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srosaay of* the study

Bahrain ia a very small country; it has an area of only 622 square 

kilometers, and its  population is also very limited about 34-0,000 in 1978.

Its  economy is  characterized by rather few resources, basically o il 

and gas, but reserves of these resources are rapidly decreasing ufter 

several decades of systematic extraction of crude o il and active 

utilization of gas. Agriculture and fishing represent a m all ar»d 

gradually declining sector, while food importation is  steadily growing, 

thus aggravating Bahrain's dependence on the outside world.

The country achieved substantial results in school enrolment and in 

education. There is  a substantial labour force, but further industrial 

training is  required. Limited resources and hxgh consumption are the 

two main factors which impede the accumulation and investment on develop­

ment .

Industry has been initiated by the multinational o il corporations 

which, in 1936, established a giant o il refinery. Quite recently, 

multinational aluminium corporations entered a joint-venture project 

together with the Bahraini Government and acquired a majority share in 

i t .  A few year? ¡.ater, due t «  price depression and other conjunctural 

d ifficu lties  in the aluminium business, most of these multinational corpora­

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 w ill be produced more profitably. These multi­

national and other corporations sold back their majority shares in the project 

to the Bahraini Government, Therefore, the Government had to buy the major part
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of these shares, thus increasing its  own equity and becoming the main 

shareholder. The Saudi Arabian state—owned company SJLBIC bought the 

other part, rougily one fifth  o f the total number of shares. Although 

US Kaiser Aluminium, one of the multinational corporations involved, 

stayed as an associate within the ALBA project, foreign partnership 

failed to la s t . The ALBA project has now developed into an almost bi­

lateral (Bahraini-Saudi) one, controlled mainly try the Bahraini Government. 

Thus, the Aluminium Bahrain joint venture, one of the firs t  cases of 

international redeployment o f new industrial projects in developing 

countries with o il  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 that venturing jo intly  with multinational corporations which is  

sustaining the development of manufacturing m 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 Saudi 

project for setting up an aluminium smelter in Jubail (Saudi A rabia ). 

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 o il-re fin in g  sector, the Etairate has had a similar experience. The 

decline in o il supplies can be related to gradual abandonment by the multi­

national o il corporations which have been exploiting the Bahrain refinery  

since 1936. In order to run the.refinery, which had been 3et up 25 years 

before Bahrain became a sovereign and independent state, the Government 

had always been relying on substantial crude o il supplies from Saudi Arabia, 

and has now to seek more Saudi crude to provide its  own share of feedstock
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for the refinery. The latter, a fter having become a joint venture, w ill 

be to ta lly  abandoned by the two o il multinationals and le ft  to their 

associate, the 3ahraini Government. Under the Concession Regime, constant 

and increasing supply o f Saudi Arabian crude for Bahrain's o il refinery  

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

nationals which supplied Saudi crude. Later, Saudi Arabia’ s takeover of 

a majori j  share id the crude sector in Saudi Arabia was followed by the 

takeover o f the Bahraini Government o f a majority share in its  domestic 

refining sector. Thus, the survival o f  the latter is  becoming even 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 

fa c ilit ie s  related to o il  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 riva lry  and competition which is  likely  to emerge whenever 

subregional coordination and sectoral planning are not synchronized.

The future of the industry and of the whole economy of Bahrain seems to 

depend increasingly, for the next deeade and beyond, on the way and the 

rhythm of their articulation in relation to developments that w ill take 

place in the Gulf and in other Arab countries. Such an articulation w ill 

materialize through a number of new options and policies, such as: 1

1. Domestic options and policies

a) institutional measures aimed at establishing a national central 

planning body;
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b; ciobal and. sectoral planning fo r  the adoption o f  long,

mid-medium and short-term development strategies and plans 

which comprise agriculture and fishing, mining and downstream 

manufacturing as well as infrastructures and servie *s. The 

objective of the development of manufacturing is  to establish 

forward and backward linking industries, while improving 

productivity and production;

c) adaptation of consumption to domestic production through a 

long-term strategy and subsequent medium and short-term policies 

hy reducing the share o f non-basic consumer goods and 

increasing the loca lly  produced goods;

d) intensification of the training programmes to cope with the 

industrial and infrastructural development plans;

e) 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;

f )  a strategy designed to reduce the trade defic it with the main

suppliers of the Emirate. In th is respect, it may be 

appropriate to eleborate ? long-term strategy and adc .es

to promote manufactures and link its  own exportation to the 

country's main suppliers -  the United Kingdom, Japan and South

East Asia. This w ill necessarily mean a re-orientation of

trade towards the Gulf and other Arab countries, resulting 

from che dynamic development of sectoral programming and 

integration of industrialization in the Arab region.
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2. Regional options and policies

a) reinforcement and implementation of Gulf-wide and inter-Arab 

schemes for industrialization and for the development of 

infrast ruct ure;

b) adoption and application o f sectoral programming for the gas- 

based industries and hydrocarbon-related infrastructure;-, both 

at the level o f the Gulf area at the Arab level;

c) adoption and implementation o f trade and investment schemes 

designed to sustain the two previous objectives.

To conclude, it  must he 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 a l l  Em'rates facing o il depletion in the future, and above a l l  for

Bahrain.



Chapter I

GENERAL PRESENTATION AND POPULATION

Setting

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

of approximately 35 snail low-lying islands located o ff  the coast of the 

Arabian Peninsula about midway along the Gulf. The total area of the 

state is  62? square kilometers, o f which Bahrain Island is  563 kilometers. 

Kanawa, the capital, is  situated at the northeast coast of Bahrain 

Island, and is  connected by causeways to Ituharraq and oitra Islands. 

Kuharraq Island, in turn, is  linked by causeway to the new Arab Ship­

building and Repair lard. Other islands include Nabih SaliL, Jidda,

Urn an Hasan, and the Hawar group, to the southeast near Qatar^

Population Growth^

2. Modern growth»- Bahrain was redeveloped as an important trading 

and pearl-fishing center following it s  liberation by A1-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 liv ing 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 sad 1978.

1/ State of Bahrain, Ministry of State for Cabinet A ffa irs , Directorate of 
Statistics: 'The Population of Bahrain, Trends end Prospects', p. 3.

^  ib id ., p. 6.
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3. Tabic 1 describes the change in number and percentage of Bahrainis 

and foreigners in Bahrain from January 19A1 to January 1978. The popu­

lation enumerated in the census increased from 8$.970 in January 1941 

to 109,650 in March 1950» and to 143,135 in Say 1959* The estimated
f

total population (adjusted for *underenumeration' o f females and persons 

less than 10 years o f age) was 189,400 in February 1965 and 224,100 in 

April 1971.

4* Growth rates experienced since the last census are the highest 

in Bahrain* s recorded history. Mean annual rates o f population growth 

increased tram 5 .1 per cent fo r the period 1971-1976 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 w ill 

double prior to January 1985, i f  i t  continues to increase at the current 

rate (see tables 2, 3 and 4) .



Table 1

Number, Percent and Percent Change of Population 
by National Origin: Enumerated 1941-1971, Estimated 1976-1978

Jan.
1941

Mar.
1950

May Feb. 
1959 1965*

Apr.
1971*

Apr.
1976

Apr.
1977

Jan. 
1978

POPULATION
Total .89,970 109,650 143,135 189,377 224,130 281,560 308,870 341,380
Bahraini 74,040 91,179 118,734 . 149,929 185,397 213,180 215,180 216,230
Non-Bahrain1 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-Bahra1ni 17.7 16.8 17.0 20.8 17.3 24.3 30.3 36.7

PERCENT CHANGE Jan 1941- Mar 1950- May 1959r Feb 1965- Apr 1971- Apr 1976- Apr 1977-
Mar 1950 Mav 1959 Feb 1965" Anr 1971 Aor 1976 ADr 1977 Jan 1978

Total 21.9 30.5 32.3 18.4 25.6 9.7 10.5
Bahraini 23.1 30.2 26.3 23.7 15.0 0.9 0.5
Non-Bahraini 16.0 32.1 61.7 - 1.8 76.6 37.0 33.6

Adjusted for underenumeration: See Appendix B, Section 1.

^Percent change may be overestimated, since unadjusted data (1959) 1s compared with adjusted data (1965).

Sources: 1941-1965: Government of Bahrain, Finance Department, Statistical Bureau. The Fourth
Population Census of Bahrain. August 1969. Table 1. See Appendix B, Section 1. for 
adjustment ofChe 1965 population.

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

1976-1978: Appendix' B, Section 3.



Table 2,

Estimates of the Components of 
Population Change: 1965 to 1978

Nationality

Population 
At the Begin­
ning of the 
Period

. Net 
Change

Components of Change* 
Natural Increase

Births Deaths
Nil

M1arati on

Percent of Net 
Change due to 
Net Mlaration

Total 189,377

February 1965 - April 1971 
34,753 52,255 12,451 -4,793

Bahraini 149,929 35,468 45,585 10,458 0 0
Non-8ahraini 39,448 -715 6,670 1,993 -4,793 -

Total 224,130

April

57,430
1971 - April 

43,570

1976

9,650 23,520 • a :
Bahraini 185,400 27,780 37,520 8,160 -V,500 ‘ 

¿5,090Non-Bahraini 38,730 29,650 6,050 1,490 85

Total 281,560
April

27,310
1976 - April 

9,000

1977

2,340 20,570 75
Bahraini 213,180 2,000 7,620 1,750 -3,870 •
Non-Bahraini 68,390 25,310 1,460 590 24,440 ' 97

Total 308,870
April 1977 - January 1978 
32,510 6,750 1,920 27,680 85

Bahraini 215,180 1,050 5,700 1,320 -3,330 -
Non-Bahraini 93,690 31,460 1,050 600 31,010 99

Components of change do not completely account for net change between 1965 and 1971 
since they are estimated independently. See Appendix B, Section 2.

Sources: 1965-1971: Adjusted census data from Appendix B, Section 1; components 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 

(Rate3 per 1000 mid-period population)

1965-1971 1971-1976 1976-1977

Component Total Bahraini
■ Non- 
Bahraini Total Bahraini

Non-
Bahralnl Total Bahraini

Non-
Bahraini

Rate of Population 
Change 27 34 -3 45 28 . 111 ' 92 9 312

Crude Rate of 
Natural Increase 31

*
»
*

34 x 19 26 29 15 23 27 11

Crude Birth Rate 41 44 28 34 38 23 31 36 . 18

Crude Death Rate 10 10 8 8 8 7 8 8 7

Net Migration Rate -4 0 -20 . 19 -2 94 70 -18 302

aEach rate rounded independently.



Table 4

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

Nationality

Mean
1 Annual Net 

Net Migrants Migration 
Apr. 1971- Rate 
Apr. 1976 1971-1976®

Net Migrants 
Apr. 1976- 
Apr. 1977

Net
Migration
Rate
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
Gulf -4,049 - 8.1 1,388 16.2
Qatar - 118 -15.8 1,096 2,236.7
Oman -5,000 - 9.1 - 785 -10.7
UAE 4' 0.1 1,118 126.5
Kuwait 265 126.2 • 41 -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 -1,530 - 5.9 -1,300 -30.5
India 9,920 29.2 8,120 46.3
Pakistan 12,675 <16.1 6,399 34.0
Other Asia 1,965 213.6 4,140 190.7
Other Africa 2 - 0.0 60 115.4
Europe 075 5.3 5,635 121.3
USA 1,180 84.9 - 358 -24.0
Other 700 264.2 407 53.6

aNet migrants 1971-1976 divided by. 1971 population, divided again by 5 ( multiplied by 100. 

^Net migrants 1976-1977 divided by 1976 population, multiplied by 100.



