33 : Gas Utilization in Bahrain in 1979

Utilization Quantity (in million ft.3)
used to feed ALBA complex Wwith energy 118
CALTEX refinery 78
for electricity power generators 719
re-injected in oil welle 113
Total 380

Source: 3Bahrain Petroleum Company, Annual Report 1979

1/ National Paper submitted by Bahrain, United Nations Conference on Science
and Technology for Development (UNCSTAD), Vienna, Austria, August 1979, in
Arabic and English. P, 7.
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sssociated Gas

127. Sfforts are being executed by the National Petroleum Company of
Banrain for the full exploitation of the hydrocarbor resources of the
country. The National Petrcleum Company has been encouraged to continue

its projsct for recovering gas from the oil fields, which has been allowed
since the beginning of exploration, to be flared. The implementation of
this project is expected to take almost two years, at the end of which
Bahrain will be able to export LPG and naphtha. Furthermore, residual gases
are to be added to natural gas in the generation of power or in the

enrichment of petrochemicals. In this way, stored energy will be conserved.

128. The project for gathering and processing gas envisages the use of
100 million cubtic feet per day of gas to produce annually 80,000 tons of
propane, 75,000 tons of butane and 215,000 tons of natural gasoline. The

work should be completed in the course of 1980.1/

Gas Gathering and Processing Facility

129. Bahrain's gas gathering and processing facility involving an invesi-
ment of more than $80 million is to be constructed. This is the Emirate’s
first sizeable industrial venture since its participction in the aluminium
aneiter in 1968. The gas gathering project, will collect the associated gas
from Bahrain's onshore oil fields and produce propane, butane and naphtha
for export is the first major project to be undertaken by the 18-month-old
Bahrain National 0il Company (BANOCO). Fanoco is the youngest state oil

company in the Gulf, though Bahrain ranks as one of the oldest oil producers,

Y ACG, 1 March and 16 April 1978,
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A% present the associated gas is either flared or vented at an estimated

rate of around 100 - 110 million cubic feet a day.

13C. A subsidiary company is %0 be set up by Banoco to manage the
project. The proposecé capital of the new company is $£2C miilion, with
minority stakes of 12.5 per cant held by each of the Arab Petroleum
Investment Corporation (Apicorp) and Caltex, whose subsidiary, the

Bahrain Petroleum Company, manages the island's oil fields. Apicorp is the
$300 million capital investment company of the Arab Petroleum Exporting
Countries. 'The total project including land reclamation and other
construction work is expected to cost around $90 million. Construction was

expected to start in the autumn and the plant to come on stream in 1980.

131. This gas gathering and processing facility is seen as a move by
Bahrain to conserve its hydrocarbon resources as well as a further step
towards diversifying its sources of foreign exchange income. The project
is considered to be highly viable and is likely to repay its initial

borrowings within five years,
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SNERGY CONSERVATION

132. Anen the National Petroleum Company of Zahrain was estaolished,
one of its wain objectives was the conservation of the underground energy
resources that have been =2xploited since the 1930s and that, consequenily,

are being gradually depleted.

133. Bahrain's limited crude oilireserves and declining production

are proportional to the giant size of ite export-oriented refinery.
However, Saudi Arabia handed over 50 per cent of the ownership of Abu Saafa
0il field. This has, consecuently, compensated for the decline in

crude reserves and partly covered the feedstock deficit in the giant
refinery. Operating companies had recoufse to Saudi and foreign supplies.
While the . :de and gas extractive sector appeals for moderate cautious
extraction policies, the size of the oil refinery pushes for a systematic
and extended oil supply and, subsequently, gas production in order to

insure a high degree of utilization of the existing capacity.

134. The gae which is presently used in aluminium smelting, electricity
production and other local forms of consumption represent a little more
than 75 per cent of the gas produced in Bahrain. When the gas to be
produced is not sufficient to satisfy totally the technical requiremente
of preesure-maintenance and secondary recovery in the crude oil fields

. the Emirate may find that it is confronting a real dilemma. With the
recent development of techniques of "tertiary recovery", the question
could eventually be put as to whether the present pattern and scale of gas
utilization does no:i already reflect a grave challenge to Bahrain's
economic structure and policy. In any case, dependence oi the aluminium
smeltar, electricity generators and other domestic consumption on oil-

related gas indicate the limited diversifying effect of gae in the largely




Table 34: Bahrain 0il Wells, 1370-1577

Well Year
Condition

1970 | 1971 | 1972 | 1973 | 1974 | 1975 | 1976 | 1977
Completed 256 263 210 | 276 | 286 294 302 305
Producing 0il 203 215 211 203 207 212 225 2?9
Producing Gas 8 8 10 13 11 15 14 17
Gas Injections 7 7 i 6 5 5 8 8
Closed
Under Repair 16 10 16 26 26 26 26 26
Abandoned 22 23 26 28 28 28 28 28

Source: State of Bahrain, Ministry of State for Cabinet Affairs,

Directorate of Statistics:

Bahrain, October 1978, Table 60, p. 93.

"Statistical Abstract 1977",




Tablel5 § FORECAST OF TOTAL NATURAL GAS CONSUMPTION
(In million ft3 of Khuff gas equivalent)

Year  Power Generation ALBA Refinery BAPCO Avali Total - Cumulative Cas Consump:ion
BSED (Gas Injection) Domestic Gas Con- 3 % of actual
. sumption billionft, regerves

1978 19,110 - 42,010 34,740 33,980 130 129,970 254 2.5
1979 21,960 " 42,010 36,570 35,060 . 130 135.f30 390 3.9
1980 - 24,600 42,010 38,390 35,800 130 - 140,930 531 5.3
1581 27,520 42,010 138,740 36,880 110 145,260 676 6.8
1982 30,800 42,010 38,740 37,620 _ 110 149,280 825 © 8.3
1933 34,510 62,010 38,740 38,700 110 154,070 979 9.8
1934 38,640 42,010 38,740 39,440 - 110 158,940 1,138 11.4
1985 43,280 42,010 38,740 40,190 90 164,310 1,303 13.0
1986 47,630 42,010 38,740 . 40,890 ‘ 90 169,360 1,472 14.7
1937 52,330 42,010 38,740 41,640 90 174,810 1,647 16.5
1988 57,610 42,010 38,740 42,010 90 180,460 1,827 18.3
1989 63,380 42,010 38,740 42,710 90 186,930 2,014 20.1
1590 69,730 42,010 38,740 43,090 ' 70 193,640 2,208 22.1
1991 75,290 42,010 38,740 43,090 . 70 199,200 2,407 24.1
1992 81,280 42,010 38,740 - 70 162,100 2,569 25.7

-6l -

Source: Moto Columbus: BSED Thermal Power Plant Study
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oil-dominated economy of Bahrain. Finally, the steady increase in the
price of crude to which th2 price of gas is increasingly aligned, opens
up new prospects for the economic rzlationships existing detwean doth
local refining and crude availavilities and between ges utilization and

availablities.

Table 36: Total Commercial Energy Consumption Forscast for Bahrain

Most likely Outcome of Three Scenarios (106 metric tons)

1975 1985 1990 2000

2.10 4.23 5.02 7.47

Source: UN World Energy Supplies, 1972-~1976, United Nations,
Series J, No. 2.

0il Revenues: Recent Trend

135. In 1978 oil production was estimated at 7.8 per cent below 1977,
and for longer-term projection purposes a decrease of 6.5 per cent a
year is being used. If this decline continues up to 1995, production in
that year would be about 6 8 million barrels. This would approximately
equal the crude required for domestic needs. A% that stage, Bahrain's
reserves would still bs about 50 million barrels. Thus Bahrain may

remain self-sufficient in -rude oil beyond the year 2000.1/

136. In 1977 oil exports increased in value by 23.5 per cent to
BDS72.5 million, or to $1,465.5 million, while oil imports increased by
31.5 per cent to BD357.8 million, or to $922 million. In the same year,

0il revenues rose to BD 180.7 million, including revenues derived from

Y According to the Financial Times, London, 20 february 1978, the island's
natural gas reserves have been placed at between 6,000 and 10,000 billion

subic feet 'league.,




Abu Saafa production, or to $455.7 million. According to the Financia:
Times, Bahrain's oil, together with the o0il derived from the offshore
field of Abu Saafa, which is shared with Saudi Arabia, is expected to
provide in 19378 an income of £404.5 million out of total revenues
estimzted at £700 million. However, as a result of price increases
decided by OPEC and adopited by Bahrain, the country's oil revenues are
expected to rise in the same year to BDZOS.million (2530 million), thus
raising its oil revenues at a time when production continues to decline.
In the first quarter of 1979, Bahrain's crude oil production amounted to
ED51,000 as against BD55,317 for the whole of 1978 (A0G, 15 April 1979).

A production record of BD76,639 was attained in 1970.1/

Exploitation ¢f Wasted Energy

137, It has been already pointed out that the use of gas in the gener-
ation of electric power in several ways such as the production of
aluminium, using gas turtines with a low output thermal capacity, leaves
sizeable quantities of en2rgy unused. Accordingly, it is possible to
recover the dissipated thermal energy with the help of ecuipment designed
especially for this purpose. Likewise, it is possible to make use of
wasted thermal energy in areas such as the generation of local electric
power., It is a159 possible to utilize this energy in the following ways:
(aj By putting it to work in the form of high/low steam pressure, hot air,
etc.; (t) Electric power gencration or drinking water. The extent to which
this energy can be supplied to the second purpose in a country with

Bahrain's climatic and natural conditions should be obvious at once.

1/ "Bahrain - 0il Revenues May Increase by 28 per cent in 1979", Vol. VIII,
No. 189, Arab 0il and Cas, Paris, 1 August, 1979, pp. 16-17.
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> Table 37: Value of 0il Exports and Imports

In U.S. Dollars 1977 l/

Bahrain Saudi Value Saudi Other Value Net
Crude Arabian Total Arabian Crude Total Crudoe Balanco
Exports Crude 1977 Crude Imports 1977 Value in
Exports Exports eImporta Imports U.5. Dollars
: 1977

256,478,894 962,210, 301 1,218,6£9,195 | 891,673,352 14,899,823 906,573,179 + 310,116,020

1/ The Bahrain Petroleum Company (BAPCO}, in State of Bahrain.
Ministry of State for Cabinet Affairs, Directoratc of Siatimtics,
Statistical Abstract 1977, Bahrain, October 1978 (compiled from
tables 70 and 71, pp. 104 and 105).
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138. A study undertaken for measuring thermal capacity arrived at the

following figures:

Present fuel consumption 108 million cubic feet per day

Volume of wasted gas 7 million cubic feet per day

Present thermal capacity 21.4 per cent
The study concluded that by using the proper equipment, the gas can be
cooled to 257°F, thereby, recovering most of the wasted energy and bringing

capacity up to 89.8 per cent.l/

Yy The study was undertaken by a UNIDO/World Bark mission.
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II: OIL REFINING

Bistorical Background

135. In 1936, four years after oil had been discovered in Bahrain, a

small refinery was under construction to process the oil from the new

field.l/

140. At the outset of their operations CALTEX subsidiaries comprised
the Bahrain Petroleum Company Limited and six marketing companies based

in Ausiralia, New Zealand, China, the Philippines, Iadia and Africa. They
produced 16,400 barrels of crude oil per day from the Bahrain field and
owned a 10,000 barrels per day refinery, which was under construction and
three chartered tankers. CALTEX has later grown to a group of more than
80 affiliated companies. Successive expansions have developed the Bahrain
refinery to the point where it became the largest in the CALTEX system,
with a rated capacity of 205,000 barrels per day. The entire output from
Bahrain's oilfield is procesred at this huge plant, together with sizeable
quantities of crude oil available to CALTEX from other sources, via tanker
shipments from Bahrain's Sitra Island wharves, The refinery serves

customers throughdut CALTEX operating areas.

141. The refinery processes not only Bahrain crude, but also crude,
approximated at 200,000 barrels per day brought in from Saudi Arabia via a
34~mile Arabia-Banrain pipeline. When the first 12-inch pipe was laid
in 1945, with 17 miles of the line under wate;, it was the world's largest

commercial submarine pipeline.

Y CALTEX, a panorama of pstroleum, New York, 1969. CALTEX PETROLEUM
CORPORATION, pp. 11 and 13.
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Table 38:
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Crude 0il Runs to Refinery, 1370-1977

(in thousand U.S. barrels)

Source 1970 19N 1972 1973 1974 1375 1976 1977
Bahraini 21,941 [ 27,392 | 5,567 | 24,882 24,586 [22,113 [21,212 | 21,237
Arabian 63,518 | 65,943 | 60,309 | 64,744 |64,521 149,907 |58,795 | 73,233
Total Crude run|91,459 |93,335 |85,876 |89,626 [89,107 {72,014 |80,007 | 94,470
Other Stocks 1,266 754 | 1,363 | 1,121 {1,975 | 1,119 785 763
Total 92,725 |94,089 |87,239 |90,753 {91,082 73,133 |80,792 | 95,233

Source: State of Bahrair, Ministry of State for Catinet Affairs, Directorate of

Statistics:

pP. 92.

"Statistical Abstract 1977", Bahrain, October 1978, Table 59,
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142. 3APCO's refinery has become the largest of the CALTEX processing
plants, manufacturing a wide range of finished petroleum products including
LPG, gasoline, naphthas, jet fuels, kerosenss, gas oils, fuel oils, marine
bunkers and asphalt. The wide range of products manufactured by the
refinery are shipped abroad to CALTEX, SGCAL and TEXACO customers, through
BAPCO's Sitra terminal which loaded its first cargo (crude oil) on the

"El Segundo" in June 1934. Many major investmenits and modifications have
since been introduced to the terminal and wharves which enable them to

berth an average of 100 vessels a month of up to 110,000 DWT ia size.

143. The refinery continued to operate at a high level throughout
1978. A total of 89,952,745 United States btarrels of crude oil and other
stocks were processed during the year, representing a daily average of

246,446 barrels. See table 39.1/

Table 39: Crude 0il Runs to Refinery

Category of Crude Processed U.S. Perrels
Bahraini 20.237,013
Arabian 68.969,496
Total crude 89.206,509
Other stocks processed 146,236
Grand total for 1978 89.952,745
Daily average 246.446
Products Manufactursad
Naphtha 9.631,267
Gasoline 11.099,416
Kerosene 911,682
Aviation turbine fuel 11,755,193
Diesel oil 23.875,362
Fuel oil 20.371,1382
Asphalt 1.306,654
Heavy lube distillate 372,304
rotal 88.333,86C

1/ BAPCO Annua: Report 1278, p. 3.
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143. Much progress has been achieved on ihe two interdependent projects,
referred to collectively as tne Project for the Centralized Power and

Steam Generation, to replace existing power facilities and to modernise

the electrical distribution system in the Refinery. Seventy-five per cent

of the overall project was completed by the end of 1978.

LPG Storage and Pumping Facilities

144. With the installation of a2 new manifold LPG storage and pumping
facilities have been significantly upgraded. Design work was completed

on a $2.95 million asphalt converter. When commissioned in mid-197%, the
new unit was to have a capacity of 17,000 long tons per month. The project
will eventually increase the total asphzalt production capability to

29,000 long tons per month. The final phase of the project to increase
bulk asphalt shipping facilities was to be completed during the first
quarter of 1379. The project in total bas involved the purchase of addi-
tional road tankers and the installation of new pumps, a heater, piping
and loading facilities. The total cost of the project is $2 million. Bulk
shipments of asphait from the BAPCO plant, primarily to the Gulf region,
increased by 20 per cent during the previcus year and averaged 13,629 long

tons per month.l/

Y BAPCO Annual Report 1278, p. S.




Table 40: Crude 0il Produced and Processed . 1367-1977
(In thousand U.S. barrels)

Year . Produced Processed
1967 25,370 89,1‘66
1963 27,598 84, 545
1969 27,774 85, 987
1970 271,973 92,725
1971 27,346 94,089
1972 25,508 87, 239
1973 24,98 90,753
1974 24,507 91,082
1975 22,309 73,133
1976 21,238 80, 792
1977 21,237 93,233

Source: State of 2ahrzin, Ministry of State for Cabinet
Affairs, Directorate of Statistics: "Statistical
Abciract 197", Bahrain, October 1978, Table 61,
o. 93.
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Table 41: Refined Oil Products
(In thousands of U.S. barruls)

Period | Naphtha :;;':’1‘ o | Jet Fuel | Kerosane [ Gas 0i1| Dieve! et Wb. | Puel 0i1 | Aephalt | L.P.G. Others | fotal
1967 8425 —_ 13407 2264 - 13326 635 37844 18 -~ 8431 84352
1968 6042 —_— 15227 1895 - 13682 1084 35076 41 - 6946 79993
1969 7640 —_ 13752 1102 — 16147 954 35551 19 - 8037 83202
1970 1462 - 13892 1075 - 16993 1098 39347 136 -— 8225 | 88228
1971 5559 - 15634 1139 - 19265 1165 38739 186 - 8268 89956
1972 6070 - 15033 950 - 20400 —-= 35453 320 -= 733% 85561

1973 7652 8598 11839 1528 14227 5471 706 35872 356 — —_ B625
1974 10070 9733 7310 3681 11684 6600 666 37877 261 - - 8788
1875 5488 9617 8515 3265 16264 3487 526 24074 548 190 - 76364
1976 7919 9520 7833 5361 16017 3458 71 26476 839 255 - 77750
1977 9062 9829 11743 3265 20246 3226 344 33687 1084 n ~-= 92962
Source: State of Bahrain, Ministry of State for Cabinet Affairs. Diroctorate of Statistice: “Statistical Abutract 1977,

Bahrain, October 1978, Tabie 65, p. 99.

_
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CRUDL OIL PROQUCED AND I'ROCESSED (1969 — 1977)

Thousand U.S. 13arrels
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Production of Crude and Refined Products

145. According to the 1977 annual report of the Bahrain Monetary Agency,
the production of crude o0il in 1977 was almost eqral to that of 1376,

i.e., 21.2 million barrels. The entire production fed the Emirate's

refirery, which in 1977 processed 95.2 million barrels of crude (17.8 per cent
more than in 1976) and produced 92.6 million barrels of refined products.

The production of aviation fuel increased by 45.7 per cent, lube oil by 37 per
cent, asphalt by 29 per cent, fuel oil by 27 per cent, naphtha by 14.4 per cent
and gasoline Ly 3 per cent. On the other hand, the refinery's kerosene

production dropped by 39 per ceut.l/

146. In 1979, the production of petroleum products in Bahrain added up

to 244.2 thousand barrels per day, compared with 242.C thousand barrels per
day in 1978. Tke production of gas oil decreased from 57.7 thousand barrels
per day in 1978 (23.8 per cent of the 1978 total refined production) to S5.4
thousand barrels per day in 1979 (22.7 per cent of 1979 total); gasoline
production al ;o decreased to 25.3 thousand barrels per day in 1979 or 10.4
per cent of the total) against 30.4 thousand barrels per day - or 12.6 per
cent in 1978, On the other hand, the naphtha production increased <o 29.4
tnousand barrels ver day or 12.0 per cent in 1979, comparedwith 25.2 thousand
barrels per day or 10.4 per cent of the total in 1978.3/ Production of
asphalt increased slightly from 3,6 thousand barrels per day, or 1.5 per cent,
in 1978 to 3.8 thousand barrels per day, or 1,6 per cent in 1979. Kerosene
production decreased slightly in 1978 but maintaincd its share of 1.0 per

cent of the total refienery production.z/

Y Arab Oil and Gas, Vol. VII, No. 167, Paris, 1 Sept. 1967, p. 113.

2/ QAPEC: "Prcduction of Petroleum Products in Bahrain, 1979", in OAPEC
Bulletin, Vol. 6, Ne. S5, Kuwait, May 1680, Statistics, p. 3.




ble 44: Production of Petroleum Products in 3ahrzin, 1979

{In thousand ED)

1979 1978 Percentage
Products Quantity Percentage Quantity Percentage sznge
LPG 1.3 0.5 1.2 G.5 8.3
Naphtha 2.4 12.0 5.2 10.4 16.7
Gasoline 5.3 10.4 30.4 12.6 (16.8)
Jet Fuel 32.3 13.2 32.2 13.3 C.3
Kerosene 2.4 1.0 2.5 1.0 (4.0)
Gas 0il 55.4 22.7 57.7 23.8 (4.0)
Diesel 0il 9.5 1.5 T.7 3.2 23.4
Heavy Lube
Distillate 0.4 .2 1.0 C.4 (60.0)
Fiel 0il 84.4 34.5 80.5 33.3 4.8
Asphalt 3.8 1.6 3.6 1.5 5.6
Total 244.2 10C.¢C 242.0 100.C 1.0

Table 45: Refined Products Consumption in Bahrain, 1973 - 19771/

(hggregate Consumption in BD1,000, per capita consumption in barrels per annum,

and population in thousands)

Average
Aggregate Annual Per Capita
Year Consumption Growth Rate Popuiation Consumption
1973 2.0 27.5 236.0 3.1
1977 5.3 17.9 1.7
N

1/ s . .
= Al Wattari, Abdelaziz, "0il Downstrzam:

Cprortunitizs, Limitaiions,
Folicies", Xuwait, 1280, Organisation of Arab Petrolewnr Zxporting
Countries, Table 2t, p. 68.




Table 46:

Consumction and Prices of Petrclzum Products in Bahrain

1979 1978
Products
Cencumpticn Price Consumption Price

(million . ters) (million liters)
Gasolinel/ 132.1 117.5 38/4C fils/liter
Diesel 114.55/ 22.5 fils/liter 146.3 22.5 fils/liter
Asphalt 21.6 3 BD/LT 23.4 3 BD/LTé/
LPG 1.2 70 fils/kg. 18.1 70 fils/kg.
Source: QAPEC Bullatin, Vol. 6, No. 5, Kuwait, May 1980, p. 31

1/ In 1678 all gesoline 95 with price change mid year. In 1979, 75 per cent
Gasoline 90 at 4C fils/liter, 25 per cent Gasoline 98 at 60 fils/liter.

2/ Reduction caused by decline in dredging activities.

3/ Domestic market price

Source:

O0fficial Information.

Table 47: Value of Refined 0il Zxports

(In millioas of U.S. dollars)

Attributable to

Year Total Value Bahrain Crude
1372 240.11 63.11
1973 305.87 87.39
1974 988.71 264.46
1975 892.73 2952.20
1976 1.002.53 247.14
1977 1,010.14 212.23
Source: Ministry of Development anc Industry
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AITHDRAWAL OF UNITED STATES MULTINATIONAL CORPORATIONS AND FURTHER SAUDI
INVOLVEMENT

Saudi Crude Supplies permit Bahrain to provide 60 per cent of BAPCO
Refinery Feeds

145. Bahrain has been providing 50,C00 barrels per day of its domestic
preduction for the running of the Bahrain Petroleum Refinery. This amount
represented 20 per cent only of the crude processed by BaPCC .cefinery.

Saudi Arabia, which had already considered sharing the Abu Saafa oil revenue
with Bahrain and which had purchased a notable share in the Aluminium
Bahrain Company, has commitied itself to providing the Bahraini Government
witk BD 100,000 of Saudi crude oil at official sale prices.l/ This amount

will partially meet the BD 250,000 capacity of the BAPCO Refinery.

146. This Saudi-Bahraini arrangement will permit the Behraini Government
to secure 60 per cent of the crude supplies recuired by BAPCO. It is a
measure which must be related to the Bahraini Govermment's objective to

take over a similar share in the Refinery's total ecuity. Standard of
California and Texaco have been supplying BD 200,000 of the Refinery's total
capacity of BD 250,000. The Qovernment's takeover of the 60 per cent share
will reduce these two companies' share of feedstock to BD 100,000, a quantity
which they will provide from their respective shares in the group of the

Arab-American company (ARAMCO).

1/ "Bahrain: Grace & 100,000 b/j de pétrole séoudien, le gouvernement
pourra fournir 604 du brut traité par la raffinarie de la 3APCO" in:
Vol. XII, No. 27J, Le Pétrole et le Gaz Arabes, Paris, 16 juin 1980,
pp. 12, 14 (referring to a declaratior of Mr. Youssef Shirawi, Bahiain
Minister of Industry ané Development).
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147. Thus, co-operation in the crude oil sector betwesen Bahrain and
Saudi Aratia will permit the Emirate to hold an equity majority in the oil-
refining sector, thereby enlarging its role in this sector, both in the
supply of crude oil to the refinery, in ownership and in the exportation

of petroleum products. This arrangement will become effective on 1 July,
1980 according to the Bahrain Minister of Indusiry and Development. The
Government will pay Texaco and Standard of California a compensation which
will be calculated on the basis of the net accounting value of BAPCO's
assets., FPFurther developments in the oil sector in the future will progress-

ively depend on Saudi-Bahraini co-operation and on sectoral integration.
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Chapter V

THE ALUMINIUM INDUSTRY

Growth of Precduction and Consumption, 1935-1977

148. worid aluminium cansumption has grown at an exceedingly st.ep

rate within the lari 40 years, being well ahead of that of traditional
structural materials throughout this time. Its growth was especially
marked over the 1960-1970 period. Although after the price explosion

this trend’has siightly declined, in comparison to cther structurai
materials, aluminium remains to account for the highest consumption

growth rate., This unprecedented steady growth is based on a high standard
of systematic research and development work throughout the world, relying,
in turn, on effective co-operation between producers and consumers,
irrespective of the economic system or the extent of industrialization in a

given country.

Table 48: World Consumption and Growth Indices of Aluminium, 1935-1977

World Consumption’

(million metric tons) growth Indices.
1935 0.3 1977/1935 5C.0
1950 1.5 1970/1560 2.2
160 4.5 1977/196C 3.3
1965 6.5 1377/1570 1.5
1870 10.2
1975 11.3
1976 13.1
1977(-stimate) 15.C
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Production and Consumption Forecasts for Aluminium and other Structural

L -

Materials until the Year 2000

149. The future aluminium trends indicate that the dramatic ris. of

aluminium world consumption over the 1$6C-1970 period, corresponding to

an annual growth rate of 8-10 per zent, may drop in the coming yz2ars to about §
one-half. Moreover, it seems highiy probable that in the years ahead the

share of developing countries in aluminium operations and consumption twill

grow considerably. Over the 1975-1985 period, aluminium production of

industrial countries is expected to grow from 3.1 miilion toms to 19 million

tons. During the same time, aluminium smelting capacity in the developing

countries may rise by five-fold, expanding from 300,000 tons to 4 million

tons.l/

150. It will be observed from the above that by 1585 the sharz of
developing countrizs in world smeltiing capaciti2s may reach 17 per cent of the
total installsd world capacities. Under thes2 circumstancas, the target,
suggested at the 1975 UNIDO General Conference in Lima that by ths turn of
tha century developing countries should account for 25 per cent of total

world industrial production, appears to be concistent in so far-as to share

of the developing countrizs in world alumirium smelting is ccncerned.

151. 1In the industrial countries, wnere energy has becomz a crucial issue,
an upswing in ti2 use of aluminium may b2 anticipatad in the menufaciure of
vehicles, 2lectrical engineering, heat-2xchangers, containeres and componznts
for the mechanical engineering industry, as well as in camping andé sports
items. Growth in the usage of aluminium in th2 building and packaging

industries may, on the other hand take a downturn trand.

1/ Papers prazsented at UNIDC Seminars and workshops held in 1377 and 1978 in
Vienna and Budapest, respectively. See also UNIDO's document ID/WG.250/18
dated 26 August 1977.




15e. In the developing countries, at first electrical enginsering may
mak2 a headway in aluminium usag2, together with the packaging industry,
particularly in such areas as new fisheriss, dairies and food canning
facilities. Houszhold appliances, too, may b2 a rapidly =xpanding outlet.
At some later time, other end us2s will enter into ths picturs depending
on the economic pattarn, geographic situation and other circumstances
pravailing in =ach country. Modern agriculture will call for up-to-éats
cyld-storage rooms. irrigation systems, submarins desalinating facilitizs
and building structures. All of thes2 activitize will recuire the
utilization of aluminium. In the manufacture of transport vshicles anéd
mechanical engineering, operations will be at first confined to assambly
work followed at some later time by the manufacture of special components
and products, i.:2, high-etandard castings. It is, therefore, desirable
that upon the installation of new manufacturing capacities =ffective
arrangements are made for the collection and recycling of scrap materials,

which are usually in the order cf 21-26 par cent of aluminium input.

The Pricing of Structural Materials and Forscasts as to Future Pricing Trends:

153. The world markat prices of the principal structural materials and
their pricing in relation to 2 uminium over the 1560 - 1977 perioéd arz summed

up in the following table 49.

154. An analysis of ths pricing trencés in this tatiz will clearly
demostrate that a marked shift in favour of azluminium has taken place to
the detriment of copper and steel. The 18723 rise in oil prices did ot
significantly affect the relatives pricing of metals, Fluctuations in

aluminium and rcopper prices were largely due ‘o mariket speculation., (See

tables 4%, 5C ané S1).




S

Table 49: Meun World Pricus of Somu Sulectoed Siructural Matcriale,

Barod on Annual Average Quotiations in Curront Pricue
£

(In U.S. dollars pur ton)

Haterial 1960 1065 1970 1915 1916 1911
Muminiunt 5717 545 614 860 969 1.108
Copperg/ 112 180 1.393 1,205 1.381 1.293
lead 265 260 304 412 446 617
Zinc 287 320 206 745 (Rl 589
Tin n.a. 3.428 3.673 6.870 7.583 10.798
Steel billets n.a. n.a. kb.93 173 168 154
Plaslics (Pvc)é/ 350 351 359 642 566 619
Coment 1 8 10 20 n.a. 25

l/ Mcan price:, ex-smeltor
_?_/ (]
Cathode coppeur

;/ Mean price in Federal Republic of Germany




Relative Pricing of Some 'Structurai Materials

Table 50:
(Aluminium mean price taken as 100)

Material 1960 1965 1970 1975 1976 1977

Aluminium 100 100 100 100 100 100

Copper 123 143 227 140 142 117

Lead 45 48 50 48 46 56

Zinc 50 59 48 86 13 53

Tin - 629 598 199 182 975

Steel billot - - 15 20 17 14 fé
Plastics 61 64 51 16 58 54 '
Cement 1. 1.5 1.6 2.3 - 2.2




Table S1: Aluminium Prices

(US cents per paund)*

1973 25.33
1974 34.06
1975 39.79
1976 44.34
1977 51.34

*
Virgin unalloyed lingot at New York

155. Forecasis published in the world press unanimously agree that

the 1970 level of relative pricing of structural materials will persist

in the long-term, though in absolute tarms they predict rising prices

throughout the coming years.l/ Such price hikes are considered to be

necessary to ensur2 thke economical operation of new capacities coming on

stiream. although the magnitude of the rise may be less than that of oil.g/

Suitability of Aluminium from a Technological and Financial Poin*

of Tiew

For New Appiications and for Revlacing other Siructural Materials

156. Any effort for replaing a structural material by another i

at taking the uimost adwvaniage of ths lati2r's most uszful properi

assessing such prospective benefits in respect of a given country
next to the avarlablility c¢f raw material and power on site - the

circumstances would have to be taken into account:

/
Y Revue d'Aluminium, Paris, YNo. 471:3:112. 1273

~

/
g/ .o . "taant fpent o : . .
~ Dowding, N.7. The World of Metals, Meitals and Mater-alz, _ondon, 1

izs, In
or area -

following




]
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- The economic structurz and the distribution pattern of
czpital; prevalencs of independ:nt smal! and medium-sized
enterprises and of industry and agriculture that arve

controllad b large concerns or public corporations:

-~ The volume of experience of local manpower;

- The pattern of ths domestic market, and the extent to which
the latter may be influsnced by intarvention on the part of

government agencies.

157. Applying these considerations to aluminium, a combination of
favourable and detrimental factors emerge. which may be dealt with in

detail in the case of Bahrain in the following pages.

Difficulties

158. The two basic cmsiderations in installing an aluminium smelter
are aoundance of cheap power and availability of large capital, the latter
far exceeding that required for seiting up other raw matsrial production
facilities, Bauxite and alumina operations on site or in the region are
not an absolute prerequisite, since, alumira can be easily transported

over larger distances.

159. Until 1260's only developed countrizs and the centrally planned
economies could gansrally afford to 2rect aluminium sm2li2rs., This ie the
reascn whr the bulk of such facilities are locatzd in Burope, Korth America
and the Sovizt Union, where large amounts of nydroelectric ané thermal
power ars available., In earlier days, ih2 proximity of ths consuming

markets, too had been a consideration of some importance.
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16C. Th2 iocetion of new smelting projects is nowadays almost
exculsively governzd Uy the high demand for power. The power resources

of the developed countries are nc longer free to supply abundant amounts
of cheap energy. Hence, ir locating a new smelter, only such areas where
sufficiently large potential of cheap power exists may be considered.

The tapping of nsw power rescurces, however, invariably calls for further
capital investment in implementing such projects. It should be remembered
in this connection that electric energy is at present the largest and most

significant cost factor in the electrolytic extraction of aluminium.

161. The magnitude of power involved in aluminium production iz
demostrated in table 52, where a comparison of power consumed at each
successive step of production from the raw material up to the semi-

fabricating stage is presented in respect of stzel, copper and aluminium.l/

162. Table 52 shows that the huge energy demand for aluminium
oroduction stunds out most strikingly. The difference will remain sven
after allowance has been made both foi* the lower specific weight of
aluminium and the fact that by adding suitables alloys a composition may
be brought about, whose mechanical properties approximate those of mild
steel., In calculating this, the power demand of aluﬁinium will be no
longer eight times, but'only 2.7 - 3 times that of sieel. By the same
reasoning, power involved in the manufacture of copper and aluminium
conductors will be practicelly identical after a2llowance has been made

for the difference in specific weights,

L Osztrovszky. G. Raw material situation of the Hungarian national
sconomy with special regard to tne
and aluminium incdusiry. Paper presentad at the
Hungarian Academy of Science, Mazyer Aluminium,
Sudapest, 15:10:286-299, 1978,
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Table §2: Znergy Consumption in Steel, Copper a2nd Al.uminium Production

(GJ per ton)

Steel rounds Relled

30 mm. dia. copper wire Aluminium sheet
lMining, quarrying ? 51.9 4.2
Coking 20.1 - -
Concentration 5.9 - -
Crushing - 20.9 5.9
Flotation - 7.5 -
Alumina
manufacture - - 41.9
Smelting 0.3 14.2 218.6
Steel
manufacture 6.6 - -
Electrolyitic
refining - 12.6 -
Rolling 5.4 18.4 28.1
Total GJ/ton 37.7 125.5 298.1
Total GJ/metre’ 23.1 1,130.0 795.6

Source: Alexander, W.0.,Economics of Energy and Materials. Material
Science Engineering. London, 29:195-203, 1978.

Higher Standards of Engineering Technigques

163. The chemical, physical ané mechanical properties of aluminium
differ in many ways from those of other metals. In view of this, t{he
handlingend processing of aluminium calls for technologies which may often
te regarded as a departure from conventional methods of metallurgy. Zven
tne transport aAd storage of aluminium rsguire particular carz. In case of
defactive packaging, rough handling en route or poor storage, the vapour
repeatedly precipitating and evaporating on its surface may l2ave behind

ugly stains or givz rise -0 corrosion,
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Capitzl Reouiremants

164. The inva2stment cosis nscessary to achieve an annual ton of
"production capacity are showm in tatle 53 below.

Table 53: Investment Costs Necessary for Achievins_gn Annual ’ '
Ton of Production

(In US dollars)

Iron Ailuminium
Mining and raw materiails
Preparation 5G 7C0
Power generation - 4cC
Smelting 250 2,00C
Fabrication 20C 4CC
Total 50C 3,5¢C0

Source: Fischer, P.U.: "The role of th2 Gulf in the futur:s developmant

of the world aluminium indusiry, Bahrain Society of
Engineers, London 1977, Graham and Trotman Lid., (a seminar
on engineering and development in ths Gulf, Bahrain Socieiyr
of EZngineers).

165. In most cases, power consumption accounts for 2C - 3C per cznt.of

direct costs in smelting. When the plant was put on sirsam in 3ahrain in

1971, the energycosts were estimated at only 4 per cent of the total

production cost. In comparison, the energy costs in Grea: Britain ware

54 per cent of the tota: production costs at *that iime. Thic can o2

explained by the underpricing of the Zahraini gas uszd for th2 smelter,

To run a smelier, Bahrain had to provide it with 100 million cubic feet of

natural gas per day.

16€. The developmant of chwap nydropower in the past nad h2lped the
world zluminium industry tc grow in importance to th: point i% has reached

today. With the depletion of favourable development pci:ntial for
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hydropower in Burope and the Unitad States, other energy sources have come

into uce. The a2luminium industry will 2lways have to use power at ths lower

end of the price rangz, which means that it will 2 in arcas whers

additional hydropower resources and thermal power are beinz geveloped. It !
follows that counl ies in South Ezst Asia, Africa and South America with

potential hydropower, as well as the Gulf States are atiractive sites for

aluminiur smeliing from the standpoint of thermal energy.

Local Conditions in the Gulf

167. An evaluation which aims at spelling out the varicus steps in the

aluminium industry, based on the following criteriz, appears to be

appropriats.

*
Criteria and Local Conditions of the Aluminium Indust:z—/

1 2 3
Raw materials X X
Energy X
Labour X X X
Capital X i
Services X X
Information X
larket X

*/ 1, 2 and 3 imply availability, uncertainty ané non-
aveilability, respectivoly.

digtinctly abzent, i.z., information and market, All oither 2lements are

Pt

either distinctly or conditionall: present.
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169, A look at the world aluminium 1nduSiTy Snaows 1.2t in very tew
cases alumina plants and smelters are close to marksts. 1In the majority
of cases, the alumina as well ac the metal have to be transported., For
the only other distinctly absent 2lement, namelyr, informaiion, there seems
to te not real problem, as this can be acquired. By weighing the criieria
against the specific requirements of sach manufactur ng step in the
aluminium industry, it is possible to st up the following priorities of
operations, which local conditions favour: a) Smelting, b) Preparation of

raw materials and c¢) Fabrication (primarily for local use).

Raw Matarials

170. The pressnce of mineral depocsits yielding alumina are very uncerizin
in Bahrain. 3auxites, which ares not of a particular'y attractive composition
are known to =xist in Iran. It is conceivable that clays may be found

which can be =xtracied in the future, when altzrnative processes to the

Bayer proc2ss bacome feasible.l/ It appsars tc be uncertain that in the
foreseeable future the Gulf area #ill be come a producer of aluminous raw
materials. However, the cuestion arises as to whether all or at least some
steps of the refining process (from bauxite to alumina) could not be

carried out in the Gulf, and whether it would not pay to bring bauxite into
the Gulf in large bulk carrisrs or bulk-oil carrisrs (0BOs) to be processed
in Bahrain. This wou'd recuire, howavar, two conditions %o be mat:

a) zh

(0

r availaz’2 for procaesing ané washing

*
v

re must be ample watzar supp’

(]

purposes; and b) the bauxit2-producing countrics all tend to install thair
own rafineries in order to upgrade their 2xports; thersfore, a stable supply

of bauxite on a long-tarm basis myst bz assured.

1S running & rilot plant opsration

1/ The United States Burzal of Mines :
2d by a grouy of rrimary producers,

uSing a nitric process, Sgongor
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171, In the Bayer process, also approximately 32C kg of caustic soda
are recuired to produce 2 tone of alumina or 1 ton of metal. Aétual
consumption varia2s with the typs of bauxite being tresatad. Caustic soda

ie produced by elz2ctrolysis of sodium chloride (salt), in the courss of
which an equivalent amnount of chlorine is also produced. Salt is plentiful,
power is potentially rlentiful ané chlorine as a by-product can be uszd in

the petrochemical industry.