ECONOMIC AND INDUSTRIAL POLICY: RECENT DEVELOPMENTS

The Economic Determinants

5. Bahrain's strategic and commercial position entitles Bahrain to a 

"geographical rent", the counterpart to services offered by the Emirate's 

economy. This is  a major and permanent advantage of which many Bahrainis 

have always benefited, although the pattern o f these services has 

changed due to changes in the last 50 years in the pattern of international 

trade and transportation. The Emirate's own resources constitute the 

second structural determinant of it s  economy. In this respect, the 

pattern of these resources with their impact on the state and growth of 

the domestic industry and economy has evolved through three successive 

phases.

6. In the f ir s t  phase, ending in the early 1930s, the human and 

natural resources determining the economic structure were primarily 

occupied in the pearl-diving industry and export trade.

7. During the second phase, crude o il extraction end 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. I t  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 o il concession holders, which wage incomes 

were shared between Bahraini and foreign labour. As a result, the o il 

sector was lese capable in mobilizing large numbers of local labour than



the pearl "industry" and diffusing revenues within the Bahraini society. 

This second phase lasted from the raid-1930s up to 1970.

8. In the third phase, in the early 1Q70s. mobilization for further 

industrialization of domestic natural resources took place. Thus, the 

cil-associated gas, more recently natural gas as well, were added to the 

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 it s  revenues and in their further utilization  in local 

economic activ ities.

9. As to the new gas processing industry implemented in the early 1970s 

i t  did increase both job opportunities and contribution of the industry

to Bahrain's national product, which is  due in particular to the aluminium 

downstream industries, since they are less capital-intensive than the main 

aluminium refining plant. Nevertheless, this new generation 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 almost 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 result, a new and. strong move to extend and diversify the 

banking and other services sectors has been easily Observed during the 

last four years in Bahrain.

Basic Economic Philosophy of Bahrain

11. Up to now Bahrain hah not applied any centrally integrated planning 

to develop its  economy. 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 o il reserves and 

output, and the progress made in trade and educational developments in 

the Bnirate, economic intervention by the Government has emerged earlier  

and has been intensified more than in the other Gulf anirates, except for 

Kuwait, where historical and po litica l factors added to the high level of 

o il output, income and "surpluses" and the importance of services activity, 

has stimulated the building-up of the state at the beginning of the early 

1960s.

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

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

The definition of the bases and conditions for economic activity. 

The granting of multiple and multiform fa c ilit ie s  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 exempting them from income taxes and by granting them 

fu ll latitude in transferring their capital funds and profits.
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The State* s Economic intervention

13. The Government has not established either a specialized industrial 

bank or a development corporation which, in ter-a lia , would be useful in 

the management of fa c ilit ie s  provided by the industrial estate, now in
f

being, and the new ones planned. The existence of a development 

corporation may be needed for the following proposes:

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

jervices as roads, e lectric ity , water, sewerage, etc.

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

estates, and to assist these industries in obtaining 

financing.

(c ) To'administer the estates, and

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

Industries.

14. The Corporation should become seif-financing, drawing income from 

renting or selling industrial sites, and should not engage in setting up 

industries itse lf.^/

15. The Government has played an active role in the industrialization  

process. It has acquired a large equity participation in the aluminium 

smelter (nearly 80 per cent), owns 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 

does not appear to be any particular set of guidelines for Government 

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

1/ WORLD BANK: Report No. 2058-BH: "Bahrain, Current Economic Position 
and Prospects", June ?8, 1978, p. 15 .
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reluctant to do so.—'

1 6 . The non-financial role of the Government, 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 despatch and 

freedgm from onerous levies. It  does reserve and sometimes exercise the 

right to withhold a permit to enter, i f  it  considers the fie ld  already 

well covered..!/

17» The future depletion of the hydrocarbon deposits is  a threat which 

the governments of the Gulf Bnirates foresee, thereby moving actively to 

assure a diversification of their sources of income, namely, transforming 

the economy into a diverse and a re latively  self-sustained economic 

structure, which is  unilateral and extractive, with hypertrophic mining 

production, fu lly  integrated in international export markets and 

inseparable from the other agricultural and manufacturing sectors.-^

18. Crude o il was discovered in Bahrain as early as 1934- It  has 

been extracted very early, and the two US-multinational o il corporations 

associated within Bapco established a giant o il refinery in 1936. It was, 

therefore, not accidental that the firs t  Gulf Bnirate where o il was 

discovered sought to create industrial plans in order to substitute for

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

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 it s  short-t^rm depletion prospects, and the 

heavy expenditures on administration and infrastructure, the rent received 

from o il could not easily  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 o f crude petroleum and the significant 

decline of consumption in the developed capitalist countries; during that 

year, Bahrain's exports were valued at 1056,8 million dollars, and it s  

imports amounted to 1126,2 million dollars, which constituted a notable 

trade d e fic it.-2/ This was not an exceptional «vent, but rather an 

illustration  of the new situation which confronted Bahrain, resulting from 

the decline in oil-production particularly and the inelastic ity  of public 

and private espenditures, particular! , capital requirements for 

development projects. It  can be said that the depletion of the o il 

reserves, the absence of any "capital surpluses**1, and the major d ifficu lty  

confronting Bahrain in the accumulation of resources for industrial 

development were strong factors for the adoption of polic ies encouraging 

the establishment of alternative joint-venture-based industries.

19» In fact, industrialization in Bahrain, and in almost a l l  the other 

Gulf Enirates, are carried out by both foreigners and nationals. While 

the Bahraini 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 partner ¿lips in the Gulf 

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

^  "Gulf Basic Data" in "The Middle East", Mo. 17, London, March 1976, 
p. 41.



natural gas generally associated with o il, bringing in counterpart 

technological know-how and manage cent resources. At a later stage, as 

aemostrated by the Bahraini aluminium industry, sene neighbouring Gulf 

countries with better mines and financial means, may enter into these 

partnerships, substituting, though oartly, fer foreign partners whose 

interests are like ly  to diminish and who nay, therefore, seek to retreat.

Project Expenditure o f 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 it s  own capital expenditures 

for new and on-going projects.

21. Projects amounting to 2,427 thousand Bahrain 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 Constant 1977 P rices^

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 

«hare of this primary sector in total gross national product fe l l  from 

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

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



Table 5

PROJECTED CAPITA!. EXPENDITURES FOR NEW AND ON-OOINO PROJECTS OF THE MINISTRY OF 

INDUSTRY AND DEVELOPMENT, 1979-198? (in  thousand Bahrain Dinars at Curront Prices)-!/

ProjoctB 
Total Coat

1979 1980 1981 198?
Projects Projeots Projeots Projects

In Progress New In Progress New In Progress New In Progrose New

4,4?4 1? 1,450 774 200

Ministry of Finance and National Economy.l/  Bahrain,
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23. Mining. Oil and. other extracting activ ities continued to weigh 

heavily in the gross national product, cut its  share has declined. In 

real terms, the c i l  and mining sector* s gross product decreased, very 

slightly , by 14.9 million Bahraini Dinars between 1973 and 1977. However, 

the sector's share in the country* s gross national product decreased 

substantially from 50.42 per cent in the base year ( 1973) to more than 

35*39 per cent in 1977.

24. The decline in the two primary components of the primary sector, 

i . e . , agriculture and fishing and o il  extracting, was balanced by am 

increase in the gross product o f both manufacturing and services, mainly 

trade and services, banking, insurance and real estate and public 

administration and defense.

25. The domestic product of manufacturing, valued at constant 1977 

prices, was multiplied by almost 2.5 times, increasing by 66.5 million 

Bahraini Dinars between 1973 and 1977 * an annual average of

B.D. 16,625 million, or at 34.? per cent per annum. During the same period, 

the share of this sector in GUP, rose from almost 11.78  per cent to almost 

21 per cent. 4 reading of developments in the different branches within 

this sector, namely, o il refining, aluminium smelting and processing and 

other manufacturing, as shown in table 6 shows that different branches 

of manufacturing, flour milling excepted, have a l l  contributed to its  

achievement. 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 o il prices and the commercial of the

aluminium industries together with other manufacturing developments.
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26. Construction. Gross income 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 HD 6.675 million or slightly above

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

8.45 P®r cent in the base year ( 1973) to almost 11.3 per cent in 1977.

27. The progress in this sector was due to two factors: a ) structural, 

namely, population growth and urbanization and b) conjunctual, namely, the 

substantial increases in the o il prices since 1973.

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

with it s  gross product almost doubling from BD 56.7 million in 1973 to

BD 106.7 million in 1977. Over the period this sector grew rapidly at an 

annual average of HD 12.5 million, or at a 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 I f .46 per cent in 1974.

29. Real Estate. Gross product in this branch increased from

BD 23.9 million in 1973 to HD 31.8 million in 1977* or an average rate 

of growth of 11.8 per cent per annum.

30. Banking and Insurance. This branch of activ ities was the most 

stimulated and boosted sector, with the value of its  gross product jumping 

from HD 4-1 million in 1973 to HD 49*? million in 1977, at constant 1977 

prices. The annual average growth of BD 11.275 million represents an 

average rate of exactly 275 per cent per annum. This reflects  

tremendous expansion in banking and insurance in Bahrain during this period, 

and achieves the Bnirate's objection of specializing in banking and
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insurance. The effect of this growth on the economic structure appears 

in the sharp rise  in the share of banking and insurance in GNP, from 

about 1 per cent in 1973 to almost 9 per cent in 1977.

Transport, storage and communications

31. Gross product in this sector increased from 3D ?2.9 million to 

3D 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. Therefore, while this 

sector grew at an important rate during the period under consideration, 

its  share in global economic activity improved only slightly .

Public administration and defense

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

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

HD 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.
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liable 6 Gross National Product by Industrial Origin at 
____________Constant 1977 Market Prices (1 )_________________

( — Millions of* ■  ~ i ■  ̂  « m  f c i i  a *  1 1 i a  a  a  j

1273 1974 1975 1276 1977^

Agriculture and 
Fishing

10.2 h i h L h i M

Agriculture 7.8 7.3 7.3 7.0 7 .1
Fishing 2.4 2.4 2.1 2.0 2.3

Mining 209.0 221^1 U h l 191.4 194.1

O il 208.6 221.3 154.9 190.4 193.0
Other 0.4 0.2 0.4 1.0 1 . 1

Manufacturing 48.6 § h l 8 1.1 100.7 115.1

O il Refining 19.1 25.5 24.6 21.4 32.2
A lm ia iu i 16.0 19.9 21.4 23.0 22.6
Flour M ill 0.3 0.3 0.4 0.6 0.4
Other 13.2 19.0 34.7 55.7 59.9

Electricity and 
Water

h i 4.6 h i h i h i

Electricity 4*4 4 .5 2.8 3.8 3.6
Water 0.1 0.1 0.1 0 .1 0 .1

Construction 34.9 40.2 42.3 55.8 61.9

Transport, Storage 
and Comnsmications

22.9 26.8 30.4 37.9 38.8

Trade and Services 56.7 68.7 80.7 103.6 106.7

Banking and 
Insurance

4.1 6.8 11.8 30.0 49.2

Real Estate 23.9 26.1 24.2 28.4 31.8

Public Administra- 
tion and Defence

18.9 29.9 35.1 41.3. 44.9

CD? at a.p . 433.7 499.0 473.2 602.0 655.3

Net Fhctor Income -21.0 - 29.O -36.6 -59.3 - 106.9

GNP at m.p. 412.7 470.0 436.6 542.7 548.4

Source: Mission Estimates

1J  Preliminary estimates

0 )  World Bank: "Bahrain Current Economic Position and Prospects", World Bank,
28 June 1978, Report No. 2058 -  BH. Annex, Thble 2.2.



Table 7 Cross National Product by Industrial Origin
_____________ at Current Market Prices ( 2 ) ______________

^T- W lU n w e  Q-f n D inars)

1211 1974 1975 1976 1977^

Agriculture and Fishing h i O il 6.8

Agriculture 2.5 3.3 4.4 5.2 7.1
Fishing 1.4 1.7 1.1 1.6 2.3

Mining 43.9 143.0 12?.7 167.2 194.1

O il 43.7 . 142.8 129.7 166.2 193.0
Other 0.2 0.2 0.5 1.0 1.1

Jfenufacturing 25.0 51.1 63.7 95.5 115.1

O il Refining 13.4 14.3 21.1 25.8 32.2
Aluminium 4.3 24.3 13.7 18.6 22.6
Flour H il l 0.4 0.2 0.2 0.2 0.4
Other 6 .9 12.3 28.7 50.9 59.9

Electricity and Hater h i h i 2.0 h i h i

Electricity 2.7 2.7 1.9 3.7 3.6
Hater 0.2 0.2 0.1 0.1 0.1

Construction 11.2 19.9 29.5 54.2 61.9

Transport, Storage and 
Communications 12.0 16.0 22.8 31.5 38.5

Trade and Services 26.9 40.4 53.3 82.3 106.7

Banking and Insurance 7.1 9.9 10.9 33.9 49.2

Real Estate 4.9 7.7 22.5 31.2 31.8

Public Administration 
and Defence 9.3 17.1 24.2 31.6 44.9

GDP at m.p. 147.1 313.0 364.1 538.0 655.3

Net Factor Income -14.1 -21.6 -33.2 -54.1 - 106.9

GNP at m.p. 133.0 291.4 330.9 483.9 548.4

Source: Mission Estimates

1J Preliminary estimates

( 2) Previous reference annex, table 2.1
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The Impact of Recent Developments in Industry o r Labour, 1973-1977

32- The development of extracting o il and/or minerals processing 

industries determines the pattern, extent and share of persons employed 

in the various branches. Thus the setting up of such f i r s t  processing 

and non-agricultural up-stream industrial sequences, which are basically  

capital-intensive and export Oriented does not produce substantial 

industrial employment.-^/ 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.

3d. In the case of Bahrain, labour-sharing within industry has 

reflected the la tte r '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 

period 1973-1977» as shown in table 8, we can easily see that two f i r s t -  

processing non-agriculural industries and one o il-re lated  infrastructural 

maintenance industry, mainly ship-repairing, have mobilized the major 

part of industrial labour in Bahrain. F irst, o il-re fin ing  and a llied  

undertakings, c lassified  under chemical industry, which are in fact the 

first-processing o il industry, have been the mair. labour-intensive 

industry in the ESnirate, though labour in this industry has stagnated and, 

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

l/  The concept of f ir s t  or two-secruenced processing industries applies to 
non-integrated industries which consist of one or two of the firs t ,  
i .e . ,  upstream processing of agricultural or non-agricultural f i r s t -  
processing industries. The last category is  subdivided into o il and 
gas and into minerals. See in this respect: EL-ZABt, Issam and 
ALSHAIKH-ALI, Abdel-Bari: "The Industrial Patters of Islamic Countries 
and Possib ilities  for Industrial Cooperation", Vienna, 1978, UNn)0, ICIS.
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its  leading position in the industrial employment pattern. Second, 

first-processing non-agricultural industry, c lassified  under basic metals 

production and working, but not fabrication, boosted its  number of 

employees and, consecuentiy, ranked second among the labour-employing 

industries in the oountry. Added together, the two non-agricultural 

first-processing industries, namely, o il and aluminium refining, together 

with other first-processing activ ities, employed some 5,062 workers or 

58.96 per cent of the total labour ( 8,585) employed in the industrial 

sector in 197-3- In 1977» these enterprises employed 7,227 workers, or 

nearly- 55-59 Psr  cent of total industrial labour. This means that 

specialization of Bahrain's industry in the first-processing of o il 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 branch, 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 consecruence, ship repairing and 

transport became the second-largest industrial employer in Bahrain. 

Futhermore, since the basic metals processing industry is  fundamentally 

based on gas, and as ship-repairing is  basically  an o il-re lated  infra­

structural maintenance industry, the two first-processing branches, namely, 

oil and metals, together with these gas and o il-related  industries are 

either based on or related to hydrocarbons.
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36. As a. group, these three industries had employed 6,99C workers, 

or 8 1.42 per cent of the total industrial labour employed in Bahrain in 

T973, compared to 9,607 workers, or 73.8c per cent in 1977. This 

illu strates an increase of 2,617 in the number of workers employed in 

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

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

37. Almost a l l  the other industrial establishments have realized only 

a limited increase of employment  ̂ only the paper and paper products 

industry (including printing) did not achieve any increase. In fact, 

only the mechanical industries achieved a very striking rise  in employment 

-  the highest in a l l  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 developments in 

ship-repairing and in the down-stream branches, i . e . , aluminium and 

hydrocarbon processing, i t  may be ju stified  to add this last branch to 

the f i r s t  three already examined branches of first-processing and o i l -  

related infrastructural maintenance. Should this be the case, the number 

of workers employed in the four branches w ill be 7,162, or 83.42 per cent 

of the total of workers employed in industry in 1973, and 10,620, or 

almost 81.17 per cent, in 1977. This changes the trend reflected in the 

three combined branches, and, at the same time, highlights a small decline 

in the four main hydrocarbon-based or related industrial branches, namely, 

o il refining, metal processing, shin repairing and related mechanical 

industries.



Table 8 INDUSTRIAL ESTABLISHMENTS BY TYPE UP ACTIVITY
AND PERSONS EMPLOYED

INDUSTRY
1973 1977

No. or 
Establish-

No. of 
Employees

Establishments wi 
Numbers

til Employee 'No. of 
Establish-

No. oí 
Employees

f.stnb 11 shs.r. iK s 
li'.O he

*1 til
ments 10 11- 30 51-200 + 200 mont A 10 11 • or, -,1 - ;:<>

1. Agricultural! food £ Beverage Industries 21 446 10 8 3 - 28 587 16 9 3
2 Wv'od sad Derived Industries 

(including Joiners' Shops) 64 221 60 4 - • 60 370 72 8
3 . Paper and Derived Products 

(including printers) 6 194 1 4 1 • 10 194Í/ 5 4 1

<>. Chemical Industries
(including oil refining) 9 4,036 3 3 2 1 10 4,0115 5 3 i

5. Building Materials
(excluding building contractors) 20 364 6 13 1 . 54 5311 35 16 3

6. Glass Industries 2 13 2 - - - 4 Ah 1 3 -
7. Plastics Industries 2 41 1 1 - - 4 49 l 1

». Basic Metals
(Production and working; not 
fabrication) 2 1.006 m 1 . 1 4 3,142 3 1

9 . Mechanical Industries 29 172 23 6 - - >9 1,013 30 21 1
1 0. flectrical Industries A 136 1 2 1 - 40 483 31 2 , 2

1 1 . Transport
(including ship repairing) 3 1,928 - - - 3 20 2,3 JO 4 u 1

12. Miscellaneous 1 4 1 • • „ 7 94 2 5 .

Total 163 8,583 108 42 H 5 320 13,001 20? 92 13

Source: 1973: Industrial Planning Study by ACT1M, August 1973
(túr.ployec numbers adjusted in 3 companies where employee numbers seemed Incompatible with turnover).

1977: Bahrain Official Industrial Directory - Ministry of Development and industry
- (Plus 50 small carpenters' shops).

Bahrain: Current Economic Oosition and Prospecto, World Bank, Washington, ?8 June 1978» Report No. 205O-DH.
J/ This appears low compared with the 1973 figure.



Chapter I I

LA30UR CONDITIONS, POLICIES AND REGULATIONS

Historical 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.-^/ 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 Corporation, which was s t i l l  searching for o il.  Indeed, these 

reforms brought about new opportunities for jobs in BAPCO*s installations 

and offered labeur the potential for regular and re latively  high wages. 

BAPCO found abundant and cheap labour available. For jobs which reoruired 

some sk ill, BAPCO imported foreign labour.-^ Consequently, Bahraini 

workers were concentrated in subaltern jobs, while foreigners occupied top 

and interneliate positions.

40. During the f ir s t  ten years which followed the establishment of the 

Bahrain Petroleum Company (BAPCO), foreigners were increasingly employed, 

especially when accepting lower wages than Bahrain is.^  Indeed, the number 

of Bahraini workers directly employed by BAPCO declined between 1948 and

"The Administrative Report for the Years 19?6 -  1937": "The number of 
workers in pearl-diving decreased gradually from 1,900 workers in the 
year 1935; the biggest decline took place between 1933 and 1935, and 
was estimated at more than 6,000 workers or 39 per cent of the total 
labour force in this profession." See AL-HDMAIHY and also 
AL-U3E3DY IBRAHIM-KHALAF: "The National Movement in Bahrain 1914-1971."

2/ ALtRUMAIHY, Mohamed. Gh.: "Problems of Po litica l and Social Change in 
Bahrain, 1920-1970", Kuwait 1976, Al-Wahdah, Editing and Distribution 
House, p. 131, in Arabic; SHAWADRAN, B.r "The Middle East and the 
Great Powers", New York, 1955*

^  NAKHLE, Bahrain, p. 77.
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195?* while the total number of BAPCO sta ff increased during that 

period from 6,708 to 8,716 persons, the percentage of Bahrainis in this 

total fe l l  from 76*5 per cent in 1948 to 63.9 per cent in 

According to BELING and PORTER, around 40 per cent of the labour force 

in Bahrain were employed at BAPCO during the m id -fifties,

41, In addition to a small population, employment was limited to 

Bahrain's enterprises existing at that time. This was due to the 

Qnirate's underdeveloped economy and it s  major dependence on the o il and 

services sectors. According to a census made in 1958, there were no more 

than 687 enterprises, or 93 per cent o f the total, being micro-emterpriees, 

each employing not more than five persons.-^

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 corporations, but largely registered  

in Canada, there were six other major employers in the Qnirate. These 

were the seven major employers:

ACHE Company -  for building and construction

BAPCO -  for the o il sector

Grey Makenzie -  for sea tmsportation

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

BELING, W.A.: "Recent Developments in Labour Relations in Bahrain", in: 
Middle East Journal, Vol. X III, No.2, 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*

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



The British Overseas Airways Corporation (3CAC)

The British M ilitary Base in Al-Muharraq and A l-Gefeir

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

in the newly developing o il industry had, following strikes in that 

country's o il industry in 1953» to return to Bahrain. The unemployment 

problem became very serious in the Qnirate. Conseouently, a special 

labour board was established to supervise the labour market and to organise 

industrial relations. The number o f unemployed was increasing in the mid­

f i f t ie s ,  and the opening of the finirate to immigrants made things more 

d ifficu lt . Under these conditions the labour board was only partly  

succesful in finding jobs for the unemp'oyed. This is  shown in the 

following table 9*

Table 9* tfaemployed Registered at the Labour Board

B A H R A I N I F O R E I G N E R S

Registered Registered
Unemployed Employed Unemployed Qnployed

1955^ 2586 586 no employment authorized

1956^ 1443 1189 f t  I f f t

1957 2643 1043 828 241 '
1958 1866 1247 993 4?1
1959 1122 977 639 324

■*/ AL-HUMAIHY, p. 156

LITTLEFIELD, p. 77

Source: KH&LID, Abdallah; "On the Conditions of the Establishment
of the f ir s t  ?rade Union in the Gulf (Bahraini Federation of 
Labour)", in: AL-Taric (monthly), No. 6, Beirut, December 1979.
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Education

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

firs t  boys'primary school. In 1928 the firs t  g ir ls ’ primary school was 

opened, and in that same year a group of Bahraini students was sent to 

the American University in 3eirut. A year later education was put under 

direct Government control. In 1936 the f ir s t  boys' secondary school was 

opened. In 1931 the f ir s t  g ir ls ' 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 data—̂  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 sta ff in these schools was 

also increasing annually except during 1967/1977.