Th2 Bahrain Aluminium Incdustry

172, Bahrain has several assets which made the 2stablishment of an
aluminium industry attractive. The =stablishment of the aluminium smelter
in the Zmirates was undertakan because of th: cheaply-priced gas, and
tecause Bahrain was a good altzrnative at the beginning of the 1370's for
several multinational aluminium corporationsl/, compared with areas of
undeveloped hydropower potsntial. Furthermore, thes rise in crude oil prices
has gradually stimultatad a similar rise in the price of gas and which, in
recent ysars, has acceleratesd in connection with the emergsnce of new
world-scals neiworks of gas liguefaction,transportation and marketing.
Consecuently, the economic advantage of establishing an aluminium industry
in Bahrain and in other associated-gas-producing countries has grown
increasingly. This is an ar2a where one can observe and explain the new
trend invelwving the transfars of projects from the industrializad countrizs
to se2lected developing countries bacauss of the relativs cnang2 in the cost

structure in the two groups of countries.

Y Those corporations werz: 1) G2neral Cable Corporation (US), 2) 3ritain
Investment (US), 3) British Metal Corporation /UK), 4) Western Metals
Corporation (UK), and 5) Elzctro coppa Corporation (Swz2den).

See: EL-ZATIM, Issam: "Ths Equity Structure in th: Aluminium 3ahrain
Corporation”, p. 15.
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173. Another important fa.tor in the se2lection of Bahrain for the
establishment of one of the new aluminium smelters in the o0il and gas
producing countries seems to have b2en the labour costs, which arse low
compared with those in the developed countries, and thz prosance of

favourable legislation.

174. Aluminium Bahrain (Alba) produced 122,820 tons of finished metal
products in 1978, comparzd with 121,356 tons in 1977 (MEED 27:1:78).
Alba indicated that future development would be slower. The workforce was

reduced by 450 in 1978, and 250 more jobs might be lost this year.l/

175. There has been a certain criticism of the working conditions in
the Alba smelter, particularly during the first yezars after the plant had
been put on stream. The number of labour accidents was extimated to be
higher than the corr:sponding rates in the Buropear and American aluminium
industries. Between Octobar 1972 and November 1973 there have besn faw
mortal accidents andmore than 100 injuriss. These led <0 a labour strike.
At the time, workers complained <that "All the furnaces as well as the
smeiter lack security =cuipment. None of the workers and engineers had
been trained nor had they followed occasional courses; they had only some

Imowledgs of th2 various tasks and the handling of instruments and machines."z/

176. Aluminium 3ahrain started production by 2mploying ssmi-skiilad
immigrants as metal! workers through foreign contractors., Later ths
govarnment, following recuests from local workers pushed ths Bahrainization
of tha Alba staff. 1In 1978, according to government sourczs, workers from

. - . . . . . 3
the Far Zast were still employsd , whilz Bahrainis wers2 being laid off.-/

Y wRFD - Middle East Economic Digest, Vol. 23, No. 5. Feb.1979, p. 18.

2/ 1-DOWADI, Ahmed: "Multinational Corporations in the Arab Gulf", in:
Al-Taliah, month.y, Cairo, p. 95, reproducing the Bahraini weekly
8zda Al-Usboohn.

é/ Declaration made oy the Bahraini Director of labour, Mr. Khalifah ¥halfah,
1o +he Bahraini-basasd Culf Weeklv Mirror, in: MEZD - Middle Zast Zconomic
Digest, Vol. 22, No. 23, London, 9 June, 1978,
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_ Consequently, contracters hiring cemi-skilled immigrants wsre asked to

rapetriatz tham.

177. Th: g:cgraraic position is a third advantags for thz aluminium

inéustry in 2ghrzin, particularly in ths Gulf zrea. On the one hand, J
industry in the Gulf can be supplied with alumina from the Auzstralian

mines. 3ut sinc2 Banrain reprecents a smail market, its aluminium industiry

has to b2 export-ori:ntad. As trarsportation costs ars vary low, the

aluminium products uvon be directed either to Japan or to Western Burops.

This is typically an industry founded on 2xploitation of local energy

resources and attractive investment conditions.

178. Alumirnium industry is a particularly energy-intensive indusiry.
Total 2nergy consumption for the preparation or on2 ton of metal out of
ore is 16,00C kilowatts for aluminium, compared with 3,500 kilowatts for

1 e s : : 4
stzel.~ Whils 3ahrain disposes of associats and natural zas, its oil
szctor does not gen=rats a surplus; this 2xplains the small staks (15 percent)
taken by th:= Zanraini govermment in the Aluminium-3ahrain joint wventure

(Alba). Therefors, foreig: partnars made the major financial coniritutionms.

£

hz separation ¢f 1ts oxide. OCnz hac o

tric enerzg;s ¢ :iract thn: metal from

eacuiprment racuired for ih:z precess
”

nTensiv:, nzcaun: 11 hac a2

1/ . .
- Tn: ul n r activisy of th: aluminium 23 compar:d to other
o’
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Table 54: Alba's Houity Skares

2quity held oy Percentage

2 US corporations:

S2n2ral Cables Corp. 17
Britain Investment 9.5
subtotal 26.5

2 UK corporations:

3ritish Metal Corp. 17
Western Metals Corp. 8.5
subtotal 25.5

KATSER Aluminium 117

a Swedish corporation:

Zlectro-Coppa 12
Total Foreign Interests 81
Local Interests {Bahrain Gvt.) 19
179. The sm27ter was inaugurated in May 1971. The cost of the project

wag 73 million pounds. In 1972 it produced 170,CC0O tons of pure
alumirium, but it was planned to raisz this annual capacity to 4CC,0CC
tong psr year .~ithin fiv: yzare, Howavzr, the .orla aluminium market and

some start-up difficulties have not parmittad this goal to be achieved.
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The aluminium Sxirusion Industry

13C. Zahrain Alurinium Extrusion Cempary (342C) is a 10C per cent
Bahrain Govearmment c.mzd company formzd by Amiri Decres in 1277. It is
ov2rating an aluminium sxtrusion plant with an annual cutput of approvi-
matzly 4,00C tors. I% employs approximat:sly 20C werkers and has tha
r2putation of being on2 of the highzast quality extruders in the Middle
East. Th= plant has a 7,000 ton Schlozmann press and a 33,00C Amp
anodisirg line. The company is currently expanding its anodising
capacity by 2 furthar 11,000 Ampe. The plant producses a full range of
both mil! finish and anodised szctions including gold, black andé bronze
to the / usuisse ColinalR process. Procducts irclude brushed and matt
finishes. Its marksts covsr the Gulf States, including Xuwait, Saudi
Arabia, Qatar, ths United Arab Emiratss, Oman ancé Bahrain. The Company
i€ currently =2xpanding its cutlets fo include thz United Kingdom, Syria

anc Jordan.l/

181. 3oth a2luminium production and export have besn growing ovsr the
y2ars 1571-1977. The volwna of production had b22n boosted betwezn 1974
and 1974. Latz2r, from 1974 to 1977, production slightly fluctua.2d within
the plant's normative capacity. Production and expoft valuee also rose
between 1971 and 1274, stabilized in the following year, and increaszd
again in 1676 and 1577. Th2 volume of zxports incrzaszd betwaen 1671 and
1673, almost stagnatzd in 1273 ané 1°74, and declinzd in 1775 before
attaining thz plant's normative l2v2l in 1276, A= a r2sult, aluminium
exports multipliz2d by 30 times in value b2iwsze2n 1¢71 and 1¢77. This
resulted primarily from the setting-up and full utilization of the new

a_uminium capacity as w»ell as from th2 ries in th: unit value per ton of

/
Y ¢, popmm {G2nzral Managzr), 8ahrain Aluminium Txtrusion Company,

“ay 1980,




aluminium, as shown in iable 55.
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Table 55: Aluminium Production and Experts

{Volume in matric ions and valuz in millions of Bahrain dinars)

Production Exports
Unit Unit
value valusz
Volume Value per ton Volume Value per ton

1q711/ 8,133 2.04 250.8 6,61¢ 1.66 0.8
1972 70,103 15.67 227.8 57,89% 13.13 226.3
1973 102,630 78.75 28¢C.1 9€,355 26.56 273.9
1974 117,561 38.85 3.3 97,849  31.47  321.6
1975 116,500 38.87  333.6 90,088  31.10  345.2
1976 122,058 44.86  367.5 12C, 457 44.28 367.6
1977 121,156 48.54  40C.C 122,894 49.16 40C.C
Source: HMinisiry of Industry and Development
v The smelter began production in April 1971.
182. Additional financing for the planned expansion of Alba is to be

raised by offering shareholders a furthsr 1 million shares, at the markst
1
wvelue of BD6 /¢15.8) each.-/ Th2 company needs €12C million, of which

¢7C million hav:z b2en raiszd from banks.

183, Twenty per cent of Alba's original 3 million shar:s had besn
2/ . 4
acquired by Saud: Basic Indusiries Corporation (SA3IC).~ The shareholding

is now as followse: 32ahrain, 57.2 per cent; SABIC, 2C per cant; Kaissr

-
!

Aluminiuwm 3ahrain, 17 percent; and 3Betcn Investmants of lest Germany,

5.1 per cent.

1/ Ths nominal price of Alba'sz sharas ig 3D1 (or £2.6) per chara,

~

</ VEED, iendon, 13 May 1373,
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184. The 2utry of the Saudi state-controll:=d company SABIC in Alba's
joint venture has b2srn of help to thz 3asraini Gorarnment in its subs~
titution of muitinationals withdrawing. Furthsrmorz, this regionalization
of the enterprise has recentiy lea Saudi Arabia to abandon its own project

of setting up an aluminium sm2lter in Jubail.

185. At th2 end of May 1580, The HMinister of Industry and Electriciiy
in Saudi Arabia announcz2& that his couniry hacd abandoned its project for
the construction of an aluminium smelter in Jubail because the smeltars

in Bahrain ané Dubai are being expanded. This would prevant the duplica-
tion of projects and streamline and co-ordinats industrialization in the
Gulf Arab Ccmntries.y Kuwait had already abandoned the idea of setting

up an aluminium smelter,

1/ "Gulf Patrochemicals Plants”, in: Saudi Zconomic Survey, J:ddah,
Voi. XIV, Yo, 668, pags 5.
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Chapter VI

THE SEIFYARD FACTLITIES

/
186. There are three imporiant rspeiring facilities in Ba.hrain.-L

The oldest is the Bahrain Shipway Company, which operated coastal shipping
traffic in the Gulf. Its business has been very bouyant zaé in 1679 its
smployment peakad at 50C persons. Bahrain Shipway has bzen forbidden by
the Government to expand or to accept ships of more than 11 feei ¢ inches
4raft until the Bahrain Ship Repairing and Engineering Company (BASREC)

is 20 years old.

187. BASRWC was established in 197C near the port of Kina sulman. It
has the advantags of deep water jettiss. Both companizss have scuivalent
facilities and will tak2 snips on the shipway up to approximatsaly 1,00C
tone displacement and 250 f=2et langth. ZEmploymz2nt, sales and capi:al

2mployed ar= shown in tabie 56.

138. The two companiss have serviced ships from all over the Southern
Gulf, but recently th2y have f21t incre=asing competition. FPFor instance,
there ic now a shipway in Ajman (ths United Arab Emirates) so that faw
ships now come to Bahrain from the United Arab Emirates. ZIZmployment
totallec about 80C, and it has be2n sustainzd at this lev2l by s2nding
crave to work at dry dock at th2 Ared Shipring and Re2pair Yaré (ASRY,.

Cnce ASRY has trained its own labour force this work will fade away.

1/ - y
= World Bank: 3ahrain Curr2nt Zconomic Fecsition and Prospz2cts, Washinzton,
78 Junz 1678. World 3ank, Raport No. 2058-3H, Annex 4, p.3, Tabie 1.




Tabie $6: Gross Sales;and Capital Smployad in th2 3ahrain Ship Repairing
and Engineering Company

Total capital

Yzar EZmployzes Gross salss employed
(Bakrain dinars)
1972 345 1,287,419 1,429,283
1973 347 1,787,577 , 1,746,901
1974 344 2,073,740 2,128,861
1975 425 2,878,485 2,79¢,27¢
1976 481 3,805,730 3,635,337
1977 400 4,000,000 4,963,313

Source: Banrain Ship Repairing and Engineering Company, 2ahrain.

The Arab Shipbuilding and Repair Yard (ASRY)

189. The starting configuration of the shipyard is a drydock abls to
accommodate tankers up to 500,00 dwt. It is designed to b2 a modern and
a large shipyard, based on solid ta=chnical and economical analysis. Ewvery
car2 has been taken in order to allow it to expand harmonically, should
the opportuniiy arise. 1Ite main purposz is to promote the social,
technical and eccnomicel development of the region although it must te

emphatsized that ths comapny was 2stablisned as a commercial ventursa,

19C. Bahrain has long Yzen an zssential ship ra2pair cenir:, providing
facilities for offsnore supply vessels operating in the Gulf, and acting
P-J 2 -3 ’ s

2¢ 2 shore bvase for repzire afloat on largsr cargo ships ané tankers.
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151. _Experts believe that the special’ized marine repair scer-ices
already offered by existing companies like BASREC and Banrain shipway will
provide back-up to ASRY services, aznd that the State of Bahrain will saon
be in a position to supply compreh:ansive repair services to a2 wide cross-
saction of shipping. Moreover, the continuing growth of new rspair
facilities within the Gulf should result in pricing comp2titively with

that of Europe and the Far East.

192. Thz rapid development of Bahrain's infrastructure, combined with
the country's iadustrial and commercial sxpansion, has given ASRY and
added advantage. Bahrain's intermational airporit, which is central %o
five continents, is situated just ten minutes from the shipyard.
According to an articlz published in Cil Progrsss, the magazine of the
Caltex Petroleum Corporationl/,“this was particularly advantagzous to
ASRY for the import of both specialist persomnn=l and spars part:". This
couléd be plausitlz in the short run, but in th2 iong run commercial and
social profitatility of ASRY will depend on the availatiliity within ths
Guif area of both qualifi=d personnel and regicnal local s2lf-supporting
machine tool industries toproduce spare parts for the several dry.docks
in the area. Tt is these factories which will maks the formation of
ASRY a giant stride towards further industrializaiion in the Arab States
whieh joinsé in tha projzct, namsly, Bahrain, Saudi Arebia, th2 Tnitzd

Lrab Emirates, Qatar, Kuwait, Iran ané Litya.

193, For Bahrair particularly, it augurzs an even brighter and more
prosperous futurs. In th2 1030s, Bahrain's future was in th: devel®opmaat
of 1ts newly discouvered but limitad oil fizlde. In thz coming cecade,

ASRY'S propspects may crove to bz atc promising.

L/ "ASRY: A New Haven for Tankers". In: Lifzstrzam of CIL PRCGRESS, Vol.28,
%o0.2. CALTEX P2trolsum Corporation, Zahrain, 1378, pp.2-2.
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194. Ths Arab Shipbuilding ané Repair Yaré (iSRY), provides oxport

repair and cleaning servicas for a growing number of vary large crude
carriers (VLCCs) that regularly visit Gulf waters. ASRY was formally in-
corporated in Bahrain in 1274. It is under the joint sponsorship of thz
Crganisation of Arab Cil Exporting Countriss {QAPEC), and is the first pan-
Arab industry-rzlated infrastructural venturs that was brought to fruition.
Agreement to start construction of thz super tanker dry dock was reached

by CAPEC in 1974, but the history of ASRY goes back v 1968 when the three
founding members of CAPEC - Saudi Arabia, Libya and Kuwait - first envisioned
a2 major marin2 repair and sarvice facility in the centre of tha intermational

0il trade.

175. A comprehensive pr2liminary study undertaksn th:n confirmed the

nead for such a major facilily in the Gulf area and helped to =stablish
Bahrain as a fesasiblzs sit:., The closur: of *ths Suez Canal in 1967 stimulated
the building of new and countlass TLCCs. The Crganisation of Arab Petrolzum
Exporting Countriss {CAPEC) realizsd shortly aftsr its 2stablishment

(9 January 1968) that thers was a shortags of dry docks for VLCCs, ae the
2xisting fepairing end maintenance dry docks w2r2 located in the oil deloading
ports. A feacibility study was drawn for the construction of a dry dock for
the repair and maintenancs of VLCCs in the Arab 5Sulf area. The study showed
that the dry docks pr2vailing in ths world war: located in the Far Zast, far
from th: tankzr linss going from tn: Arad Guif %o th: West., Conszcuently,
the Council for CAPZC took the decision in Jun2 127C to implement another
study in order to detzrmine the most appronriatz sitz for a dry dock in

the Aradb Zulf.

e e ———— e =
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196. In th2 light of that decizion th2 ports of s:varal Arab Gulf
statzss ware surveyed in ordar to identify anéd weigh th: required
sp2cifications regarding location, labour availability, wmater depth and th=
loaéd ports for VLCCs.. PFinally, agrzamani was reached to implamant th2

dry dock in Bahrain bacaus: it was found to b2 2conomicallr the most
suitables sit2. Th: study was approv=d in March 1972 by CAFEC's COuncil

of Ministars. A further detailzd study came to the conclusion that the

dry dock should be destined to service tankers ur to 500,000 dwts.

197. dnan the Suez Canal closad in 1967, th2 only alternative ship
route for transporting Arabian Guif oil to markets in ths Waest was by way
of ths Cape of Good Hope, raquiring the use of TLCCs of minimum 175,000 dww
capacity. These chips werz so large that fiw e2xisting dry docks could
accommodates tham. On the main oi’ routes betwzen Zurope and the Gulf, the
nzarest dry dock was in Lisbon; for tankers on th2 run to Japan, the nearest
was at Singapors. The Gulf was at the centre of 7LCC trading routs=s., With
a flzet of 800 such ships afloat, it is =stimated that anually bstiwesn four
and five thousand vovagas should have bzen mads to the Gulf by VLCCs - ths
highest incidence of specific traffic for any class of wv=ssels in the world.
Further, since most VILCCs would be arriving in the arza on return voyages
empty and virtually "clean", they would b2 in a condition to entaer a ship
repair yard much more cuickly than if they had just finishsd discharging
th2ir cargo. A furth:r factor wze that 2 mejor ship rzpair varé in the
area was congidersd ess2ntial for mzeting th2 increasing demands of the
Arab tanker flz2zt which was expect2d to r2ach a total capacity of arcund

t2n million dwt in 1977.

198. Although th2 shipping picture has chang=d sincz CAPEC chose 3ahrain
&g the site of ite dock ~ VILCCes pascing through th: Gulf now, for examplz,
have several facilitize en routz from .Jhich to choosz, ASRY's Cenerel

Vanagzr assertzd that th>"Bahrain vard occupi:e th2 b2st position of all.
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Its ecuipment is among the best availabla in the world, and the location

of ASRY roughly half way down ths Gulf, is superb." In concspt, design,

construction and 2quipment, ASRY is indeed a giant industrial operation;
P ;

an artificial island was construciad in deer watar anéd cornnzcizd to ihe

mainland by a caussway 7 Xilometears in length. Th= company has certain

particular characteristics, having b2en creat=d by means of an inier-Arab
r

regional agrzem:ant among s=ven CAPEC members. A numbar of public adminis-

tration procedures are, therefors, to b2 follow2d in its managament.

However, private enterprise flaxibility and quick reaction to any envire—

ment or market change are simultansoucly racuested. ASRY is thus a rare

combination of seven states share-hclding with a free enterprise management.

The csoncept has bz2en working well till now ané it will hopafully continue

to be so in th= Future.