43* Higher levels of literacy has usually been associated with 

increasing industrialization, higher productivity and incomes, and improved 

liv ing 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 13 and older that is  i llite ra te  dropped from 73 1*1* cent in 1939 

60 per cent in 1971. A ll sex and nationality groups have participated in 

this decline, with the exception of non-Bahriani males between 1939 and 

1965. Patterns by age also provide insight into historical trends in 

illite racy . In the older population, illite racy  re flects the limited 

educational opportunities which were available more than 40 years ago.

^  State of Bahrain, Ministry of State for Cabinet A ffa irs , "Satistical 
Abstract 1977” , Bahrain, October 1978, Directorate of Statistics,
Section 4, Education Statistics, p. 57.



'’’he younger population has taken advantage of recent educational expansion. 

The lite rate  population increased considerably between 1950 and 1971. 

However, despite the progress that has been made, and despite that the 

rates of illite racy  in Bahrain were lower in 1970 than in other Arab 

States, illite racy  rates in the Einirate have exceeded the world rates 

since 1950 (Population Reference Bureau, 1975)*

- 23 -

46. Improvements in literacy among Bahrianis re flect the expansion 

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

one h a lf o f the Bahrainis were il lite ra te  in 1971* Although the literate  

population grew from 12,594 in 1959 to 35,779 in 1971, the illite ra te  

population grew by 11 per cent, which was due to the increase of illite ra te  

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 over^ . The population 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 

1971, as shown in table 10.

48. Bahraini females remain the least educated category, yet they 

achieved the greatest increase in educational attainment between 1965 and 

1971. The number of women who had completed more than primary education 

increased more than six times. Although schools for g ir ls  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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available until years a fter comparable schools for boys has been started, 

it  is  evident that cultural restrictions on women prevented them from 

taking advantage of available schools and programmes. Only recently have 

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

of women aged 20-24, compared with only 5 per cent of women aged 25- 34, 

had more than primary education. Bahraini men are far ahead 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 enrolment rates, the percentage of the 

population that is  attending school 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 population in the age group of 

5-19 was enrolled in school in 1976. The age category of 10-14 years bad 

the highest enrolment rates. Since 1965 * enrolment rates for boys in 

the age group of 5-9 have been increasing, while rates for boys of 10-14 

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

15-19 showed some decline. Rates for Bahraini g ir ls  have increased in a ll  

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

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

Since 1971, Bahraini g ir ls  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: Percent o f the Population in Ages 20 and Older Who Eave More
Than Priisary Education by 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
Non-Bahraini 28.7 23.6 45.0

a
Ages 21 and older in 1965:
Sources: Bahrain, Finance Department, Fourth Census of Popu­

lation: 1965, Tables 37-45; Bahrain, Ministry of 
Finance and National Economy, Statistical Bureau, 
Statistics of the Population Census: 1971, Tables 
16-18.



Table 11

1
Sahralni Scudcncs in nigiiet Education Abroad 
by Country and Spécialisation, 1976/77

- 3 1 -

Specialisation !■gype Kuwait Iraq
Saudi
Arabia OK India USSP. Qatar Lebanon Others Total

Medicine 126 - - - - - 22 - 5 43 196

Pharmacy 11 - 5 1 - - - - - - 17

Engineering 57 10 32 46 1 - 18 - 28 20 214

Sciences 66 86 41 42 - - 5 16 14 11 281
Mathematics 35 2 8 4 - - - 17 4 - 70

Commercial 132 146 4 18 - - - - 1 6 307

Adainiserasion 7 13 42 3 « T - — - — 65
and Eeononics 

Economic and Po~ 19 10 6 1 l ' 3 40
l i t i c a l  Scinece 

La» • 26 34 4 » 1 65

Lav and Sharia 8 1 - 7 - - 14 - - 2 32

Fine Arcs 33 - 4 - - - 1 - - 2 40

Arabic Language 66 37 2 10 - - - 12 - 127

English 40 33 2 18 2 2 - 14 3 5 121

History 11 30 2 5 - 2 7 1 - 4 62

Geography 14 46 1 15 - - - 5 - 4 84

Philosophy - 35 - - - - - - - 9 44

Psychology and 35 85 3 17 - - - 1 2 3 146
Sociology

Arcs 60 65 55 17 - - 1 2 5 - 205

Agriculture 4 - $ - - - 3 - - - 13

Physical 14 - 4 - - - - - - - 18
Education 

Music and 27 _ _ 27
Theatre

Craduate Course 10 - - 1 3 2 2 - - 7 25

Others 41 - 13 6 159 90 3 16 1 16 345

Total 842 636 248 212 165 96 77 84 64 136 2,544
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enrolment. In addition, Bahraini g ir ls  demosxraxed that they are leas 

likely  to repeat a grade than boys.

51. To summarize, information on school enrôlement, educational 

attainment, and literacy, show a consistent improvement in the educational 

status of the population, although the rural population, women and some 

age groups have yet to participate fu lly  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 fe r t i lity , particularly among non- 

Bahrainis, Although the quality of education cannot be assessed with 

available data from census and surveys, the demand for higher education

is  growing, the labour force participation of women is  increasing, and the 

general educational attainment of the labour force is  increasing.

Post-Secondary Education

52. Post-secondary education in Bahrain^/ is  confined to two teacher 

training colleges, and to the Gulf Technical College, an institution  

established in 1968 thr ough the cooperation of Bahrain, Abu Dhabi, and the 

British Ministry of Overseas Development (BMC3D). The College is  presently 

financed by Bahrain, Abu Dhabi and Qatar. BMGD provides the cost of 

British staff, and th is contribution was to end in 1979* The College is  

open to a l l  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 

recommended upgrading the College's curricula and improving its  financial 

planning.

1J World Bank: "Bahrain Current Economic Position and Prospects", Washington,
'28 June, 1978, WQrl Bank, Report No. 2058-BH, pp. 9-11.
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53. As expansion of economic activ ities in Bahrain and neighbouring 

countries slows down, graduates of the general secondary schools may 

find it  more d ifficu lt  to find employment in the future. Consequently,

the authorities are considering ways of limiting entry to general secondary 

schools, and diverting more students to technical secondary schools.

This shift in educational policy also stems from the Government’ s desire 

to reduce the need for foreign labour.

54. To identify the needed sk ills  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 A ffa irs . 

Responsibilities of the Council include the formulation of a vocational 

training policy.

55» Current development efforts to introduce modem industries to 

Bahrain and to make i t  a financial and business center w ill be strengthened 

by the rise in literacy. Therefore, the Government may wish to consider 

introducing compulsory primary education.

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

at eradicating illite racy  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. In 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 fa c ilit ie s  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  

Department, Cable and Wireless, BAPCO, ALBA, the Gulf A ir, and hotel and 

catering.
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Table 12: Graduates at Gulf Technical College
(1972/73 -  1976/77)

Year
Bahraini Cmani Total Grand

TotalMale Fecale Male Fenale Male Fenale

1972/73 8 10 2 3 10 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 o f Education



Table 13'.
Enrol ment Rates^bv Acte. Sex, and Nationality; 1965,_A9_71 
and 1976 (Bahrainis Only). and Mean Annual Percent Change

Sex
Age

Bahrainis Mon-Bahrainis
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
5-9 56.0 52.4 63. C 1.2 61.4 64.3 0.8

10-14 92.1 91.5 92.0 -0.0 79.1 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

Percent of the population enrolled in school.
Sources: Bahrain i, Finance iDepartment , Fourth Census of Population : 1965, Tables 33-31;

Bahrain, Ministry of Finance and National EconomyStatistical Bureau, Statistics 
of the Population Census; 1971, Tables 5, 17; Bahrain, Ministry of Education, 
Planning Directorate, Educational Statistics for the Academic Year 1975-1976,
PP. <V0-129j labia C.3.
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Changes in 3APC0's Bauloyment and Recruitment Policy 1970-1977

57. The number of employees of the Bahrain Petroleum Company (BftPCO) 

almost quadrupled 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 th is table, it  may be possible to assess a recruitment policy giving:

f i r s t  priority to Bahrainis with a tendency for reducing their share 

in the total number of employees;

second priority to- increase the number of British and Commonwealth 

employees;

third priority to increase the number and percentage shares of 

American nationals and those o f the category Others; and 

fourth priority to stabilize the number of Gulf Arabs.

59* While the recruitment policy of Bahraini naitonals, United Kingdom 

and United States nationals respond to various economic, po litica l 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 politica l 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 composition of employment may undergo 

progressive changes.

l/ State of Bahrain, Ministry of State for Cabinet A ffa irs, Directorate of 
Statistics: "Statistical Abstract 1977", Bahrain, October 1978,
Table 58, p. 9?.



Table 14 ; BArCO Employees by N ationality . 1970-77

N at ion a lity 1970 1971 1972 1973 1974 1975 1876 1977
Mo. 2 Mo. X No. X No. X No. X No. X No. % No. X

Bahrainis 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 )
83.6

Coif Arabs 53 1.2 47 1.2 44 1.2 36 0.9 30 0.6 24 0.6 20 0.5
) 3,300 
)

B ritish 249 5.7 225 5.8 210 5.6 209 5.6 222 5.8 220 5.8 235 6.4 290 7.3
Commonwealth 114 2.6 101 2.6 88 2.3 89 2.4 15 0.3 116 3.1 138 3.7 300 7.6
American 13 0.3 12 0.3 12 0.3 • 21 0.5 36 0.9 39 1.0 34 0.9 )
Other
N ation alit ies 48 1.1 38 1.0 47 1.2 41 1.1 113 2.9 30 0.8 35 0.9

) 58 
)
>

1.5

Total 4,377 100.0

j1 
CO 
00

! 
«

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: Bahrain Petroleum Company, Limited, Bahrain.
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Employed Population by Major- Industry Group» 1959 to 197}

Industry Number Percent Distribution
Mean Annual 
Percent Chance

1959 1965 1971 1959 1965 1971 1959-1965 1965-1971

Total 46.955 53,274 59,590 100.0 100.0 100.0 2.3 1.9

Agriculture and (lshlng . 4,464 4,654 3,990 9.5 8.7 6.7 0.7 -2.3
Mining and manufacturing 10,405 7,518 8,464 22.2 13.9 14.2 -4.8 2.0
Cas and water — — 1,705 — — 2.9 — --
Construction
Wholesale and retail tradei

4,739 8,328 10,404 10.1 15.6 17.5 13.2 4.0

restaurants and hotels 4,766 7,386 7,706 10.2 13.9 12.9 9.6 0.7
Transport, storage and
communication 
Financing, insurance, real

1,631 5,494 7,743 3.5 10.3 13.0 41.2 6.6

estate, and business
services

Community, social, and personal
273 354 1,084 0.6 0.7 1.8 5.2 33.4

services 20,137 19,540 18,388 42.7 36.9 30.8 -0.5 -1.0
Activities not classified 540 — 106 1.2 — 0.2 — --

Sources 1 Bahrain, Population Census 1959, PP. 19 21» Bahrain, Finance Deportment, Fourth Census of Populationi 1965,
Table 7) Bahrain, Ministry 
Census* 1971, Table 10.

of Finance and National Economy, Statistical Bureau, Statistic s of the Population
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Table 16
Percent Distribution of the Employed Population by 
Major Industry Group and Sex; Percent Non-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
Cons true tion 18.4 1.2 45.7 80.0
Wholesale and rer 
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 National Economy, 
Bureau, Statistics of the Population Census: 1971,

S ta tis t ic :  
Table  10-
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Share in Labour Força in Various Sectors

57. According to 1977 estimations the labour force in the different 

economic sectors added up to 63,315 workers of whom 39,848 were Bahrainis. 