199. The total cost of the project has ba2en financed by =gquiiy capital

and amounts to USE340 million, of which 2200 million are for fixed ccsts

and $50 million ars for working capital and for financing thes first year's

logseee., Sharcsholders are the Govarnments of:

Bahrain

Saudi Arabia

Kuwait

United Arab Zmiratezs
Qatar

Iraq

Libya

20C. ASRY construction siart:4 in
dredgar startz2d to reclaim land south
Icland. It was flcoded for th2 first

first vessel in S2ptember of thz same

iate summer 1274 vhzn the firse
of the villag: of Hidd, off liuharrag
time in May 1277 and received its

i

year.
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201. ASRYs firzt chairman pradictad that in the following three y2ars
ASRY wil) dry-dock 60 largs vsssels per year. It is also expectad that a
large number of chips will com:z to ths yard for in-waier r=zpairs. "Within
2 y=2ar," ne declarad, "ASRY will o2 prepared tc undertak: all ths repair
vork expected from any first class shipyard, excluding major damage retairs
and conversions. This capability will be achizved in th= follo.ing stag=s:
a) Dry-docking, hull cl:aning and painting; %) Kincr repairs, increas2d
mechanical and hull repairs and annual survey work; ané ¢) Major mechanical

and hull repaire".

202. ASRY is a truly regional multi-lateral company in raspect of iis
share-nholding. It is also an international company in 2very area of its
activity, since it sells services, buys metierials, engages peoplz2 and
maintains financial relations all ovsr the world. The world projection of
the Gulf nations will, therefors, be widen=d4 and reinforced.through tae
international imagz of ASRY as a largs, modern and efficient industrial
plant, open to th2 world. Howaver,in order that ASRY becomes a succass, it
is of {thas uimost importancz that its yard performe as well in ship rapairing
/

as in resource marketing.lj
203. For Bahrain in particular, the ASRY project contributes ic ths:

extension of its industrial base and the diversification of iis sources of

income, thus promoting its economic and social development. The construction

of this project which is expected to induce downstream lebour-intensive .
projects, will increasingly involve various activities, such as: a) training

and creation of job opportunities for nationals of other Arab countries,

1 . .o - -
-/ CAZTANO-Carriera: 'The significance of AFRY to th: Fuiture Indusirie’
D=valopment of 3airain’.
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b) development of Arab cadres in new specializations, c) internmational
co-operation and economic integration in the form of joint projects,
d) development of related industrial and trading undertakings in Bahrain, and

e) development of the other socio-economic sectors.

204. This facility was desigmed in such a way that the first dock would
be flexible, permitting its extension and the later addition of other docks.
It also included the possibility of expanding the workshop and implementing
projects for the production of spare parts for the dock's machinery. This
would be done at reasonable costs and without hindering the operations of the

dry dock.

205. The marketing of the dry dock's services is not limited to the
repairing of vessels and giant tankers. It also has the potential for

creating numerous complementary and auxiliary projects which utilize the
facilities of the dock. In fact, a number of companies have been contracted and

requested to study the feasibility of several such projects.

206. According to OAPEC's February I980 Bulleting/, ASRY operated at

94 per cent of its full capacity in1978 and 1979. In the two years following
its official inauguration (IS5 December 1977), the dry dock handled some 720
vessels, most of them VLCCs. With this performance, tankers and especially
super tankers require two to three months advance registration in order to be
gerviced in the dock. Three factors have been recognized for explaining the
soaring demand and the lengthy list of tanker reservations: a) the low level
cf repairing tariffs in comparison with other dry docks of the Middle East and
and c) the high quality of technology used for tankers' repair and maintenance.

The quality of repairs and other services of ASRY has been improving considerably.g/

;/ “The Dry Dock in Bahrain, a Strategic Project on the Road to Arab Economic
Complementarity"”, in Oil and Development, Vol. 5, No.6, Baghdad, March 1980,
pp. 138-141, {in Arabic).

"Bahrain Dry Docks Operated at 94 percent of Capacity in 1979", in Arabd
0il and Cas, Vol. IX, No. 202, February X6, 1980, p. I3.

2/




- I20 -

207. A collective agreement was signed on 27 March in Kuwait

between the national companies of the Permanent Conference of Arab Companies
for the Maritime Transport of hydrcarbons and the Bahrain dry dock's owners,
ASRY.E/ The agreement is similar to those concluded recently by the
Permanent Conference members with other dry docks; it aims at "reducing the
operational costs of Arab tanker fleets". 1In fact, the agreement calls for

stable dry dock costs throughout the two-year contract period.

208. The ASRY project must be looked at as an achievement of Arab development
and co-operation, as well as an asset for Bahrain as an oil producing state.
Indeed, ASRY is one of the giant Arab projects which has largely succeeded
within the frame of Joint Arab co-operation. The project aims at setting up

an industrial specialized base and at forming and training advanced Arab cadres
in the field of ship repairs and maintenance. Furthermore, it aims at achiev-
ing a specific form of Arab joint co-operation and economic complementarity
through efficient investment of 0il revenues. The pro ject also embodies co-
operation between Arab oil exporting countries and industrial nations thoough

the servicing, repair and mairntenance of their tankers in the Arab Gulf area.

The significance of ASRY to the future industrial development of Bahrain

209. It is difficult to anticipate the impact of the new great shipyard

in the State of Bahrain on the economy of the region., It is, however, necessary
to make an effort to foresee this impact in order to provide a basis for
planning the development of the yard and its enviroment. At the outset, it
should be emphasized that the adequate quantitative model can be established

to assess the relationsnip between the shipvard and its enviroment in future
years., Any attempt to use an input~output matrix for that purpose is impossible,

at the present moment, as the converaion factors are not known and, even if they

Y OAPEC Bulletin (monthly), Vol.

I3, No. 2, Kuwait, OAPEC, F
and OAPEC Bulletin Vo. I3, ’ ' y February 1980,

No. 4, Xuwait, OAPEC, April I980.
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were known, the simultaneous development of some other large projects in the
area would alter them deeply in few years' time. For this reason, any

attempt made to quantify some of the provisions will remain essentially a

qualitative analysis.l/

2I0. That fact that ASRY has been formed and the yard has been built

created expectations c¢f gvood business, more employment opportunities, higher

vwages and saslaries, large fringe benefits, better welfare schemes and a higher
standard of living. These expectations may be considered as an aspect of ASRY's im
impact on the envicoment. Its feed-back is already strongly felt by the yard

@anagers.

2II. It is, however, unrealistic to assume that all these expectations can
be satisfied in a few weeks or months. Few years will be required for the

project to bear fruits.

212, Recourse to the financial market will not be required much by ASRY
itself, as the company gets its share capital and investment loans through
special arrangements, defined in its basic constitution. The yard's spin-off

is expected to mobilize a certain amount of financial resources, both for

fixed investments and working capital. In any case, the ship repairing indusiry
does nét require a very high level of operating capital because services are
paid back within a few months. In such a situation, the industry will be able to

aviod the need for short term loans.

213, With regard to capital eosts, the yard is already conceived in two

phases. For the first dock, a total of about one hundred and eighty milliom

Z/ CAETANO~CARRIERA, A.M., "The significance of ASRY to the Fiuture Industrial
Development of Bahrain" in Engineering and Development In the (Qulf, Seminar
of Bahrain Society of Engineers, London, «977, Graham and Trotman Limited,
pp. TI-84.
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cover the final cost of the invesgtment and the
running capital. In this respect a number of facts have much influence
over the ultimate costs. Obviously, one is in the area of training whick
would require the expenditure of considerable suis of money for the building

of a fine training school. '

214, The yard is conceived as an institution and a power whose aim is
to produce social and economic development. Of course, the distinction
between share capi2al and loans is of no significance, because the
finaneing of this project is made by special agreement reached between
seven nsmber states of OAPEC, Ag far as the spin-off is concerned, if we
allow for abocut 20 per cent, I5 to 20 per cent could be a reasonable
figure of employment created by the spin-off when the yard is implemented.
Agsuming the correct relationship of investment capital, perhaps 40-50
million dollars will be needed. The outright capital in I978 was seventy

‘wTrIIionH5 - aoiiarsama thisgives the reiztronsoipof caprtal to loaws

215, The second phase is being studies, so no final figures can be given
in relation to the capital costs of the second dock. If a second dock 1is
built, it would not, of course, cost as much as the first dock, tut the

spin-off could very well double.

216. By contract arrangement, management of the company so far has

been principally undertaken by Lisnave of Portugal, the largest and most

experienced repairer of VLCCs in Europe. A technical management service is
provided by Navlirk, which maintains liaison between ASRY in Bahrain and

Lisnave in Portugal.
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217. The figures mentioned above are roughly equivalent to the maintenance
of the management for 8 to IO years after the process starts. This is a
minimal period needed to develop the required information and know-how and

to ensure that it is properly transmitted and assimiliated by the new managers.
The know-how market will be indirectly exploited by ASRY, in as much as the
yard will buy materials and services, either produced in the region or imporied
from other supplying markets, through the network of agencies already
established in Bahrain. This will require a specific technical and commercial
know-how in order to ensure that those materials and services fully comply with
the required standards, both in terms of quality and delivery. Although no
specific plans have been outlined for that, it should be pointed out that ASRY
will eventually develop the necessary skills in some areas, such as shipbmilding,
sophisticated repairs, manunfactures of secondary semi-products, etc. where these
will be required, and, consequently the impact of the yard in the know-how

market will be amplified.

The Labour Force and Labour Training

218. An independent marketing organization, ASRY Marketing Services (ASRYMAR)
operating from London, has been established by OAPEC to inform tanker owners
all over the world about the advantages of using ASRY}s facilities in the
ASRYMAR has now agents in 14 major tamker-owning countries that control 97

per cent of the world's VLCC tonnage. The thrust for its sales efforts is

based on its competitive ability in every regpect -~ in time, price and

quality.
219. The shipyard in Bahrain is a very large and complex machine, which

will require many skills. It would have been unreasonable to assume that

the local labour market can immediately supply all the required manpower,

both in quantity and quality. Ship repairing is strenuous, difficult and
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dangerous. The manpower engagec in it has to be corpetent and responsibie.
The quality of the workers and their bebaviour is of vital importance,
egpecially during the first years of operation, when a good reputation in

shiprepairing is to be acquired by the yard.

220. Looking at the locally available labour force, it becomes evident
that it will take some years of hard work in education ana training before
some thousands of skilled workers of various trades ean be formed in Bahrain
and its neighbourhood. Labour requirements in the Arab countries, particul-
arly in the Gulf area, are increasing rapidly because of the high rate of
development that include large-scale housing, health, education, infra-
structures, agriculture, commerce and industry, and particularly the

enlargement and modernization of every branch of public administration.

22I. To construct the dry dack the Hyundai Construction Company of South
Korea used 2,000 Korean workers. ASRY's labour force numbered 900 in 1277
and was to reach I,I00 irn I978. Eventually, the yard is expected to employ
3,000. One aspiration of ASRY's board is that the yard ~ the first major
pan-Arab industrial venture -~ will provide training for young Arabs seeking

experience in heavy industry.

222, The shipyard's training centre offers courses in a wide range of
skills required in the labour-inteusive ship repairing industry. ASRY's
training and development programme is aimed at complete Arabization of shipyard
trades and assumption of 80 per cent of management functions within IO years.
ASRY believes that this programme should not be pushed through in a way that
would hinder the efficient management of the company. A large training

centre has been built at the yard and courses have been introduced in many
skills required in the labour intensive ship repair industry. At the end of
November 3979, 52 per cent of the Company's I,32I employees and 50 per cent of

its senior staff were Arab nationals. ASRY aims at raising the proportion of
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Arab nationals on its payroll to 90 per cent bty 1987. In I979 some 686
employees have been given a training for certain jobs, and 28 Arab employees

were sent abroad for further training in the ship industry.

223. Special attention is peid to training within the Ship Repairing and
Maintenance Yard.L/ Two main programmes were set for training: a) a
programme aimed at training technicians, and b) a programme for the training

of middle and senior staff posts.

224. The programme of training technicians was launched in Bahrain at the
beginning of I975 when a training centre related to ASRY was established in

the dock site. This centre includes theoretical training which can absorb

450 trainees, an English language laboratory equipped with the most receat
training equipnent.g/ In 1976, the centre had I30 trainees receiving training
in such fields as operatiorn of machines, painting and assembly of electrical
and mechanical equipment. It is worth mentioning that the company had in fact
accepted 2 larger number of irainees, but that some of them were encouraged to
leave shortly after their training started because of tke labour shortage in
Bahrnin.é/ In 1976, there were 28 trainers and employees working in the centre,

out of which 20 were Bahraini nationals.

225. In April 1976 ASEY's board adopted a programme aiming at the Arabization
of intermediate and high administrative jobs. According to that programme, ASRY
was to integrate 27 graduates of universities and equivalent institutes for

training in foreign dry docks both in the company and abroad.

2/ "Training in the Arab Ship Building and Maintenance Company", in: OAPEC
Bulletin, Vol. 3, No. 7, Kuwait, OAPEC, July 1977, p. IO.

2/ ASRY, Annual Report of ASYR's Council of Administration for the Second
Year of the Froject, I977. Bahrain, ASRY, I977.

;/ "Training in the Arab Ship Building and Repairing”, ip: OAPEQ Bulletin,
Vol. 3, No. 7, Kuwait, OAPEC, July 1977, pp. I0-1I, Tin Arabic).
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226. Draft courses at ASRY are structured on the basis of the training
system used at Lisnave. A basic school for welders, pipe and mechanical
fitters was established in Muharraq two years before the opening of the
shipyard, and about I50 craftsmen (the majority of whom are Bxhrainis) passed
through its programmes before training was transferred to the new yard. The
project wae oriented towards industry development in Arad countries of the
Gulf area, namely, nationals of ASRY member countries. Thus, the dock
constitutes a practical step for the transfer of know-how and technical
expertise. At its first stage the dock will bte engaged in ship repairing; at
a later date the project will develop into industrial manufacturing, including

vessels construction.

227. It can be clearly seen that the project was not designed as a merely
commercial profit making enterprise. Rather, it was conceived as one of the
long-term projects focusing on industrial development as well as on technical

and professional tra.ning.

228, Though the dock will provide services to different vessels which

would require maintenance, The de&clopment of Arab transport fleets, parti-
cularly, those belonging to any or to a group of the CAPEC member states,

like that of the Arab Tankers Company, will guarantee‘a certain degree of
operation for ASRY's dry dock whose servicing capabilities are synchronized with
with the increase in the number of vessels in Arab fleets. The ASRY dry dock
satisfies the essential preoccupation of vessels without being forced to

change their journey lines. It is for this reason that the ASRY site in

Babrain provides it with a substantial advangage in relation to vessels which

vigit the different Gulf harbours.

l/ “The Arab Ship Building and Repairing"” in: OAPEC Bulletin, Vol. I, No. 2,
Kuwait, OAPEC, Névember I97;, pp. 8-I0. Text in Arabic.
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The Prospects for a Second Dock

229. The dry—dock was conceived by OAPEC around 1974-1975 at the time
when the demand for VICCs was very high. Later the demand for the VLCCs
has gone down and the crisis struck the trade of oil. While this has not
deeply affected this year, ASRY is paying clcse attention to this situation
and studying the second dock. The study prepared in connection with the
second dock has proved that it is much more difficult to determine its
right size. However, there are already more than eight hundred of the
VICCs, existing or to be delivered, and this involves such a huge invest-
ment that it would difficult to think that the VICCs are likely to be
scrapped. They must continue the trade and to be repaired. Moreover,

ASRY has the advantage of being located in a part of the world which
attracts tankers for repair, particularly since most tankers arrive empty
and in a condition which require repair. But future prospects are slightly
different because it is necessary to anticipate the size of the vessels
which for the next ten years will call on the Gulf for servicing. .Therefore,
the construction of the right size of the docks is necessar— in order 1o

aviod expensive investment.

230. As far as shipyards in other areas of the world are concerned,
many of these are not competing with ASRY because they are serving a
different market, i.e., providing shiprepairing facilities for all carriers.
It is a completely different market, and ASRY does not consider them in
relation to the tanker market. As for the competitors outside the Gulf area,
these are to be found in the Mediterranean area, now that the Suez Canal

has been opened, and perhaps other shipyards may develop in Africa. Even

in this case, ASRY has the advantage of being ideally located in Bahrain.




- 128 -

231. It should be emphasized that the project aime at developing
industry in the Arab Gulf area and at providing professional and technical
training for nationals of ASRY member countrieg in the fields of ship
repairing, maintenance and building. Thus, the dock constitutes a
practiczal step for the transfer of know-how and technical expertise. At
its first stage the dock will confine itself to ship repairing; later the
project will go into industrial manufacturing, including the construction

of vessels.
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Chapter VI

CONSTRUCTION AND HOUSING, ELECTRICITY, WATER AND SEWAGE

Introduction

232. The country's principal natural resource - 0il - is running out,
and the drive is on to diversify quickly into becoming a service centre

for the Gulf. To attract the offshore banking units, offshore companies
a;nd international air and sea traffic (which Bahrain has successfully done),
the country's infrastructure was greatly improved. However, with this
success and its attendant rise in the economic standard of the indigenous
population, the demands on the country's infrastructure have grown
proportionately. The proposed construction in the middle of the nu«

decade of an US$800 million causeway to Saudi Arabia ( by which Bahrain hopes
to become a major gateway to its big neighbour's Eastern Provinc:.) will

impose even greater strains.

233, The strength of this new demand is strikingly reflected in Bahrain's
current budget. Out of the US$362.5 million allocated for projects, nearly
US$92 million has been set aside for housing and US$37 million for

electricity, which together make up almost 50 per cent of the total.y

This policy aims at consolidating the infrastructure so as to become

compatible with economic growth in various fields.

Y Some structural Bahrain proplems: The Financial l'imes, wondon, muuaay,
3 April 1973. specia. neport on sahrain.
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Sea Transport

2M. Bahrain's main port in Mina Sulman, which was built in 1961. The
port provided berth facilities for six ocean going vessels up to 30 feet
draught, with modern tugs, cargo hamdling and bunkering facilities. There
are two small specialized ports, namely the Sitra jetty, which is the oil
terminal for the oil refinery, and the Alba jetty, which serves the aluminium
smelter. The Sitra jetty can accommodate six small tankers ( 35,000 tons)

for refined products; and the Alba jetty can berth three ships of 35,000 tons

each.

235. Ships calling at Mina Sulman increased from about 600 in 1971 to about
900 in 1977, and cargo handled increased by two and a half times during the
same period. This increase, particularly of the large ships, led the
GOvernment in 1972 to decide to expand the port. This decision was reinforced
by the economic boom following 1973. During the boom years, the sharp rise in
traffic resulted in considerable pressure on the port facilities, leading to
severe traffic and cargo congestion. The waiting time for ships during 1976
varied from 55 to 60 days. The Government took a number of temporary measures
to reduce the congestion and at the same time proceeded with its expansion

project for the addition of six more berths.

236. The temporary measures included hiring a Korean firm capable of
unloading merchandise at twice the previous speed, constructing four
temporary bderths, increasing storage fees, and limiting the storage time.
As a result, by 1977 there was no waiting time, and the port surcharge was

eliminated.

237. Expansion of the port by sixe more berths and dredging it to a depth
of 36 feet is estimated to cost BD6O million. Also, the port will have a

container terminal capable of handling first and second generation containers.
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Compietion of ail the six berths is expected by early 1979. Two berths have

already been completed.

238. Although full cost recovery of the six new berths may not be achieved
for some time, authorities believe that the new berths will eventually be
fully utilized. Port authorities contend that, despite the rapid expansion
of port facilities in the neighbouring ports, particularly in Saudi Arabia
where the neighbouring Dammam port is five times larger, ships still prefer
to discharge their Saudi cargo in Bahrain. They also believe that the
competitiveness of Mina Sulman with the Sauvdi ports will increase when the
causeway is completed, since it will be more convenient and faster to
transship goods destined for Saudi Arabia via the causeway. Finally, the
establishment of a joint venture between Bahrain and New Zealand for ware-
house and cold storage for meat and agricultural products in the free zone

of Mina Sulman is expected to add substantial demand for container facilities
at the port. The cold storage will have a capacity of 8,100 tons and may lead
to cargo of 200,000 tons a year. The bulk of the stored products will be

transported by trucks across the causeway and sold in the Saudi ma.rkets.-v

The Saudi Causeway

239. The proposed Saudi cazuseway will be about 22 kilometers long,
linking Bahrain island to the Saudi mainland. Tenders for the construction
of the causeway were called in November 1978. Its estimated cost is about
$800 million, which will be financed by Saudi Arabia. This causeway will
have 4 lanes and 2 number of navigational openings to allow the passage of
ships. The construction period is estimated at 4~5 years. Technical and

economic feasibility studies for this project began early in 1975 with szome

y WORLD BANK: Report No. 2058-BEH? Bahrain Current Economic Position and
Prospects, pp. 26~27.
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World Bank assistance.

2490. The causeway includes adequate approach road system at each end,

which were coordinated with road development plans.l/ It is also expected

to induce the development of road transport between Bahrain and the neighbour-
ing Gulf countries, and will link Bahrain with the rest of the Arab world and
Europe. This is expected to give a boost to theenirepot and transit trage,

Bahrain's main traditional activities.

241. The construction of the causeway to Saudi Arabia will also help in
the integration of Bahrain manufacturing with the development of the Saudi
east coast. Products should range from welding electrodes to traffic signs,
concentration on those items where the demand is not large enough to interest
large—scale enterprise. Consumer gooés such as food products, paper goods,
medicinal products and car accessories should find a market both at home and
in the Gulf area. Service facilities for the repair and renow- . of
durable goods such as air-conditioning equipment, fypewriters and electric

motors should be feasible.l/

Construction and Housing

242. The economic boom in Bahrain and neighbouring CPEC countries which
followed the 1974 increase in oil prices, was led by the construction industry.
Foreign enterprises has avidly sought business in the area which resulted in

a sharp rise in demand for office space a2nd accommodation for employees.

This was accentuated by the easy access to construction money from the
governments and banks. Between 1973 and 1977 the cost of construction more

then triplea. As 2 result, during 1973-1977 the construction sector recorded

v WCRLD BANX: Report No. 2058-BH, Bahrain Current Economic Position and
Prospects, pp. 16 + 25.
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an annual growih rate of aboul 55 per cdent in current prices compared 1o an
annual growth rate of only 15 per cent in real terms recorded during the

same period.l/

243, No reliable statistics are available on the number and type of
construction permits igsued during the boom years. However, it is
estimated that about 2,000 houses were constructed during 1975 and 4,000

annually during 1976-1977.

244. One of the consequences of the construction boom was the emergence
.of a nucher of local construction industries, and local contractors. There
was also an increase in the sophistication of private investors who instead
of investing incdividually began to pool their capital and form investment
companies capable of obtaining larger loans and undertaking larger
construction projects. However, the construction boom added to inflationary
pressures and posed a serious threat to urban enviroment raising serious
questions about the adequicy of existing zoning regulations, construction
codes, and the capabilities of municipalities. The desire of Bahrain to
become an attractive centre for internationzl business and finance, and its
massive investment in infrastructure projects for this'purpose calls for a
clear urbanization policy and physical and city planning to preserve the
country's beautiful natural enviroment and ensure a2 healthy urban

surrounding.l/

Housing Policy and Planning

245, The Governmant provides low-cost houses at prices which can be
afforded by the lower-income groups. For the sake of reducing crowded

conditions in Manama, the Govermnment has been dispersing its public

Yy WORLD BANK REPORT No. 2058-BH, Bahrain Current Economic Position and
Prospects, pp. 16-17.
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housing and construction projects over. the islands, and adopting modern
planning for the newly emerging communities. The best example of these
modern public housing schemes is Isa Town, about 4.5 miles outside Manama.
The first stage of the town with about 1,700 houses, together with the needed
social services, was completed in 1968. Since then the town has expanded

in all directions.

246. The boom of 1973 and its consequent sharp demand for houses by
foreign companies has led to a rapid rise in rent and construction costs.
It is reported that the cost of construction per square foot increased from
D6 in 1973 to 20 in 1977, and for the same years the monthly rent for an
average sized apartment increased from HD50 to 500, and for an average
house (villa) from BD8O to BD8OC. This made it impossible for the lower-

income groups to obtain decent housing.

247. In July 1974, a national housing study was commissioned, and in

July 1975 was submitted to the Government. The study concluded that Bahrain
would be facing a serious shortage of houses over the coming decade, and needs
2,500 houses a year to tackle the housing problem. The study also suggested
the establishment of a public body for that purpose. As a result, the
Ministry of Housing was established in August 1975 to.carry out the Government

policy of providing low-cost housing for the low-income group.

243. Motivated by the considerable profit opportunities, the private
ecctor has responded well to the sharpyly rising demand for more expensive
housing. A large number of these types of houses have been constructed. In

fact, when economic activities in 1977 slowed down, the supply of houses was

greater than demand, resulting in a drep in rent.




~aQ mu
&L

[ {}
o}
[
H
.-i
(4
o
G
(4
7]
4
=]
[+ J]
'El
[4]

!
E.

1}

i
(1]
[4)
-
[
Ul
€
o
[4]

and loan programmes. The construction programme involves the construction
by the Ministry of Housing of 2,000 housing units a year. These houses,
which are constructed largely by local contractors, are then sold by the
Ministry of Housing to low-income people at prices calculated on the basis
of the individual's ability to pay. This usually means 50 to 75 per cent
of the cost. The beneficiary pays by instalment over 20 years. Houses

constructed in 1976 and 1977 numbered 2,291 and 1,478, respectively.

249. The loan programme involves thes provision of constructicn loans up
to B20,000. These loans are given to citizens who can afford to comstruct
a house on their own property. Land is usually provided free by the State.
The loan is for 25 years, and it is interest-free. About 80-90 per cent of
the loans have been for home construction, and the remainder for home
improvement and extension. In 1977, the Ministry approved 1,000 applications
for housing loans, of which 57 per cent were provided to government employees

and the rest to private citizens.

250, The current target of the Ministry of Housing is to construct 2,000
units a year by 1982. The estimated cost per unit for 1978 was B13,500, and
the capital expenalture estimated by the Ministry is Bb47.3 million for 1978
and 1975, and BD30 million a year for 1980-1982. The Ministry's long-term
plan is the completion of its housing construction programme by 1985.
Occupancy per room is to be reduced from 2.67 io 1.5. This is to be followed

by a large renovation programme in the o0ld sectors of the city to presarve

the traditional old houses and buildings.
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The Three-Year-Plan for Housing

251. The Government is to invest M75 million (S195.4 million) in a three-
year plan for housing. Investment will be 15 million (£39.1 million) in
1979, increasing to B30 million ($78.1 million) in both 1930 and 1981. The
Government hopes pension funds and commercial banks will also invest in the

Y

plan.= A housing bank, under consideration for some time, was to be set up

to provide low interest loans on long terms to Bahraini house buyers. The
interest rates may be 5-6 per cent, for 25 years. Scurces in the Ministry of
‘Housing indicated that although the 2im is to build homes, the programme 18

also designed to help local comtractors and to boost the economy.

252. The housing allocation is part of a programme for the construction
of 2,000 low-income and middle-income homes per annum between 1977 and 1986.
Prefabricated units are the basic ingredient of the programme, and system
building of various sorts is its keytone. Speed is of uppermost importance.
The Bahraini population is growing by 3-4 per cent a year, and it is the
Government's desire to spread the country's new prosperity as quickly as

possible.

Electricity

253. Electricity was introduced in Bahrain in 1929 when the diesel
generators in Ras Rumman power station were inaugurated. Electric power in
Bahrain today is generated by stations owned by three separate organizations:
the Covernment, BAPCO, and ALBA, with installed capacity of 290 MW, 60 Mw

and 300 MW, respectively. It is, therefore, clear that ALBA's capacity is

a little more than that available for the domestic use of the whole country.

1/ "Bahrain Government to Invest 2195.4 million on Homes", in: Middle East
Economic Digest (MEED), Vol. 23, No. 5, London, February 1979, p. 18.




- 137 -

Access to electricity in Bahrain is very high amounting to about 38 per cent

of the total population. The rising standard of living and the consequent

rigse in the use of air-conditioning coupled with the increase in the number of
industries have resulted in a rapidly rising demand. For example, between

1970 and 1977, units consumed increased at 25 per cent annually. This had )
led to severe pressure on the air-conditioning requirements. During the

years 1973-1977 the demand for electricity was so high that the Electricity

Directorate had to resort to borrowing eleciricity from ALBA. In the past

four years, demand had grown by 30 per cent per year.

254. Peak demand last summer (at the height of air-conditioner use to
cope with Bahrain's sweltering temperatures and humidity) was 223 MW, which
in theory was comfortably covered by production capacity of 280 MW. However,
the threat of power cuts dque to mechanical failures or to shut-down for
unforseen maintenance work was always there. II, as expected, demand grew
by another 3O per cent in 1978, the existing capacity would have failed to

be adequate.

255. To meet this rapidly rising demand, the Governmment has accelerated
its expansion of the power generation capacity. Between 1965 and 1975
installed capacity of Manama power more than tripled risxng from 41 MWW to
133 MW. Also, in 1972 work began on the construction of a new large steam
turbine power station at Sitra with a capacity of 120 MW at a cost of

EP30 million. This station also included a water desalination plant for

5 million gallons of water a day. Initial schedule was for the completion
of the project in four stages by 1985, but implementation was accelerated
rapidly, and the project was completed in 1977. In addition, a second gas-
turbine power station in Muharragq with installed capacity of 4C MW was

completed in 1977, bringing the total installed capacity in that year to

290 MW.




256. Moreover, to ensure the availa
future, the Government is now constructing a fourth power station at Rifa

with a capacity of 200 Mi. The first phase of 100 MW is due for completion

in August 1978, and the second stage in 1979. The cost of this project is

estimated at B30 million. Jsotal investment in electricity (including water '
desalination) amounted to BD127 million over the past fiwe years (1974-1978)

and is projected at BD117 million over the next five years (1979-1983). The

Arab Funds have been the main source of financing for these projecis. The

Government recently appointed consultants to assegs future power needs, and

-is also contemplating importing power from Saudi Arabia across the causeway

during 1985~1990. Bahrain has, therefore, embarked on an ambitious 10 year

programme, the first part of which is the construction of a fourth generating

gtation at Rifaa at a cost of $75 million. The first 100 MW stage of the

Rifaa plant will be completed in July or August and the second 100 MW stage

is to be finished next year.l/

257. In addition to ensuring the availability of power, the Directorate
of Electricity is making serious efforts to economize in its use. Power in
Bahrain is heavily subsidized. The rates are too low which is encouraging
waste. As a first step, the Directorate changed the rate structure from a
flat rate of 5 fils per KWh to 5 fils per KWh for the first 1,000 KWhs, and
12 fils per KWh for each additional unit consumed. The next step will be to
differentiate rates between commercial and home users. The Directorate 1is
also intending to base its rate structure on the real cost of electricity by
shadow eosting the gas used instead of the present practice of assuming zero

cost.

v "Some structural Bahrain problems in  The Financial Times, london, Monday,
3 April 1978. Special Report on Bahrain.
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ion of ihese objectives would be made easier, if the
Electrical Directorate is granted autonomy. This will also enable the
Directorate to recruit the needed qualified technical staff which hithero

has not been able to do so, because it could not recruit at a higher than

the Government scale, which resulted in the loss of many ~f its qualified
staff to the higher paying private enterprises and to neighbouring countries.
Finally, to enable the Directorate to function more effectively, there should
be planning and co-ordination between it and other Government agencies who
undertake projects that require electricity. This will avoid the present
ksituation of Having projects completed without the prior knowledge of the

Directorate which is blamed for not being able to provide electricity on

time.l/

Table 57: Electricity Production and Consumption

Installed Peak Units

Capacity Load Producedé/ Number of
Year (Megawatts) (Megawatts) ( XwH) Consumers
1970 79.8 60.8 243.3 42,000
1971 79.8 67.8 257.5 44,000
1972 92.0 73.0 283.2% 46,000
1973 92.0¢/ 93.0¢  331.0 48,000
1974 92.0% 108.0% 395.0 50,000
1975 161.0 143.0 505.0 52,500
1976 230.0 171.0 632.3 54,000
1977 290.0 223.0 896.0 59,500

Source: Statistical Bureau, Ministry of Works, Electricity and Water.

g/ Excluding losses in transmission.

E/ 7.2 million is the contribution of ALBA to the domestic comsumption.
g/ Difference in installed and peak is made up by ALBA power station.

1/ WCRID BANK: Report No. 2058-BH; "Bahrain Current Economic Po

prospects”, Washington, 28 June, 1978, pp. 28+29. sition and
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I Table 58: Monthly Flectrical Cemerstion, Maxizum and Minisus Loads, 1976
Electricity Maximum Minimum )
Months Generated Load Load
MW MW o .
)
Janua: - 30.4 65.4 28.0
February 28.6 64.5 67.5
March 29.5 64.8 22.1
April 33.7 76.0 27.6
May 58.2 127.1 48.1
June 76. 152.6 69.2
July 35.0 158.0 64.0
August 91.6 171.0 88.0
September 94.0 171.0 92.6
October 79.6 158.0 70.0
November 41.2 89.5 7.0
December 34.4 63.3 35.0
All year 682.3 171.0 22.1
Nater
259. The demand for water is also growing apace, and the situation is

made worse by the increasing =alinity of the country's ground water supply.
The causes and possible extent of the problem are not fully undergtood, but
a strict monitoring programme has been established. Ac more and more ground

water is extracted, sea water increasingly enters the aquifer, from the east

to the west.
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Table 59: Water Consumption
(In millions of imperial galloms)

Months 1973 1974 1975 1976 1977
!
January 389 402 422 464 514
February 385 317 396 435 564
March 418 424 . 446 4:0 596
April 424 434 456 501 601
May 458 465 489 53k 619
June 461 473 497 547 639
July 482 510 535 589 669
August 597 505 541 595 678
September 495 499 523 575 664
Ocotber 487 512 538 591 674
November 444 468 491 541 620
December 427 448 470 517 571
Total 5,467 5,517 5,804 6,382 7,465

Source: The Water Supply Director:zte.

260. While studies continue to determine the extent of Bahrain's aquifer
and any possible links with aquifers in Saudi Arabia, Bahrain is pressing
ahesA with its programme to meet growing domestic need’with more desalination
capacity. Domastic demand is currently running at 12 million gallons per
day and is expected to rise to 20 million gallons per day in 1983. The
Sitra power station now has two desalination units each producing 2.5 million
gallons per day, and expansion plans e.:visaged 2 rise in output to 20 million
gallons per day in order to produce 30 million gallons after blending the

ground water to meet the domestic requirement by 1985. Tenders are expected

to be invited later this year for three desalination units each producing

5 million gallons j=s aay. The country's overall water supply programme

which also comprises extensive pipelaying, pump installation, new control
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faciiities and the construction of elevaied and ground-ievei storage ianks,
began in 1974 and is scheduled:for completion in 1980, with the extension
of the minor networks to follow. The eost of the programme is estimated at

$125 million.

261. Like the electricity and water programme, Bahrain's US$162.5 million
gsewage project is also> moving ahead briskly. Feasibility studies began in
late 1974 and the project is fast approaching completion with the main trunk
line expected to be in place by mid-1979. It involwves the installation of
“a complete system to serve all of Bahrain's metropolitan areas, including
30 pumping stations and a treatment plant to recycle sewage into water for

agriculture .1/

v Some structural Bahrain problems in: The Financial Times, London,
Monday 3 April, 1978. Special Report on Bahrain.
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Chapter VIII
POREIGN TRADE
Introduction
[
262. While Bahrain's economy is strongly integrated in the international

market economy, its foreign trade reflects a differential and an imbalanced
geo-economic spread. This is due to under-development of the economy, lack
of correspondence between its supplies and exports, specialization im o0il
refining and exportation and dependence on manufactured goods, intermediate
commodities, consumer goods and foodstuffs. The country's geographic
location and its role in regional and international trade are other impertant

determinants of the geo-economic spread of its foreign trade.

263. Bahrain's foreign trade suffers from a structural deficit which
fluctuated between 1970 and 1978 and, at the end of this .eriod, multiplied
by more than four times. Considering the pon-o1y sector, the value of its
imports (CIF) and its balance of trade deficit have both multiplied by

five times over the period 1970 - 1978, inspite of an : -~ase of more than
six times in the value of export (FOB). Bahrain has boosted its non-oil
imports, especially since 1973, as well as its non-oil exports. As a result,

the leficit in non-oil balance followed a similar trend between 1973 and 1978.

264. The Bahrain trade balance showed a deficit of BD72.6 or US$137 million,

in 1977; exports amounted to BD730.1 million and imports to Bp802.7 million.

The Commodity Structure of Exports

265. lategration in intermational markets appears also in Bahrain's exports.
0il extraction and refining continue to dominate Bahraini total exports.

Price increases had reinforced the value of 0il exports in total exports. Tais

could be observed over the period 1976-1973 where mineral l'ueis, LUCricants
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and related minerals, including refined oil and Abu-Saafa exports, represented
more than 75 per cent of total uxports in 1976 ang almost 30 per cent in

1979.

266. Manufactured goods, including aluminium exports, represent a second
but far less important item irn Bahraini exports. In 1975, manufactured
exports represented 14 per cent of total exports, compared with less than

12 per cent in 1978. This indicates that the growth of manufactured exports

in value has not coped with the growth in the value of o0il and o0il products.

267. Machinery and transport equipment represent a third but very simple
item in the commodity exports. In 1976 they represented almost 5.3 per cent
of total exports, and only 4.1 per cent in 1978. Regarding exports valued
at slightly more than 3 per cent of total exports in 1976, and at about

2.2 per cent in 1978, will probably be more affected in future years by the
general development of the ports and trade infrastructures in the various

neighbouring Gulf States.

268. Food and livestock represent a minor item in commodity exports; even
if we add beverages and tobacco exports, they represent only 1.8 per cent of
the 1976 exports, and only slightly more than 1.2 per-cent in 1978. While
beverages and tobacco have marginally increased, food ard livestock exports

declined because of the increased consumption of food due to the population

growth of Bahrain.

0il Exports
269. 0il exports amounted to BD572.2 million, or to US$1,475.5 million

in 1977, while oil imports increased to BD3157.8 million, or to US$922 million.

Consequently, the 1977 oil revenue of Bahrain rose to BD1£0.7 million

(US$455.7 million), including revenues from ABU Saafa production.
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270. Trade deficit in 1977 was related to the non-oil trade deficit of
287 million due to the important public investments that had been undertaken,
chiefly in housing and electricity. Tiie deficit in the balance on current

accounts amounted to M49.2 million or US$126.83 million.

271. The o0il secter has positively and constantly contributed to the
country's foreign trade by reducing its global trade deficit. In fact,
Bahrain has to import crude oil in order to fully utilize its refining capacity.
Yet the almost tenfold increase in crude imports between 1970 and 1978 has
been compensated, though not entirely, in value of oil exports including
Abu-Saafa ocil. In 1978, the last year of the period considered, the ratio
of o0il exports to il imports became roughly 1.7 as compared with more than
2 per cent in 1970. In fact, the rise in the price of crude has affected
and will continue to affect the value of the country's crude imports, while,
at the same time, raising that of its oil exports. This is not the case in
the other oil-exporting countries in the CGulf, whose domestic consumption
and total refining capacity are below the quantity of their exiracted and
exported 0il. Since Bahrain's oil productici will continue to decline, one
may expect a narrowing of the gap between the value of crude oil exports and
imports. In the year 1979, crude oil imports totalled 476 million and
exports 772.5 million. The ratio was already 1.6 in 1979. Such a decline

in the ratio of exports to imports will consequently reduce the positive

role played by exports of refined oil in total foreign trade. This is shown

in table 60.