As regards the sectoral distribution of labour, 92. per cent of the total 

working force were concentrated in three sectors, 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.-!/

u IDCAS: "A Country Report on the State of Bahrain” , OCAS, 1979»
pp.8-9 (Arabic)



Tabia 18: Estimate of tha Sectoral Distribution of the Labour Force
( Number; Per Centi

Size of the Labour Force
Share of the Sector

Partial Total

SERVICES 36,666 57-9
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. Oil extraction 4,526
2. E lectricity, 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-Bahraini 
Labour Force 23,467 37
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59* Bahraini nationals represent 63 per cent, or a l it t le  less than 

two thirds o f the Emirate's labour force. This labour pattern contrasts 

with the corresponding labour force structure in the neighbouring Gulf 

States (Kuwait, United Arab Qnirates or Qatar), where immigrant labour 

is  largely predominant in many sectors of the national economy. The 

predominance of Bahrainis within the Qnirate' s labour force is  as much 

on the scale of the global economy as in each .of it s  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 fo r the Qnirate'e  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 non-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. E lectricity, 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 workers 

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).



Tahle 19 ; LABOUR SHARE AMONG THE VARIOUS ECONOMIC SECTORS (1977 ESTIMATIONS) 1/

S e c t o r T o t a l fl 11 h r a i n i N 0 n -  u 1 h r a i  n i

mains females malea females

number '¡[>0.1*0
share

numbor jtage
share

number £xge
share

number %ago 
share

Serviceu 36,666 20,825 57 1,043 5 12,618 34 1,300 4

Building and 
Construction 10,924 5,912 54 6 X 4,970 45 34 X

Mining and 
Manufacturing 8,880 5,848 66 47 X 2,949 33 44 X

Agriculture and 
Pishing 4,190 3,142 74 3 X 1,044 25 1 X

E lectrio ity , Gas 
and Viator i 10,124 5,912 54 8 X 4,970 45 34 X

Other undertakings 857 627 73 39 5 183 21 8 1

T o t a l 63,315 37,907 60 1,941 3 21,997 35 1,470 2
i s a a s a i U s a B C R a s a e s z a a c ^aaSBuSBaSaaneaSn. «aaaaaDt NBUnMin ipinannn aannaaatMMBa iurBanaMBBi iaaa«aaMiii laaaaaHaaat v*n as* nil

l/ MINISTRY OP DEVELOPMENT OP BAHRAIN, A1-Manama, 1977, an unpubliehod report, oited in IDCAS: "A Country Report 
on the State o f Bahrain” , p. 11
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63. According to the 1971 census, immigrant labour effectively  

s~.pleyed in the different sectors amounted to 22, 351; it increased to 

an estimate of 23,467 workers in 1977, or by 4-9 per cent. Drawing 

para lle l, the national labour force increased from 37,950 workers in 

1971 to 39»84& according to the ¡977 estimations, thus reflecting an 

increase of 5 per cent. Consequently, the ratio of national to foreign 

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 A ffa irs .

Work permits o f expatriates may be cancelled i f  Bahraini workers become 

available or i f  they become unemployed for a period of one month or more. 

Expatriate workers may also lose their permit i f  they undertake work for 

other employers within the two-year period for which they are contractually 

engaged and brougnt into Bahrain.

65. The Labour Law has quite elaborate provisions for mediation, 

conciliation and arbitration of labour disputes, but they are not often 

used. I f  the workers present grievances against their employer the 

matter is  handled informally by the Ministry. The employer may be 

recruested to raise his wages to the level of similar plants.^/

The Main Labour Policy Orientations

66. Due 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 has been of much concern to the 

Government. In 1976 the total work force numbered approximately 80,000, 

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

1/ WCRLD ВАЖ: "Bahrain : Current Economic Position and Prospects",
Washington, 28 June, 1978, Report No. 2058-BH, p. 13.
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expatriate workers.

67. To help meet the demand for trained manpower, i t  was estimated 

in 1976 that during the next 10 years, approximately 34,000 Bahraini 

school-leavers would enter the work force and that permanent job 

opportunities would be available in three main areas as follows:^/

1. Replacement of Bahraini workers retiring, etc. (8,000), 2. New 

jobs being created in the economy ( 10,000), 3* Replacement of non-Bahraini 

workers ( 16,000) .

68. Of the three and a ha lf thousand school-leavers who could be 

entering the work force on an average each year, approximately one-third 

would have successfully completed secondary school and many training and 

higher educational fa c il it ie s  for persons of that level of education are 

already avialable. However, in the past, a number have followed courses 

vfcich 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 w ill enter the work-force annually, without having 

completed secondary school and very few training opportunities are 

available for such persons at the present time. Furthermore, in the 

past, a very high number cf school-leavers at that educational level 

have entered the work force untrained and with l i t t le  prospect of ever 

being able to follow an organised training programme.

69. Consequently, apart from the need for training opportunities for 

future school-leavers, there is  also the major task of up-grading the 

sk ills  of existing workers, wherever this is  appropriate and practicable. 

Naturally there are, and w ill 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 l i t t le  or v irtually  no training' at a l l .  Nevertheless, large numbers 

of existing workers do require training in order to improve their sk ills, 

promotion and overall development.

70. It became increasingly apparent that i f  these problems were to 

be overcame and individual and national training needs effectively met, 

then training would have to be co-ordinated at a national level and the 

necessary training policy and plans developed. This would be the firs t  

step towards ensuring as fa r as possible that a l l  Bahraini citizens are 

given the opportunity o f realising their fu ll  potential which in the 

final analysis w ill be essential for the nation's overall continued 

economic and social advancement.

The Labour Law

71 • 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 and expatriate workers, 

and priority o f employment. It  also stipulates vocational rehabilitation  

for injured employees, vocational training and protective provisions 

relating to juvenile and female employees in hazardous employment and 

hour' of labour. It applies to a l l  private and para-statal employees. 

Indemnity is  provided in the case o f premature termination or employment 

without fault by the employee. However, the latter appears to 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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72. The provisions of the law which apply to Bahraini workers also 

generally apply to expatriates, with the exception that the latter 

cannot be employed 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 heretofore has prevailed.^/

Social Insurance Law

73* This law was enacted together with the Labour Law and applies to 

a l l  non-Goverament 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 55 Tor 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.

74. In addition to the old-age pension, insurance is  provided against 

job-related in juries, d isability , death and unemployment (a fte r 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 A ffa irs  following recommendations by the 

Directors of the General Organisation for Social Insurance. The system 

operates independent of the budget and is  therefore assumed to be 

actuarially se lf-su ffic ien t.

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

75. L ittle  information is  available on wage rates in the private or 

parastatal sector. However, wages -  whether for Bahrainis or expatriates 

-  are high. Expatriates may cost up to twice as much per head as 

Bahrainis for unskilled or semi-skilled construction labour, include the 

costs of securing them and bringing them into the country.
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Chapter I I I

AGRICULTURE AND FISHINC

Agriculture

76. Agriculture is  one of the oldest occupations among Bahraini nationals 

specially on the three major islands Kuharraq, Um an Nasanand Ha war. The 

total area under cultivation has been increased by 665 dunums, or

1.9*7 per cent compared to 1976.^ Bahrain production o f vegetables in 1977 

increased by 4.174 tons, or by 23 per cent compared to 1976. The area under 

vegetable cultivatl'm  totalled 4,049 dunums in the seven municipalities of 

Bahrain during the year 1976/1977. The most common agricultural activ ities  

are vegetables and date production.

77. According to o ffic ia l 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 Bnolovment in the Agricultural Sector. 1Q77

Areas in Dunums Employment8

1 -  4 160
5 '  9 296

10 -  14) 
15 -  19) 623

2 0 -4 9 1 ,281
50 -  99 479

100 -  199 349
200 -  499 196

more than jj00 49
TOTAL 3,397

Source; Bahrain, Agricultural Directorate.

1J  One dunum » 1,000 square meters
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Table 21 : Land Utilization in Bahrain. 1975

Land Under: Area (in  dunums)-^/

Vegetables 2,815

A lfa lfa 3,046

Date Palms and Fruit Trees 10,631

Not in use

-  with scattered trees 10,725

-  bare 9,262

Unclassified 542

Total Arable Land^ 37,021

Source: PAO and Ministry of Commerce and Agriculture

j/  1 dunum * 1,000 square meters

2f 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  s t i l l  a source of employment for abour 4-5 per cent 

of the economically active population. A fter 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.

79* 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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59 per cent are cultivated. The total number of holdings under cultivation 

is  about 855, giving an average holding of 10.4 acres.

80. About two thirds of the agricultural land in 3ahrain is planted to 

date palms, and the remainder to about 40 types of fodder and vegetable crops. 

There are also a few types of fru it trees. A lfa lfa  is  a major cash crop, 

followed by tomatoes which is  the leading vegetable crop in terms o f total 

acreage. A lfa lfa  and other fodders are in keen demand.

81. Bahrain's agriculture is  facing a dwindling labour force caused by 

higher incomes in other activ ities, and the declining social status of. 

farming. The land tenure system is  complex. Sirty-two per cent of the land 

is  leased for a short period averaging 3 years. Agricultural practices are 

primitive; there is  lack o f agricultural credit. Marketing arrangements are 

inadequate, and urban development is  making some encroachment on agricultural 

land.

82. The Agricultural Department 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 a l l  animals except poultry, which receive 

a 50 per cent disoount on the cost of medioine. It  also provides discounts 

on items acquired from the department, such as shrubs, seeds, fe rt ilize rs , 

and spray for pest control. Discount for the 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 programne were provided with 

seeds, fe rt iliz e rs , spraying and tractor services free of charge. Those 

farmers also received price support for their output.
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Livestock

63. Statistics on livestock are not adecruate. The last estimate made by

FAO was for 1975* It reported about 6,000 heads of cattle, 4,900 sheep,

14,500 goats and 85O camels. The number of chickens was estimated about 

176,000, but this number has increased substantially. In 1974, the 

Agricultural Department began a programme for improving the quality of local 

sheep through the importation of the Awasi type (Kenyan) and selling the 

males to farmers. The department 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 commercial 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 Government 

and New Zealand recently formed a company "Bahrain and New Zealand Trading 

and Storage Company" for the importation of meat to meet Bahrain's demand as 

well as that of neighbouring countries. The company wi11iconstruct a 

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

the free zone of the Mina Sulman port.

89. Despite adverse climatic conditions, the 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 firs t  began to import feed to sell to egg 

producers at reasonable prices, which occasionally resulted ?n loss to the 

Government. Later the Government 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.
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90. Production of eggs is  hampered by the adverse climatic conditions 

and consequently is  being avoided by private investors. However, the 

Government established it s  own poultry farm in 1975. The farm, which is  run 

by the General Poultry Company, was equipped by West Germany at a cost of 

$1.8 million. It  is  to produce about 66,000 eggs a day at fu ll capacity. 

Current production is  about 22,000 eggs a day. Since Bahrain's anmial 

consumption of eggs is  estimated at about 45 million, the Government is  

considering expanding the fa c ilit ie s  o f the General 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 fu ll  capacity.

91. The quantity of imported poultry has increased in relation to local 

production. This might be the result of disease in local poultry. In fact 

deficit has been soaring, multiplying almost by 400 per cent between 1970 

and 1977» as shown in table 22.

Table 22; Quantity of Poultry Import. Domestic Products and 
Consumption (1970-1977)

Year Consumption Production Imports

1970 1,492 476 1,016
1971 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 c f 

agriculture are feasible without heavy subsidy and to advise the authorities 

on the level of resources needed, and on the most e ffic ient 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 th is study, the Government plans to formulate a 

long-term development strategy for the agricultural sec to r .^

Fishing

93. Fishing was Bahrain's major economic activity prior to the discovery 

of o il 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 shrimp 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 activ ities since the discovery of o il have led fishermen to 

seek other jobs. Other factors include the lack of interest bythe young 

people who can easily earn high incomes in other re latively  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 

is  far below domestic consumption. A lso, marketing methods are rudimentary

1/ ibid. pp. 1Ô-19
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leading to large price fluctuations of the catch in the local markets,

96. In order to provide an adequate supply of fish , the Government 

established it s  own fishing operation in April 1975» The Pishing 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 i s  heavily subsidized (see tab le23) since 

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

Table 23: Fishing Project Operations

Year

Catch

(tons)
Revenues

(HD)
Budgeted Cost 

(HD)

Budgeted Subsidy 

(HD)

1975 115 n.a. n.a. n.a.
1976 247 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, 3AFCC 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 fu lly  integrated in its  operations. No figures are
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available on the company's catch, but i t  is  believed to be 600 tons annually 

from Bahrain. In 1977, the company's gross sales amounted to HD 2.9 million.

The shrimp catch is  exported, largely to the 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 potential of shrimp is  about

1,000 tons, which is  not fu lly  exploited, although there are about 1,000 

dhows from Bahrain and neighbouring countries exploiting shrimp is  addition 

to the Bahrain Pishing 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 o f Oman. The study is  

expected to be completed by 1979» ^

1/ ib id ., pp. 19-21
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Tabic 24: Gross Sales and Capital of Bahrain Fishing Company!/

(Bahraini Dinars)

Year Ended June 30
Total cap ital 
employed

1970 1,865,08b 681, 1:86
1971 l,b06,720 682,660
1972 1,292,728 755,051
1973 1,827,150 966,186
1971» 2,108,709 1,203,129
1975 1,850,115 1,211,602
1976 1,991,980 l,3b9,223
1977 2,929,656 1,513,722

Source: Annual Report o f the Bahrain Fishing Company, various 
.issues.

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

THE HYDROCARBON SECTOR

I :  EXTRACTION OF CRUDE OIL 

Historical Background, and. Present State

100. The Bahrain Petroleum Company Limited (BAPCO) was formed in 1929 as 

a subsidiary of the Standard Oil Company of California (SOGAL). BAPCO 

played a crucial role both in the discovery of o il in Bahrain and in the 

later discovery of the vast o il reserves of Arabia.

101. The origins of BAPCO can be traced to December 1925» when Bahrain's 

f ir s t  o il concession was granted to a British  group named Eastern and 

General Syndicate. In 1927» an American corporation, Eastern Gulf Oil 

Ccmpar.,, secured an option from the British  Syndicate and promptly began 

exploring said mapping the island o f Bahrain. In 1926, these rights were 

transferred to the Standard Oil Company of California (SOCAL), and in the 

following month BAPCO was formed. In August 1930, the concession was formally 

assigned to BAPCO and this transfer became fu lly  effective 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 being 

varied, so that at one time it  covered a l l  of Bahrain's land and o ff shore 

area.

103. In 1930-1931, SOCAL surveyed the island and decided that the o il 

prospects were good. Bahrain's f irs t  o il well was sunk at Jebel ad-Dukhan, 

virtually  in the Centre of the Island in October 1931. On 1 June, 1932, o il 

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 to

some o il geologists, eventually led directly to the discovery of the world’s 

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

105. Oh 30 June, 1936, California Texas Oil Company Limited (CALTEX)

came into being, with the Bahrain Petroleum Company as the principal operating
1 /

company of the Caltex group. BAPCO-' is  now a wholly owned subsidiary of 

CALTEX Petroleum Corporation, which is  jo intly  woned by two United States 

o il multinational corporations: SOGAL and TEXACO Luc.

106. When Caltex was formed in 1936, o il production from the Bahrain fie ld  

stood 12,700 barrels per day. By 1970, f ie ld  production had reached a peak

of 76,000 barrels per day. The d rillin g  over the years of more than 300 wells 

for o il and gas and the investment of hundreds of millions of dollars, 

resulted in a total crude production of over 650 million barrels of o il by 

the end of 1976. Production from the fie ld s now averages 55t000 barrels of 

crude and 359 n il lion cubic feet of natural gas per day. A new proposal of 

offshore exploration <as submitted to the Government by BAPCO on behalf of 

it s  associated companies.

107. Discussions between the Ministry of Development and Industry and 

BAPCO on 100 per cent participation by the Bahraini Government in o ilf ie ld  

production and development and local marketing have continued along the year 

1978.

1/ BAPCO is  one of more than 80 companies in the CLATEX Group which is  
manufacturing and marketing petroleum products in more than 60 countries in 
Asia, Africa and Australasia.
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Production Figures for the Period 1966-1977

108. Since 1966 Bahrain has been receiving revenues from the Abu Saafa 

fie ld  located off-shore between Bahrain and Saudi Arabia. By an informal 

understanding between the two countries Bahrain receives half the net income 

from this fie ld . This source of revenue has been growing rapidly and has 

largely compensated the decline in production from the Bahrain fie ld .

109. In the production of petroleum, e fforts have been made in the last 

years to insure that the o il is  extracted completely. To this purpose, the 

most advanced methods available are increasingly u t i l iz e d .^  As surveys 

indicate that o il i s  being gradually depleted, serious explorations are under 

way to find new reserves in the country and i t s  off-shore area.

1 /
Table 25: Production o f Crude O il, 1966-1977'1/ (1,000 American Barrels/Tear)

1966 1968 1970 1974 1976 1977

Average 
annual rate 
of change

Bahrain 22,521 27,598 27,973 24,597 21.288 20.475 -  9.85

Abu SaAfa 11,488 22,733 27,310 45,000 39,000 45,000 + 29.17

Gradual and D ifferential Take-Over of the Hydrocarbons Industries

110. The Government of Bahrain has applied a strategy for the gradual 

take-over of the Bnirate's oil-extracting, gas gathering, o il refining, 

distribution and marketing branches. Crude o il now represents 60 per cent of 

the State's income. The principal fie ld  is at the centre of the main island. 

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

1J  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 (Arabic and English) p. 7.
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111. In September 1974» the 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 production and exploration o il 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 conseouently established and entrusted 

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

11?. A new step in the process o f take-over of the o il products marketing

and distribution was made in December 1976, following the transfer of property

and rights of marketing and distribution of o il products to the State-owned

Bahrain National Oil Company. 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 w ill

take place following different transitional stages of co-operation between%

the two public and private companies.^/

Bahrain National Oil Company (BANOCO);

A New and Growing Role

113. The Company was founded by an Bnirate 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 fie ld s  of 

o il and gas. According to the Government’ s policy, the Company acts in co­

operation with BAPCO, to assure the marimuiD possible revenue for the Qnirate. 

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

V "Bahrain, La Banoco chargée de la  distribution des produits pétroliers” , 
in; Le Pétrole et le Gaz Arabes, Vol.IX, No. 187, 1er Janvier 1977.



domesxic rca.rk=x o f o i l  products, namely car p e tro l, kerosene and d iese l 

fu e ls . 3ANQC0 became the only products d is tribu tor except fo r  je t  fu e ls  

storage and a ir c ra ft  supplies.

114. Ons of the objectives of the Company is that of in filitra tin g  the 

various facets of the o il industry from pumping to distributing o il 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 o il refinery with a capacity 

ëstimated at 280,000 barrels per day of crude o il and manufactures a l l  sorts 

of petroleum products. This Company also undertakes essential o il and gas 

f ie ld  operations on behalf of the National Oil Company of Bahrain. I t  owns 

the power generators which are used in its  various operations.

Government Control of Extraction and Domestic Product Marketing

116. The Bahraini Government has gradually taken over the country's o il 

and gas exploration and production, as well as the domestic marketing and 

distribution of o il products. On the other hand, o il refining and the export 

and marketing of o il 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 1973, it  took over the domestic marketing and distribution of o il products. 

CALTEX continues to own its  2^0,000 barrel-per-day refinery and to market the 

plant's output abroad. On 15 December 1979» an agreement giving the Bahraini 

Government fu ll control of the country's o il and gas exploration and production 

was signed by the Minister 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 basis of the book value as on 31 December 1978.^

^ "B a h ra in  Government Takes Over Pull Control of Oil and Gas Exploration and 
Production", Vol. IX, No. 199* Arab Oil and Gas, Paris, 1 January 1980,
p. 1 5 .

- 6? -
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117. In addition, Caltex holds a 12.5 per cent stake in the Bahrain

National Gas Company ( 3A.NA.GAS), which has operated a gas-gathering and 

treatment complex for associated gas from Bahrain's o il fie ld s since the 

end of 1979. The remaining part is  owned by the Bahrain National Oil 

Company (B&rfOCO) (75 per cent) and by the OPEC-sponsored Arab Petroleum 

Corporation (APICQRP) (12.5 Per cent).

Table 26: Crude Oil Production, Abu Saafa Field

(in  thousands o f United States barrels)

Year Production

1972 34,178

1973 39,411

1974 45,754

1975 21,327
1976 39,160

1977 40,377

Source: Mmistry 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 Caltex-owned refinery. The 

Government is  seeking a 60 to 70 per cent participation in the plant which 

processes a l l  of Bahrain's crude output o f around 50,000 barrel per day as 

well as 200,000 barrel per day of Saudi crude.-^

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

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

Arab Oil and Gas, Voi. 9, No. 208, 16 May 198O, p. 16.
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f ie ld  reached ?5*5 million barrels.-^ This put Bahrain's total 1978 production 

at 45*6 million barrels, ecuivalent to 125*000 barrels a day, the snallest 

production in the Gulf

120. The value of petroleum exports, including refined o il products, rose 

by 2.2 per cent in 1978 to 585*5 million Bahraini Dinars (about 1.47 b illion  

d o lla rs ), according to the report released on 29 July 1979 by the Bahrain 

Monetary Agency.

Domestic Consumption of Oil Products

121. In 1977, Bahrain's consumption of o il products amounted to 3,146 

barrels per day, some 20 per cent higher than in 1976. In 1979, Bahrain- 

consumed 132.1 million lite rs  of gasoline; 75 per cent of which was o f the 

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

Bahrain consumed 117.5 million lite rs  ox' gasoline. In the middle of the latter  

year, the price of the entire category of gasoline 95 bad been changed; the

75 per cent gasoline 90 was sold at 40 f i ls / l it e r  and the 25 per cent gasoline 

>3 at 60 fil/ lite r .^ /  The decline in the dredging activ ities led to a 

reduction in the diesel consumption from 146.3 million lite rs  in 1978 to 

114*5 million lite rs  in 1979* The diesel price remained at 22.5 f i l s  per lite r .

122. While asphalt consumption slightly  dropped from 23.4 million lite rs  

in 1978 to 21.6 million lite rs  in 1979, the LPG consumption rose from 18.1 

18.1 million lite rs  in 1978 to 21.2 million lite rs  in 1979* The price of 

LPG remained stable at 70 f i l s  per kilogram.-^

^  The Bahrain Monetary Agency, annual report, 1978, Bahrain, 1979* 

& Bnirate's News, Abu Dhabi, Ramadan 6, 1399, 30 July, 1979*

"Consultition and Prices of Petroleum Products in Bahrain", in: 
OAPBC Bulletin, Voi. 6, No. 5, Kuwait, ÛAPEC, May 198O, p. 31.



Table 27: PRODUCTION OP CRUDE OIL AND NATURAL GAS IN B A H R A I N ,  1968 -  1975

C A T E G O R Y 1968 1969 1970 1971 1972 1973 1974 1975

Crude Oil 
( in thousand 
metric tons)

3,792 3,320 3,847 3,761 3,508 3, 411 3,360 3,360

Rate of annual 
change (percent) . - - -  2.0 • -  6.0 -  3.0 -  1 .0 -  9.0

Natural Gas 
( in m illion  
cubic feet) 226,617 33,440 43,307 37,080 64,888 82,716 100,059 101,546

Rate of annual 
change (percent) - 25.5 29-5 -  14.0 75.0 27.0 21.0 1 .0

Source: "S tatio tica l Set o f the Arab World 1968 -  1975» Vol. 1, April 1979 ( in  Arabio)
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.aô.e 2á; Crude O il Production and Refining 

(In  thousands o f U.S. barre ls )

Production: Runs to Refinery

Year
Bahrain
Field Bahrain Arabian

Total 
Crude Run

Stocks
Processed

Total
Processed

1972 25,508 25,566 60,309 85,875 1,363 87,2331973 24,948 2U,382 64,744 89,626 1,127 90,7531974 24,597 24,586 64,834 89,420 1,975 91,3951975 22,309 22,113 49,901 72,014 1,119 73,1331976 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 Finance and National Economy.