Table 60:

Summary of Foreign Trade

(In million Bahraini Dinars)

Olbl/

OILg/

NON - TOTAL OVERA LL
THADE
End of Period Import Export Balance Import Export}/ Import lixport] BALANCE
(C.I.F.) (F.0.8.) (Crude)
1970 80.1 25.2 ~ 59.9 7.6 78.5 1M7.7 103.7 -14.0
1971 109.1 30.1 - 179.0 39.0 97 .4 148.1 127.5 -20.6
1972 106.8 45.9 - 60.9 58.3 106.5 165.1 152.4 ~-12.7
1973 128.0 59.1 - 68.9 76.3 132.4 204.3 191.5 -12.4
1974 176.0 1.1 -104.3 ¢69.0 430.3 445.0 502.0 -57.0
1975 232.9 84.0 -148.9 240.9 391.8 473.8 475.8 - 2.0
1976 387.6 136.6 -251.0 272.2 463.7 659.8 600.3 =-59.5
1977 444.9 157.6 -287.3 357.8 S12.7 802.7 730.1 -12.6
1978 453.4 147.5 -305.9 338.8 585.5 792.2 733.0 -59.2
Source: State of Bahrain, Bahrain Monetary Agency, Statistical Bulletin; Vol. 5, No. 4 Bahrain,

December 1979, Bahrain Monetary Bulletin, Department of Economic Research and Statiastics, Table No.

l/ Statistics DIrectorate - Cabinet Affairs

g/ 0il Directorate - Ministry of Development and Industry

3/ Including Abu-Saafa

_9‘71-
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0il Revenues
272. The second largest oil refinery in the Middle East is located in

Bahrain. It is owned by Caltex. About 22.3 per cent of the input of the
refinery comes from the Bahrain field, and the rest from Saudi Arabia via

an underwater pipeline. The Bahrain field's input to the refinery has been
declining slowly but steadily, by a total of about 17 per cent between 1972
and 1977. Meanwhile the Saudi input has risen by over 21.4 per cent over

the same period. The input from Bakrain field is expected to continue to
decline, perhans at a somewhat accelerated rate, but input of crude from
Saudi Arabia will probably increase proportionately. Because of the blending
of Bagrain and Saudi crude in the refining, it may be convenient for balance
of payments purposes to consider the refinery as a non-resident activity,

and the Bahrain oil as exported when it reaches the refinery. Thus the various

. . . 1
types of govermment oil revenue and expenditures by Clatex as export receipts.-

273. 0il revenue accruing to the economy consists of six different

categories. These are:g/

1. Abu Saafa field which is now the largest scurce of oil revenue,
and whose proceeds are shared equally befween Saudi Arabia and
Bahrain;

2. revenues from the 60 per cent share in Bazhrain field. The
Covernment sells this crude to BAPCO at 93 per cent of the
posted price;

3. royalties from the remaining 40 per cent of the Bahrain field

which is owned by Caltex, amounting to 20 per cent of the posted

l/ More recemtly Saudl Arabla committed 1tseif to provide & further amount of
Saudi crude oil for the running of the refinery. This has already been
mentioned in a previous chapter on the oil refining industry.

2
‘/ WORLD BANK: "Bahrain Current Economic Position and Prospects", 28 June,
1978, Washington, Report No. 2058-BH, pp. 43-45.
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price on crude used to produce products for export, and 12.5
per cent on the crude used to manufacture products for the

domestic market ;

4. revenues from income tax on the 40 per cent owned by Caltex;

5. revenues amounting to 55 per cent of the netl profit of the
refinery imposed on products for both the export and the domestic
markets;

6. the local expenditures of BARCO.

274. Bahrain's major source of oil revenues is the Abu Saafa field. This
source is egtimated to have provided Bahrain in 1977 about ®B91.6 million
(%237 million), or about 45 per cent of total income from the oil sector.
This source has been growing rapidly and has more than ccmpensated for the
decline in production from the Bahrain field. According to the 1978 and 1979

budget projections, Abu Saafa revenues are expected o be lower in these two

years than in 1977, but this may simply reflect conservative budgeting. Crude
production in that field has fluctuated during the last five years. The second
most important source of revenue is the sale of crude from the 60 per cent
portion of the Bahrain field owned by the Government. After crude production
costs, this source is expected to yield about $124 miliiOn in 1978, or about

24 per cent of total oil revenues. The third important source is the 85 per
cent tax imposed on the net profit from the 40 per cent of the Bahrain field
stilled owned by Caltex. This is likely to be about 16 per cent of Bahrain's

1978 o0il receipts. The remaining oil revenues accrue from the 55 per cent tax

on the refinery's net profit and on the domestic sales of petrcleum product.
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275. The Government thinks about acquiring the remaining 40 per cent of
the Bahrain field, but since the present government receipts on this portion
is only about 60 US cents per ﬁarrel less than that frém Bahrain's own

share of the Bahrain field, the complete takeover of the field is not likely

to have much effect on 0il revenues.

276. There are obviously many imponderables in trying to forecast Bahrain's
0il revenues. The most uncertain factors are the performance of the Abu

Saafa field and changes, if any, in the posted price. The decline in Bahrain
production, now estimated at about 6.5 per cent a year, seems fairly certain
despite the continuing re-injection of natural gas. Future discoveries are not
regarded 2s likely, although one source suggested that more exploration off

the east coast wouii be warranted.

Other Exports

277. With diminishing oil receipts, the ability of Bahrain to generate
other exports, or to substitute domestic production for imports, is a matter
of great importance. Unfortunately, available statistics do not distinguish
between exports and re-exports originating in Bahrain, nor give any
indication of the value added in Bahrain which is exported. Port authorities
estimate re~exports at 25 per cent of the volume of imports. Since foreign
trade in alumina and aluminium is handled outside of the jurisdiction of the
port authorities, it may be necessgary to subtract 40 per cent of imports

from Australia,l/ the source of alumina for Bahrain, from total imports, and
also exports of aluminium from total exports when calculating the volume of
exports of goods of Bahraini origin. It would be very hazardous to draw any
conclusions from such a rough exercise as far as the yearly data are concermed.

It, nevertheless, appears that re—expcrts are declining as a percentage of

l/ Middle East Economic Digest, March 1978, p. 29 of supplement on Bahrain.
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total exports. Another source estimates that about half of exports (other
than oil and aluminium) consist of re-exports. On this basis exports of
goods of Bahraini origin (other than o0il and aluminium) seem to have
increased in real terms by over 13 per cent a year since 1972. The recent

evolution of the export of commodities is shown in tables 61 and 62.

Commodity Exports and Re—exports *o Arab Cournrtries

278. Saudi Arabia, the United Arab Emirates, Kuwait and Qatar are the
main importers frcm Bahrain. Textiles and clothings, mainly exported to
Saudi Arabia, constitute the first commodity in the exports and re-exports
from Bahrain. Cereals and cereal products, tcbacco and cigarettes are
second in importahce and electric machinery constitutes the third important
category, followed by intermediate and semi-finished products, narmely, iron

and steel.

279. While Bahrain is strongly intergrated into the West European,

Japanese and US markets, with its trade with the Par East soaring, its

foreign trade with the Arab countries is very limited. Arab countries range

far behind other partners in Bahraini imports (Saudi Arabia and Lebanon

ranged 16th and 17th in the list of exporters to Bahrain in 1974). On the

other hand, due to the value of their exports and re-exports to Bahrain, its '
neighbouring Arab Gulf countries were among the first nine importers from

Bahrain (Saudi Arabia was second, Dubai third, Kuwait fifth, Gatar eighth,

Abu Dhabi ninth in 1974).
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(In millions of

hraini Ainarc)
prainlasanansy

1
Composition of Non-0Oil Exports (f.o.b.)-/

Y Export ang re-exports, f.o.b.; exclude gold and silver.

Table 62:

Sxports by Commodities Classified According to SITC

(In millions of Bahraini dinars)

1972 1973 1974 1975 1976 1977
Food and live animals 6.5 7.6 1.9 4.9 8.2 8.4
Beverages and tobacco 0.9 1.3 1.5 1.9 2.6 2.4
Manufactures, classified chiefly
by mzterial 22.2  34.3 3.7 47.0 64.0 6€.4
Machinery and transport
equipment 6.0 4.3 8.7 13.1 3.1 44.2
Miscellaneous manufactured
“articles 9.0 9.5 M.7 15.1 22.9 32.1
Other 1.3 1.6 2.2 2.0 3.3 4.1
Total 45.9 59.1  71.7 34.0 136.6 157.6
Sources: Ministry of Finance and National Economy,and Statistical Bureau.

SITC Classification 1976 1977 1978
0 - Food and Livestock 8.2 8.5 6.1
1 - Beverages and Tobacco 2.6 2.4 2.8
2 - Crude and Inedible Materials Exc., Fuels 1.6 0.7 2.0
3 -~ Mineral quels, Lubricants and Related
Mineral s~/ 464.4  572.0  585.9
4 - Animal and Vegetablie 0ils and Fats C.1 - 0.1
5 - Chemicals 1.3 2.7 3.2
6 - Manufact27ed Goods Classified by
Material 64.0 66.4 85.4
7 - Machinery ard Transport Equipment 35.1 24.2 30.2
3 -~ Miscellaneous Manufaciured Articles 22.9 32.1 17.3
93 - Unclassified Groups and Actions 0.1 0.2 -
Source: Direciorate pf $tatistics; 0il Directorate; Ministry of Development and
Industry; Ba;raxn Monetary Agency. Quaterly Statistical Dulletin: Vol. 3,
No. 4, Bahrain Dec. 1979; Bahrain Monetary Bulletin, Dept, of Economic
Research and Statistics, Table No. 21.
L Includus Relined Cil Exports and Abu Saafa.

2/, Inciudes Aluminium Exports.
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The Commodity Structure of Imports

280. Bahrain's economy is strongly dependent on foreign market for its
supply. Its oil refinery is more a relay for the processing and exportation
of oil rather than a fully and locally fed plant. Consequently, the
refining sector is responsible for the imports of mineral fuels, lubricants
and related minerals including mainly crude oil, which constitute the main
item in the country's commodity imports. In 1979 this item representeqd
almost 40 per cent of total imports. Machinery and transport equipment
constitute a second major item in imports, with the value amounting to almost
half of the first category of imports. Bahrain's imports of manufactured
goods which include mainly alumina represent the third important import item,
and is valued at a little more than one eighth of total imports. COther
manufactured articles, grouped under Miscellaneous, accounted for a little
less than one twelfth of total imports. Food and Livestock represent a small
but significamt item of the commodity imports to which Beverages and Tobacco

could be added, amounting together to another twelfth of total imports.

281. Food imports rose considerably during the period 1970-1977. Accord-
ing to the US Department of Agriculture the value of these imports grew by
more than 194 per cent, rising from US$30.6 million iﬂ 1970 to US$30 million
in 1977 or at an average rate of 64.70 per cent per year during the period
considered (see tables 63, 64 and 65). The reasons for the increase in demand
are population growth and rising standards of living. Since agriculture has
limited potentialities, it seems to be certain that Bahrain's dependence c¢n

food imports will continue to increase.

282. Referring again to the imports of food and livestock during the years
1976 to 1978, forwarded by the Bahraini statistical authorities (according to

SITC), there has been 2 general growth in imports. Assuming that this trend

is structural and will, tharefore, be constant, 1t could be concluded that
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Table 63: Bahrain's Agricultural Imports, 1970-1977
(Million US Dollars; per cent)

1970 1975 1976 1977 Total percentage change, annual average
1970-1977 change

0.6 64.3 740 90.0 + 1940 + 64.7

Source: Department of Agriculture, Washington; Middle East Economic Digest,
Vol. 22, No. 30, 28 July, 1978.
the import of crude oil, transport equipment, intermediate products and
goods will continue to stimulate imports, relatedly with a
constant deficit in food and livestock. The movement of imports between

1976 ary 1978 is shown in the following table 65.

Table 64: Compostion of Non-0il Imports (c.i.f.)~
(In millions of Bahrain dinars)

1972 1973 1974 1975 1976 1977

Food and live animals 14.9 19.6 24.9 24.5 9.1 42.8
Beverages and tobacco 2.9 4.0 4.6 6.0 8.6 10.2
Chemicals 13.1 16.0 14.8 18.5 22.0 30.9
Manufactured goods classified

chiefly by material 26.7 29.2 43.1 57.C 96.1 106.3

Machinery and transport egquipment 30.5 3.1 52.5 386.0 155.6 161.0
Miscellaneous manufactured articles 15.7 18.4 23.5 33.0 49.6 76.3
Other categories 3.0 4.7 7.6 7.8 16.6 17.4
Total 106.8 128.0 176.0 232.9 2387.6 444.9

Source: Ministry of Finance and National Economy and Statiatical Bureau.

1/ Excludes gold and silver.
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Tavie 65: Imporis by Commodily According to SITC, 1976-1973

(In millions of Bahrain dinars)

Code Number 1976 1977 1978
0 - Pood and Livestock 39.4 42.9 51.2
1 - Beverages and Tobacco 8.6 10.2 10.9
2 - Crude and Inedible Materials Exc. Fucls 8.7 9.1 9.1
3 - Mineral EFyels, Lubricants and Related
Mineral 279.6 365.4 345.7
4 - Animal and Vegetable Oils and Pats 0.6 0.6 1.1
5 = Chemicals 21.5 30.9 39.0
6 - Manufactured Goods Classified by
Materia.ly 96.2 106.2 101.7
7 - Machinery and Transport Equipment 155.6 161.1 171.4
3 - Miscellaneous Manufactured Articles 49.6 76.3 61.8
9 - Unclassified Groups and Actions - - 0.3
Total 659.8 802.7 792.2

Source: Directorate of Statistics; O0il Directorate; Ministry of Development
and Industry; State of Bahrain, Bahrain Monetary Agency; Quaterly
Statistical Bulletin, Vol. 5, No. 4 Bzarain, December 1979; Bahrain
Monetary Bulletin, Department of Economic Research and Statistics,
Table No. 20.

l/ Includes Crude 0il Imports

y Includes Alumina Imports

Geographic Distribution of Foreign Trade

283. The Arab countries, mainly Saudi Arabia, followed to a much lesser

extent by the United Arab Emirates, Kuwait and Qatar, are the main importers
of non-oil products from Bahrain. In 1976 Bahrain's exports to Arab countries
represented some 62 per cent of total exports. However, the share of Arab
countries in total exports fell to around 42 per cent in 1978. Since Bahrain
has been mainly a re-exporting center, it is difficult to separate re-exports

from total exports. As Saudi Arabia has developed its own portr and increased

1ts direct imports, Bahrain's export to Saudi Arabia fell by more than
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200 per cent between 1976 and 1978 as shown in table 66. Although Bahrain
will continue to be a regional exporting centre, the development of ports
and other import infrastiuctures, mainly in Saudi Arabia and the United
Arab Emirates, could reduce the relative weight of re-exporting activity
in Bahrain's foreign trade. The lack of commodity classification of the
Bahraini exports to Arab cour’ries makes it difficult to project this
category of exports over the next decade, notwithstanding future changes in

the economic and import policies of these different countries.

284. Asian countries rank second in Bahrain‘'s exports and have aimost
doubled between 1976 and 1978, with their share in total Bahraini exports
riging from 20.9 to 53.4 per cent. Within the Asian group, Japan predominates,
followed by Iran and Taiwan. The new gas deals and increased crude sales is

likely to stimulate a stronger rise in Bahraini exports to Asia.

28s. The European countries rank third in Bahraini exports. Already
small, the value of these exports fell dramatically from 6.34 per cent to
less than 0.15 per cert. Considering the predominance of European exports

to Bahrain, the small and falling share of these countries in Bahraini exports
shows that the geographical spread of Bzhraini imports does not cope with
that of its exports. Although this phenomenon applies also to Arab countries
and, to a lesser extent, to Asian countries, the gap is too wide and striking
in the case of Bahrain's trade wi&h European countries. This could be
explained in terms of the strucutre of the Behrazini economy. The Emirate
imports substantial and increasing amounts of manufactured goods, transporta-—
tion equipment, cnnsumer goods and foodstuffs, but can export only limited
aluminium and oil products to these countries. Since the prospects for
significant increases in cil output are not very bright, and as the new gas
exports are mostly destinated to Japan, Baarain is not likely to improve its

dramatic trade deficit with Western Europe unless it suddenly decides to shift

its sources of supply to other groups of countries.
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Table 66: Exports Of Non-0il Products According to Country of Destination

{In millions of Bahraini Dinars)

Country 1976 1977 1978
Arab Countries 82,236 99,476 62,338
Kuwait 3,166 5,256 3,127
Saudi Arabia 63,219 80,511 31,9
Lebanon ' 34 83 5
United Arab Emirates 6,111 5,598 17,518
Qatar 2,885 3,559 1,572
Oman 138 144 189
Other 1,685 4,325 2,996
Asian Countries 40, 688 48,141 78,874
Japan 25,685 23,513 51,7718
Thailangd 109 363 -
Taiwan 2,044 3,159 5,036
China 7,246 6,073 4
Singapore 33 126 818
Pakistan 198 410 238
India 109 658 2, 345
Iran 5,157 14,020 13,672
Indonesia 35 49 157
Hong Kong 18 68 9
Other 1 15 4,449
- European Countries 8,658 2,840 218
Bel gium - 11 6
Denmark - - 4
West Germany 54 69 4
France 178 135 1
Sweden - - -
Netherlands v2,227 602 69
United Kingdom 4,241 262 114
Other 1,953 1,762 20

(continued)
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Table €6: Exports Of Non-Cil Products According to Country of Destination {cont.)

(In millions of Bahraini Dinars)

Country 1976 1977 1578
American Countries 2,464 3,644 613
United Sates of America 2,022 3,644 612
Canada - - 1
Other 440 - -
Ships Supplies 2,529 3,436 4,195
Aircrafts Supplies - 43 145
Total 136,604 157,602 147,545

Source: Directorate of Statistics; State of Bahrain; Bahrain Monetary
Agency, Quarterly Statistical Bulletin, Vol. 5, No. 4, Bahrain,

December 1979, Bahrain Monetary Bulletin, Department of economic
Research and Statistics, Table No. 23.

Table 67: Bahrain's Trade With Major Partners (1976)

(In millions of each country’s Currency)

Country Exports Imports Balance
United Kingdom (£) 89.6 30.1 59.5
France (FP) 139.1 8.0 131.1
West Cermany (DM) 156.0 29.8 126.2
Bel gium—Luxembourg ( francs) 331.0 91.8 239.2
India (rupees) 166,651.8 144,987.5 21,664.3
Pakistan (rupees) 173.0 137.0 36.0
Japan (yen) 32,212.3 67,777.0 =35,564.7
South Korea (8) 40.8 0.2 40.6
Singapore ($ Singapore) 70.6 240.4 -169.8
Thailand ( baht) 31.6 223.8 -192.2

Source: MEED? Annual Review, 31 December 1977.
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Geogravhical Distribution of Imports

286. Western Eurcpe has strongly reinfo-ced its predominant position in
Bahraini imports between 1974 and 1973. The share of the main West

European countries (EEC and Scandinavian countries) jumped from 23.1 per cent
of total imports in 1974 to 40.4 per cent in 1978. The United Kingdom and
West Germany were the main suppliers of these imports. The position of the
USA has substantially declined from 18.1 per cent of Bahrain's total imports
in 1974 to 11.8 per cegt in 1978. However, due to the commodity structure
.of these imports it may be assumed that this trend is unlikely to continue.
In the meantime, Japan has strengthened its position by raising iis share

of Bahraini imports from 13.2 per cent in 1974 to 14.4 per cemt in 1978.