NATURAL GAS

123« Bahrain possesses a 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 b illio n  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  net flared in Bahrain. During the period 1972-1975» the 

gas produced in the Etairate was re-injected in its  o ilw ells. This may be 

related to the fact that the country is  the f ir s t  Arab and Middle Eastern 

o il exporter to face the run-off of its  domestic hydrocarbon reserves in the 

short term. By re-in jecting a l l  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 associated gas. 

However, in 1976 and 1977» one fourth to one third of the produced gas was 

re-injected in the oilfields.-^/ In this respect, the following consideration 

may be kept in mind: .-») that constant and re latively  subtantial amounts of

gas have been re-injected over several years in the oilw ells, while the 

la tte r 's  output was declining regularly; b) that the development of gas­

consuming industries created an increasing demand for gas; auid c) that the 

economic value and marketing opportunities of gas were increasingly 

recognized.

1/ See Table 29



*: Production and Utilization of Natural Gas in Bahrain, 1979

( in million cubic feet)

Produced Utilized Flared Percentage of Flared
to Produced

176,569 H2,467 34,102 19.3

Source; Vol. 7, No. 3, QAPBC Bulletin, Kuwait, March 1981» 
p. 12, Statistics (Production and Utilization  of 
Natural Gas in Q&PBC Countries, 1979)

Table 30; Natural Gas Production, 1974-1977
(in  million cubic feet)

Period Arab Khuff | Total

1974 20,803 79,256 100,059

1975 20,251 81,295 101,546

1976 20,362 87,102 107,464

1977 18,930 102,298 121,228

Source: State o f Bahrain, M inistry o f State fo r
Cabinet A ffa irs , Directorate of Statistics: 
"Statistica l Abstract 1977", Bahrain, 
October 1973, Table 68, p. 102.
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Table 31; Katural Gas Distribution in Bahrain, 

(in  million cubic feet)
1974- 1977^

Period Electricity Alba Refinery Re-injected Awali Total

1974 7,464 40,880 21,332 30,307 76 100,059

1975 10,252 40,870 22,181 28,136 67 101,546

1976 12,616 41,833 22,408 30,533 74 107,464

1977 16,167 42,096 25,129 37,765 71 121,228

Table 32: Natural Gas Production.and D istribution^

(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 79,256 87,100 102,298

Total 64,888 82,855 100,059 101,546 107,460 121,228

Di stribution^/

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

Refinery^/ 7,920 12,045 21,332 22,181 22,400 25,129
Re-injected 23,929 26,280 33,307 28,136 30,530 37,765
Aw&li domestic — — 76 67 70 71

Total 64,861 82,855 100,059 101,546 107,440 121,228

Source-, Ministry of Industry and Development

§/ Excludes small amounts of flarea gas and total distribution may not equal 
total production.

b/ Includes the low sulfur fuel oil fa c ility  beginning 1973.

State of Bahrain, Ministry of State for Cabinet A ffa irs , Directorate of 
Statistics: Statistical Abstract, 1977, Bahrain, October 1978, Table 69,
p.103.

WORLD BANK: Report No.
Prospects", 28 June, 197 "Bahrain, Current Economic Position and
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1 !
1?5. According to another source,about 2б per cent of the gas 

produced in 1977 was re-injected. ALBA's aluminium smelting plant consumed 

35 per cent of the total gas production, the Bahrain Petroleum Company 

( 3&PC0) used ?1 per cent of the gas in its  refinery operations, and the 

rest, 18 per cent, was used for the generation of e lectric ity  and for 

local consumption.

Pall in Oil Versus Rise of Gas

126. In 1979, production of crude o il decreased in Bahrain while 

production of natural gas increased. According to the last report 

published by the Bahrain Petroleum Company, crude o il output amounted to 

51,345 barrels per day in 1979, against 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.

Table 33 : Gas Utilization in Bahrain in 1979

Utilization Quantity (in  million ft .^ )

used to feed ALBA complex with energy 118

CALTEX refinery 78

for electric ity  power generators 79

re-injected in o il wells 113

Total 389

Source; Bahrain Petroleum Company, Annual Report 1979

1/

I

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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Associated Gas

127. Sfforts are being executed by the National Petroleum Company of 

3ahrain for the fu ll exploitation of the hydrocarbon resources of the 

country. The National Petroleum Company has been encouraged to continue 

it s  project for recovering gas from the o il fie ld s, 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 w ill 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 w ill be conserved.

128. The project for gathering and processing gas envisages the use of 

100 million cubic feet per day of gas to produce annually 80,000 tons of 

propane, 75t000 tons of butane and 215»000 tons of natural gasoline. The 

work should be completed in the course of 1980.^/

Gas Gathering and Processing Facility

129. Bahrain's gas gathering and processing fa c ility  involving an invest­

ment of more than $80 million is  to be constructed. This is  the Eknirate's 

f i r s t  sizeable industrial venture since its  participation in the aluminium 

snelter in 1968. The gas gathering project, w ill collect the associated gas 

from Bahrain's onshore o il fie lds and produce propane, butane and naphtha 

for export is  the firs t  major project to be undertaken by the 18-month-old 

Bahrain National Oil Company ( BANOCO). Ifenoco is  the youngest state o il 

company in the Gulf, though Bahrain ranks as one of the oldest o il producers.

V AOG, 1 March and 16 April 1978.



At present the associated gas is  either flared or vented at an estimated 

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

130. A subsidiary company is  to be set up by Banoco to manage the 

project. The proposed capital o f the new company is  £20 million, with 

minority stakes of 12.5 per cent held by each of the Arab Petroleum 

Investment Corporation (Apicorp) and Caltex, whose subsidiary, the 

Bahrain Petroleum Company, manages the island 's o il fie lds. 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 f90 million. Construction was 

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

131. This gas gathering and processing fa c ility  is  seen as a move by 

Bahrain to conserve it s  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  in itia l  

borrowings within five years.



SNERGY CONSERVATION

132. When the National Petroleum Company of Bahrain was established, 

one of its  main objectives was the conservation of the underground energy 

resources that have been exploited since the 1930s and that, consequently, 

are being gradually depleted.

133. Bahrain's limited crude o il reserves and declining production 

are proportional to the giant size of its  export-oriented refinery.

However, Saudi Arabia handed over 50 per cent of the ownership of Abu Saafa 

o il fie ld . This has, conseauently, compensated for the decline in

crude reserves and partly covered the feedstock defic it in the giant 

refinery. Operating companies had recourse to Saudi and foreign supplies. 

While the - :de and gas extractive sector appeals for moderate cautious 

extraction policies, the size of the o il refinery pushes for a systematic 

and extended o il supply and, subsequently, gas production in order to 

insure a high degree of utilization  of the existing capacity.

134. The gas which is  presently used in aluminium smelting, e lectricity  

production and other local forms of consumption represent a l i t t le  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 requirements 

of pressure-maintenance and secondary recovery in the crude oil fie lds

the Bnirate 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 not already reflect a grave challenge to Bahrain's 

economic structure and policy. In any case, dependence of the aluminium 

smelter., electricity generators and other domestic consumption on o il -  

related gas indicate the limited diversifying effect of gas in the largely
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Table 34: Bahrain Oil Wells. 197Q-1Ç77

Hell
Condition

Tear

1970 1971 1972 1973 1974 1975 1976 1977

Completed 256 263 270 276 286 294 302 ЗО5

Producing Oil 203 215 211 203 207 212 225 229

Prodncing Gas 8 8 10 13 11 15 14 17

Gas Injections 7 7 7 6 5 5 8 8

Closed 
Under Repair 16 10 16 26 26 26 26 26

Abandoned 22

1________

23 26 28 . 28 28 28 28

Source: State of Bahrain, Ministry of State for Cabinet A ffa irs ,
Directorate of S tatistics: "S tatistica l Abstract 1977” ,
Bahrain, October 1978» Tiable 60, p. 93.



Table Vv I FORECAST OF TOTAL NATURAL CAS CONSUMPTION 

(In  m illion  f t?  of Khuff gas equivalent)

Year .Power Generation 
BSED

ALBA Reflnery ВЛРС0
(Gas In jection )

Avail
Domestic

Total 
Gas Con­
sumption

■ Cumulative Gas 

b i l l io n  f t  . 3

Consumo: ion 
%  of actuul 
reserves

1978 19,110 • A2.010 34,740 33,980 130 129,970 254 2,5

1979 21,960 A2.010 36,570 35,060 130 135,730 390 3.9

1980 2A.600 A2.010 38,390 35,800 130 140,930 531 5.3

1981 27,520 A2,0l0 38,740 36,880 iio 145,260 676 6.8

1982 30,800 A2.010 38,740 37,620 110 149,280 825 8.3

1933 ЗА,510 A2.010 38,740 38,700 110 154,070 979 9.8

198 A Э8.6А0 A2.010 38,740 39,440 110 158,940 1,138 11.4

1985 A3,280 A2.010 38,740 40,190 90 164,310 1,303 13,0

1986 A7.630 A2.010 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 63,330 42,010 38,740 42,710 90 186,930 2,014 20.1

1590 69,730 A2,010 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

S o u r c e :  H o to  C o lu m b u s : BSED T h e rm a l P o w er P l a n t  S tu d y



oil-dominated, economy of Bahrain. Finally, the steady increase in the 

price of crude to which the price of gas is increasingly aligned, opens 

up new prospects for the economic relationships existing between both 

local refining and crude ava ilab ilities  and between gas utilization and 

availab lities.

Table 36: Total Commercial Energy Consumption Forecast for Bahrain

Most lik e ly  Outcome of Three Scenarios (10^ metric tons)

1975 1985 1990 2000

2.10 4.23 5.02 7.47

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

Oil Revenues: Recent Trend

135* In 1978 o il 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. I f  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. At that stage, Bahrain's 

reserves would s t i l l  be about 50 million barrels. Thus Bahrain may 

remain se lf-su ffic ient in crude o il beyond the year 2000.^

136. In 1977 o il exports increased in value by 23-5 Per cent to 

BD572.5 million, or to $1 ,465.5 million, while o il imports increased by 

31.5 per cent to BD357.8 million, or to $922 million. In the same year, 

oil revenues rose to BD 180.7 million, including revenues derived from

l/  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
cubic feet league.



Abu Saafa production, or to $455.7 million. According to the Financial 

Times, Bahrain's o il, together with the o il derived from the offshore 

fie ld  of Abu Saafa, which is  shared with Saudi Arabia, is  expected to 

provide in 1978 an income of $404.5 million out of total revenues 

estimated at $700 million. However, as a result of price increases 

decided by OPEC and adopted by Bahrain, the country's o il revenues are 

expected to rise  in the same year to BD205 million ($580 m illion), thus 

raising its  o il revenues at a time when production continues to decline.

In the firs t  quarter of 1979> Bahrain's crude o il production amounted to 

BD51*000 as against HD55»317 for the whole o f 1978 (AOC, 15 April 1979).