The growth of Bahraini imports from other Asian countries seems to have lagged

behind the moderate increase in Japanese supplies to Bahrain (see table 68).

287. Australia has almost maintained its position bty providing 5.7 per cent
of Bahraini imports in 1974 and 5.6 per cent in 1978. Unless Bahrain moves

to another supplier for the feeding of its aluminium smelter, it is unlikely
that a significant shift in Australian-Bahrain: trade will occcur in future
years., Among Arab countries, the main suppliers of éqods and services

to Bahrain were Sauvdi Arabia'and Lebanon, and the zhares of these two
countries which are already etremely limited fell from 1.5 per cent for

Saudi Arabia and 1.4 per cent for Lebanon in 1974, to 1.0 per cent for the

former and 0.3 per cent for the latter in 1978,
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Table 68: Imports of Non-0il Products According to Country of Origin

(In thousand Baharaini Dinars)

Country : 1976 1977 1978
Arab Countries 20,064 17,682 25,302
Kuwait 3,641 2,343 4,097
Saudi Arabia 5,483 3,344 4,286
Lebanon 1,220 1,010 1,561
United Arab Emirates 7,445 8,586 10,120
Qatar 1,525 1,003 1,574
Asian Countries 137,666 163,776 146,412
Japan 53,737 68,944 65,260
China 15,205 24,591 8,138
Singapore 9,296 11,166 9,560
India 13,350 13,837 12,397
Hong Kong 7,278 10,231 9,036
South Korea 18,999 12,281 19,297
European Countries 148,637 180,844 197,914
West Germany 24,845 26,179 36,754
Prance 9,460 11,312 10,828
Italy 3,808 14,611 17,590
Netherlands 10, 590 9,969 9,333
United Kingdom 68, 369 87,036 90,182
Other 15,063 16,650 17,930
American Contries 59,500 56,489 55,766
United States of America 57,396 53,269 53,651
Oceanic Countries 20,726 24,503 26,907
Australia 19;911 22,989 25,592
Total 387,644 444,974 453,344

Source: Directorate of Statistics; State of Bahrain, Banrain Monetary
Agency, Quarterly Statistical Bulletin; Vol. 5 Wo. 4, Bahrain,
December 1979, Bzhrain Monetary Bulletin, Department of Economic
Research and Statistics, Table No. 22.
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Chapter IX

PROSPECTS FOR THE BAHRAINI INDUSTRY

GLOBAL ILLUSTRATIVE PROJECTIONS

Pro jections of Total Population

288. According tn Government sources, Bashrain population added up to

308,900 inhabitants in April 1978 and was expected to double prior to

January 1985. Thus, by 1985 the number of population will exceed

616,000 inhabitants reflecting an average compound rate of growth of 7 per

cent dquring this period.l/

289. If the population is to pursue its increase at the same rate over
the period 1985-1990, its total number will increase again by 35 per cent,
to 831,600 inhabitants by the year 1990. A further projection at the same
rate of population growth over the period 1990-2000 will produce an
additional 70 per cent increase, bringing the total population of the

country to some 1,413,000 inhabitants by the end of the century.

Prospects of Gross National Product for 1980, 1990 and 2000

290. Bahrain's Gross National Product at current market prices was
B133.0 million in 1973 and rose to 548.4 million in 1977. Taken at
constant 1977 market prices, the Bahraini GNP was valued at BE0412.7 million
in 1973 and BD548.4 million in 1977. This represents an increase of
Bp135.7 million over the period 1973-1977, or an average rate of growth of

8.22 per cent per year.

l/ This rate combines both the domestic growth rate and the rate pertaining

to immigration.
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21. If the assumption that Bahrain's GNP continued to grow over the
period 1977-1980 at the same rate that was achieved during the years 1973-
1977, GNP would then be likely to increase by almost BD180 million, or to
almost BD728 million in 1980. Pursuing the same trend, GNP may increase by
about 82 per cent over the 1980s, or to almost BD1,327 million in the year
1990. Assuming the same rate curing 1990s, GNP is likely to be in the

neighbourhood of B2,419 million in the year 2000.

Projections of Per Capita Product

292. According to Bahrain statistics Babrain had a total population of
308,900 inhabitants in 1977. At that time, according to the Worid Bank

estimates Bahrain's Gross National Product was BD543.4 million at constant
1977 market prices. This means that per capita product was about B1,77.3,

or sume $2,965 for the year 1977.

293. If it could be assumed that the Emirate's GNP continued to rise at
its previous 1973-1977 rrte of 8.22 per cent per year during the period
1977-1985, GNP will add up t¢ almost BD909 million in 1985, and on the basis
of the projected total population of 616,000, per capita income will amount
to nearly BD1,475. If the Bahraini economy and total population continued
to grow between 1985 and 2000 at the rates assumed above, per capita income
is likely to fall to almost BD938.5 by the year 2000 because the growth in

total population is assumed to be higher than that of GNP.

Three alternative scenarios

294. Several alternative scenarios are, however, envisageable, based on
different hypotheses for the growth of population and GNP:

The firgt scenario is bassd on a reverse trend vased on two hypotheses;
a) growth of population betwee. 1985-2000 resulting from a governmment decision
to dramatically stop immigration or from a dramatic fall in the growth of the

local population. From a realistic point of view, a -~eduction in the local
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rate of population growth due to smaller families and higher consumption
may_aécur at the beginning of the mid-eighties and stretch to the end of
the century, and b) GNP will pursue its growth at the same rate assumed

above, namely, 8.22 per cent per year.

295. The second scenario could be played by adopting the hypothesis that,
parallel to continuity in population growth, acceleration of growth in

GNP will take place, leading to a higher and more g ystematic upgrading of
resources, consolidation and further diversificavion of manufacturirg and
increased profitable services during the period 1985-2000. As a result,
growth in GNP will sustain the population growth by preserving and probably
boosting ﬁp the per capita income in the early 2000s. For this scenario

to be seriously considered, a strong move by Bahrain to reinforce manufac-
turing and to promote systematically schemes of sectoral planning and other

forms of economic co—ordination at the Gulf sub-regional level is required.

296. The third scenario combines the hypotheses of the two previous
scenarios, thus simultaneously implying moderation in the rate of growth of
population and multiplication of the GNP during the period 1985-2000.
Population growth is likely to slow down and probably to stagnate later
under the combined efforts of individualisaticn of social life, continuing
organization, increasing comsumption and the development of capital-intensive
industries in the Emirate. On the other hand, the extension of first-
processing industries and of oil-related infrastructural maintengnce activities,
as well as financial offshore banking, may all permit a consolidation and
even an acceleration of the rate of growth in GNP during the years 1985-2000.
As a result, per capita income may achieve an optimal performance and remain

even above its lewsl projected for 1935.
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297. This scenario would be an optimal one for Bahrain's economic
development. Precisely, it calls for a global and systematic regionalization
of Bahrain's industry and total economy. This may develop to be the country's

economic and political challenge in the next twenty years.

SECTORAL PROSPECTS FOR THE FUTURE

Agriculture and Fishing, 1980 and 1997

298. Increased efforts are made to consolidate agriculture and fishing
through specific capital spending, tax policy, training and other nolicy
measures. However, in spite of these efforts, the sector's gross product
declined from BD10.2 million in 1973 to BD9.4 million in 1977, or at an

P
annual average fall of 4.90 per cent, at constant 1977 market prices. This

devolution is due to limited agricuitural potentialities and steady population
growth; therefore, it is not unrealistic to assume constancy cf this trend
and to project the value of the agricultural and fishing gross product over
the current period 1977-1980. Cn the basis of this assumption, the sector's
gross product may fall vy 14.7 per cent during the three-year period, 1977~
1980, or to slightly more than BD8.0 million in 1980. Assuming that the
gector will develop by following the same trend over the present decade, its
gross product will fall by 4.) per cent per year, or by 49.0C per cent between
1980 and 1990. In this case, gross product in this sector may fall to

slightly more than BD3.9 million in 1990.

299. The conclusion which has to be drawn here is that unless Bahrain
succeeds in dramatically increasing its agricultural productivity and output,
it would have to face an even more grave agricultural and fishing deficit.

However, a slowdcwn of demographic growth may limit the dimension of the

_/' )
World 3ank esvimations.
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agricultural problem which will confront the Emirate and, sonsequently,
constitute a first alternative to those prospects. Another, more positive
alternative could well be a boosting of the gross fishing products, which

will probabiy be less prodlematic than the development of agricultural activity.

0il Extraction and Mining, 1980 and 1990

300. During the 1970s Bahrain faced the very serious problem of a steady
decline in the production of 0il and depletion of its available reserves.
Since the Emirate has been a small producer, the important price increases
which took place failed even to maintéin the real value of its oil gross
product. Thus, the gross product of oil fell from BD209.0 million in 1973 to
BD194.1 million in 1977, or at an average decline of more than 1.78 per cent

per year.l/

301, Assuming that this trend continued over the present period, 1977-1980,
the gross product of the oil and mining sector would have fallen by mearly
5.35 per cent, from B194.1 million in 1977 to aearly 191.2 million in 1980.
In fact, with the active current establiszhment of an associated~gas industiry,
it is expected that the gross product of tke o0il and mining sector will
increase through an extension of 1ts base into an all-hydrocarbons, crude oil
and mining sector. But it is not yet possible to build plausible data on the
new and growing product from associated gas. The accelerating alignment of
the gas price to that of crude oil reinforces the potential for the new gas

projects to sustain the sector's future product.

302. Looking at the ten years 1980-199C, two different hypotheses could
be adopted for the assessment of the prospects of this primary sector for the

1980s.

l/ Becauge inflation was soaring in the 1970s, gross product of current market
prices had actually risen considerably between 1973 and 1977. At constant
1870 pi'ices it actually fell as shown above.




-165_

301, 4 first hypothesis would imply continuation of the trend observed

in the period 1973-1977 and the extension of this trend over the most recent
years 1977-1980 and over the next decade. In this case, the product

generated in the oil and mining sector is likely to fall again at the same
annual rate of 1.78 per cent, or by more than BD34.0 million over the next ten
years to a new level of almost BD157.2 million in 1990. This fall
represents some 17.8 per cent below the assumed 1980 level, 23.1 per cent
below that of 1977 and 30.3 per cent below the initial base year of 1973.
This would mean that unless some qualitative and positive changes take place
.in this sector, its gross product might likely fall by nearly one third

between 1973 and 1990.

304. But another and not less plausible hypothesis would imply a
significant change in the secotr's gross product, due to the newly established
and rapidly growing associated gas industry. With the accelerating rise in
the production of gas and the alignment of its price to crude oil, it may be
justifiable to project stability inoutput in the short run in the early 1980s,

and an increase in the gross product of gas for the mid 1980s.

Redeployment of 0il and Gas in the 1980s

305. In recent years the Bmirate's domestic oil and mining sector has been
gradually achieving redeployment within the hydrocarbons sector. While 2il
supplies have been decreasing constantly, gas supplies have been increasing.
This is a continuing move which has important structural significance for

the near and distant future.

305. As gas production is quickly approaching that of crude oil, one may

expect two successive phases of development within the 01l and mining sector:
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Phase 1: Domestic crude oil reserves and output will cortinus to decline,
but further oil price increases will tend to compensate, totally
or to partially for the negative effects of the decline in oil
supplies. At the same time, natural gas supplies will increase
also, compensating partly for the decline in oil income. This )

phase may last from 1983 to 1985.

Phase 2: Domestic crude oil output will further decline, but oil prices
may not cope with the sesulting fall in revenue. Gas prices,
however, are expected to compensate entirely for the losses in
the crude oil branch, and even bring about the rise in total
revenues derivel from the sector which would allow total
revenues to exceed all previously attained levels. This may
take place between the middle and the end of the 1980s. At that
time, Bahrain's oil and mining sector will become largely based
on gas and mining.

It must be kept in mind that gas, like crude oil, is depletable.
Furthermore, since it is being systematically used in large
quantities to satisfy the country's own industrial and current
non-productive consumption, this raw matérial will be consumed

and depleted systematically and intemsively.

Manufacturing, 1980 and 1990

307. Manufacturing is a sector which had witnessed a sharp rise during the
years 1973-1977. This came as a combined result of simultaneous increases in
the gross product of oil refining, aluninium smelting and processing, flour
milling and other manufacturing activities. Taken as a whole, manufacturing

gross product had risen from BD48.6 million in 1973, at constant 1977 market
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prices, to B)115.1 million 1in 1977, or by i36.83 per cent. This represents l
an average growth of nearly 34.21 per cent per year. When looking at
different branches of the sector, it will be noticea that c¢il refining,
aluminium and other non-~identified manufacturing undertakings were the main
contributors to the shamp rise in the sector's global gross product. While
the increase achieved by oil refining is mainly attributed to oil prices, the '
other increases, mainly those of aluminium reflected a combined effect of

aluminium price improvements and a further upgrading of aluminium products.

308. If it could be assumed that the manufacturing sector's main branches

will achieve the same combined performance between 1977 and 1930 as that
which had been achieved in 1973-1977, the sector's gross product will rise
by 72.6 per cent, or by nearly BD83.60 million, from BD115.1 million in 1977
to about BD198.7 million in 1980. The manner in which the price trend of
both the 0il and aluminium products have developed during the last three
years seems to justify to a large extz=nt the hypothesis of continuity in

performance by manufacturing in Bahrain.

309. Furthermore, looking ahead over the years 1930-1990, and applying
the sane growth trend, one can forsee a total growth of 342.1 per cent over
the decade 1980-1990. This represents a use in ma.nufécturing gross product

from BD198.7 million in 1980 to more than BD679.7 million in 1990.

310. Assuming that GNP, at constant 1377 market prices, will increase over
the period 1980~1990 at an average of 3.22 per cent per year, it would be
cxpected that Bahrain will achieve by 1990 a GNP whose value, at constant

1977 prices, will be 32.2 per cent higher than its projected level of 1980, or
some 115 per cent higher than in 1977. This will add up to nearly Bp728.7
million in 1980 and to almost BD1,327.7 million in 1990. Consequently, the

r

ghare of manufacturing in GNP wi! represent more than 51 per cent. In

qualitative terms, this will mean that by that time the Bahrain econory would
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have been transformed into a largely manufacturing economy.

Bahrain's Apprehension of Local Industrialization

311, In spite of the abundant energy and feedstock made cheaply avzilable
for the hydrocarbon-based industries and in spite of the funds locally
available, or provided by the various Gulf governments, industrializaion has
not turned out to be a sufficiently convircing and encouraging experience.
This is the real reason behind the relative turnaway from the income
diversification strategy based on industrialization, a pghenomenon which

has been observed during the last three or four years, not only in Bahrain
but also in the rest of the Gulf states. Severe climate, unilateral
resources, shortage and inadeguacy of local labour and the high costs of
labour explain generally this discouraging decline of industrialization

and its role in preparing the post-oil era. Although Bahrain is more and
better equipped with its own important labour force than other Gulf states,
the Emiratess oil sector yields no significant profits, while wroduction
and reserves continue to decline. Furthermore, Western interests are
reluctant to bring in significant financial funds and to ensure marketing.
These two factors were particularly emphasized in May 1978 by the Bahraini

Minister of Development and Industry at a conference held in London.l/ In

a published report, the Minister said that, "It is no wonder that the
industries along the Gnlf have met and are meeting great difficulties. The
only two ajvantages -~ cheap energy and the availability of financial funds -
are eroded by the severe climate and the high cost of labour based on low
productivity. Plans were initiated either by bankers with little idea of

engineering, or by engineering firms with little idea of ma.rketing."g/

v "SHIRAWI Criticizes GUlf Industry Plans”, int Middle East Economic Digest
(MEED), Vol. 22, No. 21, London, 26 May, 1978.

-2/ A report published by the Bahrain-based GULf Weekly Mirror, cited in MEED,
26 May, 1930.
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Prospects for Industrial Branches

312. Three key variables zre likely to influence the development of the
different branches of industry in Bahrain during the current decade; these
variables are:
a) expansion and growth of the industries ¢f gathering and
exporting associated gas.l/
b) The expansion and growth of the aluminium and petrochemicals
downstream manufactures.
c) The multiplication and diversification of industrial under-

takings, downstream to ship repairing.

313, Variables b and ¢ will sustain a gradual and increasing move
downstream of the industrial processing industries, thereby, embracing new
and more upgrading processing sequences snd slightly extending the degree

of integration of the whole iadustrial sector. This will inevitably increase

the share of these industries in total industrial labour employed.

314. Due to the failure to obtain information from ALUMINIUM BAHRAIN about
its expansion programme for the forthcoming years, and because of the
difficulties involved in assessing the various investhents it would be
difficult to percieve soundly the progpects of these industrial undertakings,

particularly in the case of Bahrain, for the coming years in the current decade.

315. Projection ¢f the recent rate of global growth in industrial output,
particularly in manufacturing, assumes a certain constancy and ignores
differential and changing increases in the various branches. Such a method

reveals to be inconsigtent and misleading, though often used in similar

v While this variable will sugtain the share of the primary hydrocarbons
industries ig the Gross National Product, its capital intensity will not
2llow a corresponding growth of their share in industrial employment.




& on invesimeni in the various branches
and prospects over the future periods, as explicitely expressed by decision-
mzakers, may allow consistent and, therefore, relevant assessment of the
prospects. The author of a Ph.D. dissertation attempted to analyse
industrialization and economic development in Bahrain by using an input-
output method through which a parallel between growth in industry and in
import trade was highlighted.l/ The main conclusion drawn is that the
industrial sector, composed mainly of large units of production, has
extremely limited forward and backward linkages with the other sectors of
‘Bahrain's economy. Therefore, he suggested that the country gives strategic
priority to the establishment and development of new backward and forward-
linking industries. The other components of a strategy for industrialization
included the following:

1) To set up a specializoed industrial body.

2) To elaborate, implement and follow-up on an integrated industriain
programme aimed at providing the industrial sector with the basic
forward and backward projects.

3) To provide, through the State, promotional and protective
facilities to susgtain privaie industry.

4) To adopt a Gulf-wide scheme of co-ordination as a 4- :rmining
framework and a dynamic point of entry to industrialization.

5) To adopt a2 sub-regioral scheme of sectoral planning for such
industries as the aluminium and steel., Such a scheme needs
participation of the Gulf States in joint ventures and the
sharing of the different and integrated sequences of these

industries.

/

Y AL~MANA'I, Jassem: "Industrial Development in Bahrain", a doctorate
dissertation, Paris 1979, La Sorbonne University; DEBBAS, G.: "Input-
Output Table: Industrial Planning", Bahrain, March 1973, Ministry of
Finance and National Economy ( report prepared and submitted in 1971
to Bahraini authorities).
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316. Contrary to its oil-rich neighbours, Bahrain does not allow for
surplus revenues, and this could be looked at as a constraint to

indugtrialization. In fact, this contraint has increasingly turned out to

become a stimulus and 2n argument for entering into bilateral joint ventures
or for promoting regional multilateral industrial projects. Simultaneously,
the other Gulf states are attracted by the financial exemptions and other
advantages granted for investments in Bahrain. Those states also appreciate
the high level of skilled labour available in Bahrain and of Bahrain's
statisfactorily developed infrastructure. Industrialization undertaken at
the country level is handicapped by the Emirate's gtructural constraints,
namely, limited skilled and skilled labour, problems with immigrant labour,
difficult accumulation of o0il and gas, narrow market. Meanwhile, region-wide
industrialization located in Bahrain is increasing, and the Emirate's
neighbours, who possess larger quantities of oil and gas and, therefore, have
the capacity to create capital surpluses, are indeed anxious to benefit from
Bahrain's privileging financial regulations and from its underpriced gas
through participation in joint ventures and through the co-~financing of
different projects. For example, Kuwait had provided Bahrain's aluminium
project with the necessary funds for the construction of its factories and
facilities. At present, Kuwait is establishing a petrochemical venture jointly
with Bahrain, and has recently offered a credit of €.2 million Kuwaiti dinars
through its Kuwait Fund for Arab Economic Development (XFAED) for the
purpose of establishing a new industrial zone in Bahrain. This Kuwaiti credit
covers 49 per cent of the project's total cost, and it is granted for a period

of 17 years. The interest rate is only 3.5 per cent.l/

v AL-IQTISADI Al-Kuwaiti (Kuwaiti Economist, No. 196, April 1980, Kuwait
Chamber of Commerce and Industry.)
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Prospects of the Aluminium Industry for the Present Decade

7. By starting the first aluminium smelting and manufacturing in the
Gulf area, Bahrain definitely seized a time advantage, of which it i=
already and increasingly benefiting. At the same time, the Bahrain aluminium
industry which was launched as a foreign—dominated multinational venture has
turned into a locally-dominated regional industry. Rather than setting its
own aluminium smelter and competing with the young but already operating
Bahraini industry, Saudi Arabia preferred to substitute for the foreign
_interests which withdrew from the ALBA joint venture, thereby changihg it
into a mainly bilateral company with regional features and prospects.
Recently, a decision was made to increase the present production capacity of
the ALBA smelter of 125,000 tons per year by 45,00C tons per year; at the
same time Saudi Arabia {an equity holder in ALBA capital) suspended its

initial project of establishing an aluminium plant in Saudi Arabia.l/

318. Behind the US producers' foreign expansion plans there is concern
about the rapidly rising energy costs and the future availability of electric
power in the United States. Smelting of aluminium, as is well known
requires more electricity than any other industrial process. Producers must
control these costs in order to remain competitive with steel, plastics and
other possible aluminium subsgtitutes. The average cost of energy required

to make a pound of aluminium jumped by 56 per cent since 1978, to 13.4
cents,g/ compared with 4 to 7 cents per pound in Brazil and Australia,
respectively. The same source said that costs in the United States could

reach 20 cents per pound by 1983. This illusirates the economic advantage

31/ "Aluminium: Bahrein Augmentra sa capaciteé de production", in: Journal
les Echos, Paris, 4 juin 1930.

2/ "In Planning for a Decade of Expansion, US Aluminium Producers Turn Abroad",
The International Herald Tribune, 11 June, 1930.




which 1s expected trengihen in the case of Aluminium Bahrain. Taking
into account the export-orientation of the Bahrair. aluminium industry, its
prospects “or the future will be largely determined by the emerging strategy

of the world aluminium producers and by the level of growth in demand

throughout the decade.

319. In the 1970s the intermational aluminium industry refrained from
increasing production capacity on account of the depressed price of the
metal. Tn the case of Bahrain, the US and other multinational corporations
which entered ALBA's joint venture reacted to the price depression by with-
drawing from their Bahraini venture. However, in the past year or so,
aluminium prices have risen sharply, as already indicated, particularly in
Europe and the Far East. As a result, ALBA's position has sensitively improved
to the advantage of Bahrain and its new partner, Saudi Arabia. Withdrawal

of the multinationals from Bahrain could be part of their new strategy which
z2ims at spreading their manufacturing activities to other, bvetter selected
and more profitable countries of continental scale and abundance of bauxite
and coal reserves, like Australia and to other countries which possess
abundant and cheap energy and an immense domestic market, lire Brazil. In
fact, one US company is considering the establishment of joint venture
facility involving US$600 million in Australia because of that country's
abundant supplies of inexpensive coal, natural gas and aluminium ore, and
tecause of political stability. Another US company recently announced plans
for a large smelter in the Amazon river valley in northern Brazil, and a
third company is planning to establish a joint venture with the Philippine
Government involving the building of a 154,000 tons-a-year smelter. A
substantial share of the new aluminium-making capacity planned by US aluminium
producers will be built outside the United States. Y is obvious that a
spread of smelters in Australia could cause serious concern for the Aluminium
Bahrain (ALBA) associates. A further marketing research is needed in order

to test the validity and extent ¢4 such fears.







||"| .0 = uu|2s

1Ks}

“m .| e
- &
f)

I flis e

MICROE OFy BE LT bl




- 174 -

320. The intermational aluminium industry sees bright prospects for its
products. US demand for aluminium is expected tc rise by 4 to 5 per cent
annually through most of this decade, which is mainly due to increased use

in lighter cars and in packaging and construction. This applies also to

West Burope and Japan. This strong growing trend opens good business
horizons for the aluminium industry in Bahrain and justifies the latter's very
recent decision to increase its plant production capacity by 45,000 tons a

year.

_321. The US and other aluminium producers have announced only slight
expansions in their domestic facilities and may even close some plants.

The slow pace of domestic expansion means that producers in the US, West
Burope and Japan may have to import the metal from their foreign smelters.

It was estimated that by 1990 about one fourth of US consumption may have to be

met by imports.l/

333, To the extent that Bahrain has no aluminium ore but is relatively
rich in gas, Bahrain appears to be in a less advantageous position than
Australia, a country with abundant supplies of inexpensive coal, iron ore and
natural gas. It follows that the low pricing of domestic gas is the very
condition for Aluminium Bahrain to make profits. Thié goes against an
economic upgrading and use of local supplies of gas which, in the final
analysis, are limited and depletable. Howev2r, the accelerating rectification
of the gas price and its alignment to that of crude oil will increasingly
re-establish the economic justifi~ation and commercial profitability of the

aluminium industry in Bahrain over the coming years of this decade.

Y This egtimate was made by Robin ADAMS, a metals and minerals economist at
Chase Econometrics in TheInternational Herald Tribune, 11 June, 1980.
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Arguments for and against Bahrain's Aluminium Industry

334. In order to weigh the advantages limitations of the aluminium
industry already set up in Bahrain, and to appraise its relationships to
both the Emirate's oil-substituting long-term strategy and to the regional
and sub-regional prospects for industrial complementarity and economic
integration, the following criteria should be referred to:

a) The degree of vertical, or self-integration;

b) The pattern of geo—economic distribution and integration.

335, Vertical or self-integration implies the co-existence of all the
subsequent and technologically interrelated stages of the aluminium-based
production, distribution, consumption and reproduction. Looking at
Bahrain's aluminium industry, it can see that it presents a frugmentary
pattern of manufacturing, since it is limited to the second-stage processing
(refining of imported aluminium) and to extrusion, powder and cable

manufacturing.

336. The first upstream sequences of the bauxite extractinn and primary
transformation (into alumina) are absent, since the two stages are located in
Australia. As to the two last downstream sequences, i.e., distribution and
marketing, these are also ahsent and located in Japan and West Europe. This
fragmentary production pattern implies that the pricing system of the bauxite
ore, the alumina, as well as the pricing of end products are not controllable
by Bahrain. Consequently, this uncertainty in the supply of feedstock and
their prices and in the sale and pricing of the products does not insure
Bahrain's legitimate expectations regarding the upgrading of its gas
resources and the generation of new sources of income. An adequate solution
to the problem of maximizing profits derived from manufacturing undertakings

must, therefore, be Jound. But the Bahraini economy is faced with structural
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constraints whose golution should rather be closely examined, possibly
through an alternative combination of revised and complete vertical
integration and a pattern of regional integration. An apparently sound
opportunity which would reinforce the aluminium industry in the Guif

States is likely to materialize in the near future. The Gulf Organization
whose objection is to promote industrial co-operation and integration among
the states of the area, is lotbying for a Gulf joint-venture for the
transformation of aluminium. Its capital is evaluated at BDM million,

and its capacity at roughly 40,000 tons of aluminium products.l/

337. Geo—economic integration refers to the manufacture, distribution
and spread of the different subsequent components of the whole aluminium~
based products. FPFrom this angle, the aluminium industry in Bahrain is
stretched upstream to its supply source in Australia, and is integrated
downstream with markets in both Japan and West Europe. This is a classical
case of North-South vertical relationship which excludes intra-regional or
inter-regional ties within an alternative frame South- South compiementarity
and integraticn. Concretely, the aluminium industry of Bahrain could gain
by seeking simult{aneously an alternative and larger vertical integration

as well as an alternative supply of raw materials and—products and economic
integration within the frame of the Arab region and by extension of this

integration to the African and Asian regions.

338. Provided that an adequaie strategy which aims at achieving these
goals is set with subsequent financial, investing and marketing peclicies

and measureg, the two objectives, namely, a higher level of vartical

integration and closer integration at the regional and/or inter-regional

levels are indeed reconciliable, if not necessarily inter-related and inter-

1 . . .
v Al-Iqtissadi Al-Kuwaiti, vol. 1980, No. 193, Kuwait, June 1980, Kuwait
Chamber for Trade and Industry, p. 72, in Arabic.
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actioned. Such a new perspective, could be of benefit as much to Bahrain's
economic future as to the further promotion of sectoral planning and to
large-scale consumptinon of manufacturing in the Arab world as well as to
financial, irndustrizl and commercial co-—operation and comrplementarity with

the African and Asian countries.

Prospects for the Petrochemicals Industry

339. Due to the limitations in energy resources and to construction of

large energy consuming plants in the region, the Government does not intend
to establish very large petrochemical or energy-based industries on the
izland. However, there is considerable potential for expansion of medium
and sgall-scale maznufacturing. The out-put of the extrusion plant, for
example, could be used for high quality production f doors, windows and

the like, and for buildings throughout the Gulf. Tiruck bodies are another
important use for aluminium. The causeway to Saudi Arabia will link 3ahrain
with all the Gulf countries as well as with Europe. Truck chassis could

be imported and equipped with Bahrain-built bodies. The United Arab
Emirates now has this work done in Lebanon. Electrical fittings are

other categories which should be investigated.l/

Joint Petrochemicals Venture with Kuwait

140, A joint Kuwaiti-Bahraini petrochemicals company was established
in Bahrain in 1979. Its capital amounted to BD140 million, or some

UsS$372 million.

341, Saudi Aratia, Bahrain and Kuwait have agreed to establish a company

for the production of methanol and ammornia with a capital of BD60 million.

Y WORLD BANK: "Bahrain Current Economic Position and Prospects", 23 June,
1973, Washington, Report No. 2053-BH, p. 16.
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This petrochemicals complex is expected to recuire an investment of

8400 million and will have a capacity of 1,000 ton each of ammonia and
methanol per day when it goes on stream by the end of 1983. The agreement
for the venture was signed in Manama, Bahrain, early in June 1930 by the
Saudi Minister of Industry ané Electricity, the Bahrain Minister of
Developmen: and Industry and the Kuwaiti 0il Minixster. The three countries

will owr the venture equally.l/

Sutregional Muitilzteral Co-operation

342. Due to the limited and declining supplies of crude oil and
asgociated gas, the limited domestic market and other existing bottlenecks
and problems, Bahrain has been reluctant to develop its own petrochemical
industry. Saudi Arabia and Kuwait, two neighbouring countries with "oil
surpluses” and established and new petrochemicals projects, have chosen
to participate with Bahrain in a t=ilateral joint venture to manufacture
ammonia and methanoi, two basic petrochemicals. Thus, at the end of May
1980, Saudi Arabia, Kuwait and Bzhrain signed an accord by which they
created the Gulf Petrochemical Industries, a joint complex designed to
produce ammonia and methanol in Bahrain. The capital of this complex was
fixed at BD6O million, or some US8160 million, to be equally shared by the
Bahrain Nationazl 0il Company ( BANOCO), the Kuwaiti Petrochemicals Industries
Company (PIC), and the Saudi Basic Industries Corporations (SaBIC). This
complex is to have a capacity of 1,000 tons per day of ammonia and 1,000
tons per day of methanol. The global cost ~f the project is estimated at

USS400 million, and the putting on stream of the project is scheduled for
1983.%/

v Saudi Economic Survey, Jeddah, 4 June 1930, Vol. XIV, No. 663, p. 6.

Y "I'Arabie Séoudite, le Koweit et Bahrein créent une soclété commune pour
le congtructicn dtun complex pétrochimique 4 Bahrein", Vol. XII, No. 270,
in: Le Pétrole et le Gaz Arabes, Parisz, 16 juin 199C, p. 14.

1
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343, From the point of view of the international division of labour and
industrial specialization, Bahrain will thus extend its firsi-processing

hydrocarbon industries; this will mean a consolidation of the growth in

manufacturing, and the consequent reduction in the relative weight of the
0oil and mining sector in the national economy. However, ammonia and
methanol are only basic petrochemicals, and their future manufacture in
Bahrain will not neither imply depth in the development of the manufacturing
sector nor an optimal upgrading of the hydrocarbon raw material. On the
other hand, this new multilateral petrochemical venture illustrates
reinforcement of a new trend in industrial co-ordination and, to some extent,
of gectoral planning at the level of the Gulf area, in a rather pragmatic
and gradual way. However, such a development can only become possible if
such multilateral projects within the gulf area are competitive in their
proguction capacities and the range of these products exceed those of

gimilar projects in individual countries.

345. Arcund the mid 1930s, several pe‘rochemicals projects wnich are
being almost simultaneously developed will be accomplished and put on stream
in different Arab states in the Gulf, These projects will produce mainly
ethylane and ethylene derivatives, as well as methanol. A4lmost all these
projects are country projects, aimed at manufacturing similar and, therefore,
potentially competitive products, and will be export-oriented (except

in the case of Iraq) with their products destined to the same export-markets

of Asia, Europe and, to a legser extent, the United States of America.

346. Unless the Arab states involved in the new petrochemical construc-
tion adopt a common strategy to co-crdinate their marketing plans and
programmes, tneir respective national projects may facs difficulties at
their very beginnings. This applies also %o the new trilzteral jount

ammonia znd methanol venture pianned by Saudi Arabia, Kuwait and Bahrain.
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It would, therefore, be advisable if Bahrazin endeavours to work jointly
with other states in the Gulf for the adoption of a scheme for sectural
plamning in order to co-ordinate both production and marketing of

petrochemical output produced in the Gulf in the future.

Joint Steel Venture in Bahrain

M47. The Arab Ship Repairing Yard ( ASRY) turned out to become a
stimulus for increasing joint projects in the Gulf. Thus, Saudi Arabia
entered into the Aluminium Bahrain joint venture following the withdrawal
of some multinztional interests from the aluminium complex. More recently,
a number of public authorities and private enterprises inwvolve« in iron
and steel making and in industrial investment, in general, examined at a
meeting in Al-Manama, Bahrain's capital, a pre-feasibility study for a
giant steel project for iron-ore refining and steel making in Bahrain. The
project is supported by the Bashrain Government, which selected a special
gite for the project, and agreed to promote it by supplying it with
natural gas at low prices. According to the study, the project will have a
capacity of four tons per year-l/ Since aluminium refining is already
established in Bahrain and since the feasibility and profitability of gas-
based steel making are good, it is believed that the.materia.lization of

this steel project in Bahrain is predictable.

348, tnother important factor which may favour the erection of this
prcject is that Long Distance Crude Carriers (LDCCs) arrive empty in
Bahrain, and, mora genrally, in the Gulf area, go then to ASRY for servicing

(repair and maintenance), and are afierwards loaded with crude oil. These

INCCs would gain by bringing iron scrap and ore into Bahrain.

v Al-Igqtissadi Al-Kuwaiti (The Kuwaiti Economist), No. 196, Kuwait, April
1980, Kuwait Chamber of Commerce and Industry, in Arabic.
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349. The Bahraini Government had in ihe eariy autumn of 1379 approved
the establishment of a private steel factory. With a capital of BD1.5 to
2.0 million and a plant capacity of 25,000 tons per year. This plant
will use scrap. Bahrain imports some 35,000 tons of steel per year (1978
estimations). The locally produced steel is expecied to undercut the

price of imported steel by 20 per cent l/

Immediate Challenges and Prospects for the Repairing Shipyard

350. Decision makers in various Arab States in *he Gulf do not always
displa—- policies leading to higher levels of co-ordination and integratior
as a means of countering the risk of competition inherent in the similarities

in natural resources andg economic structures in their countries.

351. In the case of ship repairing, the Organisation of Arab Petroleum
Exporting Countries (OAPEC) entered - togethér with Bahrain - into multi-
lateral venture for tanker maintenance and ghip repairing, namely, the

Areb Ship Repairing Yard (ASRY). However, the neighbouring Emirate of
Dubai and member of the Federation of United Arab Emirates decided to
establish its own ship repairing facilities ( jeintly with foreigr partners),
and is presently establishing a three—dock installation at Port Rashid,
'Dubai. This shipyard, which is a2lmost combleted, has space for a one-

million-ton VICC ang two 500,000-ton VICCs in its three docks.

352, Since there may not be enough linkages between both shipyards, a
strong competition may arise between them which is bound to adversely affect

the short-term profitability of both.

353, Bahrain did not succeed in delivering a co-ordinated plan for a

joint-venture shipyard to include also Dubai, its immediate neighbour and

Y Middle East Economic Digest (MEED), Vol. 22, No. 40, London, 6 October 1978.
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competitor. Nonetheless, some co-ordination and joint scheduling of the
two shipyards will clearly be necessa:y in the future. This may serve as
an example, that although it may be difficult to start a regional joint
enterprise, the emergence of competitive ccuntry-scale enterprises should

become a stimulus for their joint management and dynamic integration.

Proposals for a Trade Strategy for the Year 2000

354. Arab governments in the Gulf area have displayed increasing
interest in setting up and extending Gulf-wide schemes of co-operation in

the commercial, agricultural, industrial and banking fields.

355. Both Iraq and Saudi Arabia have much larger and diversifie
economies than Bahrzin and other Gulf States. These two countries are in
a position to extend their lecal marketing potentialities for the newly
implemented industries in Bahrain and its small neighbouring Gulf Emirates.
Since Saudi Arabia is already an associate of Bahrain in The Aluminium
Bahrain Company (ALBA), the Emirate will, expectedly, encounter no
difficulty in selling increasing amounts of its products in a well-absorbed

market like that of Saudi Arabia.

356. On the other hand, at the beginning of Juné 1989, the Joint Iragi-
Bahraini Conmittee adopted recommendations for a total exemption from
customs duties for tue two couviitries' products and for the utilization by
Irac of part of the deloading and storing overcapacity of Mina Salman Port

and the Storage Zone in Setra Island in Bahrain.l/ Furthermore, Iraq

expressed its will to raise the level of its imports of aluminium from
Bahrain. Due to the boom that is taking place in Irag in construction and
Industry, Bahrain aluminium products is likely to find a new and expanding

outlet in that neighbouring country provided that Irag continues to pursue

V' wConclusion of the Joint Committee for Economic Co—operation with Bahrain",
in: Al-Thawrah Daily, Baghdad, 4 June 1930, in Arabic.
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its present Gulf-oriented strategy.

357. It i1s believed that it would be advantageous for Bahrain to adopt

and carry out over the next ten years, 1980-1290, a trads strategy that is

indispensibly sustzained by and related to industrialization and to further

downstream involvement in the industrial field. The aims of such a

strategy include:

a)

c)

d)

Achievement of a significant qualitative shift in the commodity structure

both of exports and imports. This shift should be achieved by the year

1990 and pursuved until 2000, comprising ecuipment and food imports,
hydrocarbons, z2luminium and petrochemicals exports, as well as
services.

Reduction in the trade deficit of Bahrain. The Emirate's trade deficit

with its main partners, namely, the United Kingdom, the other ZEC
countries 2nd Japan is to be simultaneously reducei.

Realization of 2 net increase in Bahrain's export trzaée. The added

=alue of Banrazini exports of oil and other commodities should be
increaced. This would mean a major increase in the Emirate's exports
to its major partner, tne United Kirgdom, and to its other main suppliers.

Increase in the future share of Arab countries in both Zahrain's exports

and imports. An appreciable increase in trade with the Arab countries
ghould be achieved ©y the year 1990 1in order to sirengthen integration
of Bahrain's industry and ecoriomy with those of other Arab countries

and that this trend should be pursued until the year 2000.