A production record of BD76,639 was attained in 1970.-^/

Exploitation c 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 turbines with a low output thermal capacity, leaves 

sizeable quantities of energy unused. Accordingly, i t  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  also possible to u tilize  this energy in the following ways: 

(a ) By putting it  to work in the^,form of high/low steam pressure, hot air, 

etc.; (b ) Electric power generation 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 -  Oil Revenues May Increase by 28 per cent in 1979” 1 Vol. V III, 
No. 189, Arab Oil and Gas, Paris, 1 August, 1979» PP* 16—17*



Table 375 Valuó of Oil Exports and Imports

In U.S. Dollars 1977 V

Bahrain
Crude
Exports

Saudi
Arabian
Crude
Exports

Value
Tota l
1977
Exports

Saudi
Arabian
Crude

'Imports

Other
Crude
Imports

Value
Tota l
1977
Imports

Not
Crude Baiane0 
Value in 
U.S. Dollars
1977

256,478,894 962,210,301 1 ,218,609,195 091,673,35? 14,099,823 906,573,175 + 310, 116,020

\J The Bahrain Petroleum Company (BAPOO), in State of Bahrain.
Ministry of State fo r Cabinet A ffa irs , Directorate of S tatistics, 
Statistica l Abstract 1977, Bahrain, October 1970 (compiled from 
tables 70 and 7 1 , 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 207 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°Pt thereby, recovering most of the wasted energy and bringing 

capacity up to 89.8 per cen t.^

1/ The study was undertaken by a UNWO/World Bark mission
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i l: OIL REFINING

Historical Background

13S. In 1936, four years after o il had been discovered in Bahrain, a 

small refinery was under construction to process the o il from the new 

field.-!/

140. At the outset of their operations CALTEX subsidiaries comprised 

the Bahrain Petroleum Company Limited and six marketing companies based

in Australia, New Zealand, China, the Philippines, India and A frica. They 

produced 16,400 barrels of crude o il per day from the Bahrain fie ld  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 a ff ilia te d  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 o ilf ie ld  is  processed at this huge plant, together with sizeable 

quantities of crude o il available to CALTEX from other sources, via tanker 

shipments from Bahrain's Sitra Island wharves. The refinery serves 

customers throughout 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-Bahrain pipeline. When the f i r s t  12-inch pipe was la id

in 1943* with 17 miles of the line under water, i t  was the world's largest 

commercial submarine pipeline.

^/ CALTEX, a panorama of petroleum, New York, 1969. CALTEX PETROLEUM 
CORPORATION, pp. 11 and 13.



Table 38; Crude Oil Runs to Refinery, 1970-1977

(in  thousand U.S. barrels)

Source 1970 1971 1972 1973 1974 1975 1976 1977
Bahraini 27,941 27,392 25,567 24,882 24,586 22,113 21,212 21-, 237

Arabian 63,518 65,943 60,309 64,744 64,521 49,901 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 1,127 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 o f  Bahrain, M inistry o f State fo r  Cabinet A ffa ir s , D irectorate o f
S ta tis t ic s : "S ta t is t ic a l Abstract 1977", Bahrain, October 1978, Table 59»
P. 92.
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142. 3APC0's re fin ery  has become the largest o f the CA1TEX processing 

plants, manufacturing a wide range o f fin ished petroleum products including 

LPG, gasoline, naphthas, je t  fu e ls , kerosenes, gas o i ls ,  fuel o i ls ,  marine 

bunkers and asphalt. The wide range o f  products manufactured by the 

re fin ery  are shipped abroad to CALTEX, SGCAL and TEXACO customers, through 

BAPCO's S itra  terminal which loaded i t s  f i r s t  cargo (crude o i l )  on the

"E l Segundo" in June 1934» Many major investments and modifications have 

since been introduced to  the terminal and wharves which enable them to 

berth an average o f ICO vessels a month o f  up to 110,000 DWT in s ize .

143. The re fin ery  continued to  operate at a high le v e l throughout 

1978. A to ta l o f 89,952,745 United States barrels o f crude o i l  and other 

stocks were processed during the year, representing a da ily  average o f 

246,446 barre ls . See table 39*^

Table 39: Crude Oil Runs to Refinery

Category o f Crude Processed U.S. Barrels

Bahraini 20.237,013

Arabian 68.96^496

Total crude 89.206,509

Other stocks processed 746,236

Grand to ta l fo r  1978 89.952,745
Daily average 246.446

Products Manufactured

Naphtha 9-631,267

Gasoline 11.099,416

Kerosene 911,682

Aviation turbine fuel 11.755,193
Diesel o i l 23.875,962

Fuel o il 29.373,382

Asphalt 1.306,654

Heavy lube d is t i l la te 379,304

Total 88.333,860

U  3APC0 Annual Report 1978, p. 3.



- 83 - 1
143. Much progress has been achieved on the two interdependent projects, 

re ferred  to c o lle c t iv e ly  as the P ro ject fo r  the Centralized Power and 

Steam Generation, to replace ex is tin g  power f a c i l i t i e s  and to modernise

the e le c tr ic a l d istribu tion  system in the Refinery. Seventy-five per cent 

o f the overa ll p ro ject was completed by the end o f 1978.

LPG Storage and Pumping F a c i l i t ie s

144. With the in s ta lla tion  o f  a new manifold LPG storage and pumping 

f a c i l i t i e s  have been s ign ific a n tly  upgraded. Design work was completed 

on a $2.5 m illion  asphalt converter. When commissioned in mid-1979, "the 

new unit was to  have a capacity o f  17,000 long tons per month. The project 

w i l l  eventually increase the to ta l asphalt production capab ility  to

29,000 long tons per month. The fin a l phase o f the p ro ject to  increase 

bulk asphalt shipping f a c i l i t i e s  was to be completed during the f i r s t  

quarter o f 1979. The p ro ject in  to ta l has involved the purchase o f addi­

tion a l road tankers and the in s ta lla tion  o f new pumps, a heater, piping 

and loading f a c i l i t i e s .  The to ta l cost o f the pro ject is  $2 m illion . Bulk 

shipments o f asphalt from the BAPCO plant, prim arily to  the Gulf region, 

increased by 20 per cent during the previous year and averaged 13,829 long 

tons per month.-l/

1/ BAPCO Annual Report 1978, p. 5*
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Table 40: Crude Oil Produced and Processed . 1967-1977

( in  thousand U.S. barrels)

Year Produced Processed

1967 25,370 89,166

1968 27,598 84,545

1969 27,774 85,987

1970 27,973 92,725

1971 27,346 94,089

1972 25,508 87,239

1973 24,943 90,753

1974 24,507 9 1,0 8 2

1975 22,309 73,133

1976 21,238 80, 792

1977 21,237 95» 233

Source: State o f Bahrain, M inistry o f  State fo r  Cabinet
A ffa ir s , D irectorate o f S ta t is t ic s : "S ta t is t ic a l
Abstract 197” '. Bahrain, October 1978, Table 61, 
P. 93-



Table /|1 ; Refined Oil Products

(in thousands of U.S. barrule)

Period Naphtha Motor
Spirit Jet Fuel Kerosene Gas Oil Diesel

Oil
Heavy Lub. 
Diet. Fuel Oil ABphalt L.P.G. Othors Total

1967 8425 — 13407 2264 — 13326 638 37844 18 — 8431 84352

1968 6042 — 15227 1895 — 13682 IO84 35076 41 — 6946 79993

1969 7640 — 13752 1102 — 16147 954 35551 19 — 8037 83202

1970 7462 — 13892 1075 — 16993 1098 39347 136 — 8225 88228

1971 5559 — 15634 1139 — 19265 I I 65 38739 186 — 8263 8995i>

1972 6070 — 15033 950 — 20400 — 35453 320 — 7335 8556]

197 3 7652 8598 11839 1528 14227 5477 706 35872 356 — — 86253

1974 10070 9733 7310 3681 11684 6600 666 37877 261 — — 87882

1975 5488 9617 8515 3265 I 6264 3/187 526 20074 548 190 — 76364

1976 7919 9520 7833 5361 16017 3450 71 26476 839 255 — 77750

1977 9062 9829 11743 3265 20346 3226 344 33687 1084 377 — 92962

Source: State o f Bahrain, M inistry o f State fo r  Cabinet A ffa ir s . D irectorate o f S ta t is t ic s :
Bahrain, October 197^, Table 65, p. 99»

"S ta t is t ic a l Abstract 1977",



Table 42. -  86 -

1r
CRUDE OIL PRODUCED A M ) PRO CESSED  ( JSS3 — 1377 )

Thousand U.S. Parre ls

State of Bahrain, M inistry o f State fo r  Cabinet A ffa ir s , D irectorate 
o f S ta t is t ic s : "S ta t is t ic a l Abstract 1977", Bahrain, October 1978, p. 9^.

Source:
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Production o f  Crade and. Refined Products

145. According to  the 1977 annual report o f the Bahrain Monetary Agency, 

the production o f  crude o i l  in 1977 was almost equal to that o f  1976,

i . e . ,  21.2 m illion  barrels . The en tire  production fed  the Emirate's 

re fin ery , which in 1977 processed 95*2 m illion  barrels o f  crude (17.8 per cent 

more than in 1976) end produced 92.6 m illion  barrels o f refined products.

The production o f avia tion  fuel increased by 49-7 per cent, lube o i l  by 37 per 

cent, asphalt by 29 per cent, fuel o i l  by 27 per cent, naphtha by 14 .4  per cent 

and gasoline by 3 per cent. On the other hand, the re fin e ry 's  kerosene 

production dropped by 39 per cent.—̂

146. In 1979» the production o f  petroleum products in  Bahrain added up 

to 244.2 thousand barrels  per day, compared with 242.0 thousand barrels  per 

day in  1978. The production o f gas o i l  decreased from 57.7 thousand barrels 

per day in 1978 (23.8 per cent o f the 1978 to ta l refined production) to  55.4 

thousand barrels  per day in 1979 ( 22.7 per cent o f 1979 to ta l ) ;  gasoline 

production a l jo decreased to 25-3 thousand barrels per day in  1979 0r  10.4 

per cent o f the to ta l)  against 30.4 thousand barrels per day -  or 12.6 per 

cent in 1978. On the other hand, the naphtha production increased to  29.4 

tnousand barrels uer day or 12.0 per cent in  1979» compared with 25» 2 thousand 

barrels  per day or 10.4 per cent o f the to ta l in 1978.^/ Production o f

asphalt increased s ligh t ly  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 s ligh tly  in 1978 but maintained i t s  share o f 1.G per

?/cent o f the to ta l refienery  production.

^  Arab Oil and Gas, Vol. V II, No. 16 7 , Paris, 1 Sept. 1967, p. 13.

2/
u  QAPEC: "Production o f Petroleum Products in Bahrain, 1979", in 0АРЭС 

B u lletin , Vol. 6, No. 5, Kuwait, May 198O, S ta tis tic s , p. 31.



Table 44: Production o f Petroleum Products in Bahrain, 1979

(in  thousand BD)

1979 1978 Percentage
o f

ChangeProducts Quantity Percentage Quantity Percentage

LPG 1.3 0.5 1.2 0.5 8.3

Naphtha 29-4 12.0 25-2 10.4 16.7

Gasoline 25-3 10.4 30.4 12.6 ( 16 . 8)

Jet Fuel 32.3 13.2 32.2 13.3 0.3

Kerosene 2.4 1.0 2.5 1.0 (4 .0 )

Gas O il 55-4 22.7 57.7 23.8 (4 .0 )

D iesel Oil 9-5 3.9 7.7 3.2 23.4

Heavy Lube 
D is t i l la te 0.4 0.2 1.0 0.4 (60.0)

Ftfel O il 84.4 34.5 80.5 33.3 4.8

Asphalt 3.3 1.6 3.6 1.5 5.6

Total 244.2 10C.C 242.0 100.0 1.0

Table 45: Refined Products Consumption in 3ahrain, 1973 -  1977'^'

(Aggregate Consumption in HD1,000, per capita consumption in barrels per annum, 
and population in thousands)

Year
Aggregate
Consumption

Average 
Annual 
Growth ?.ate Population

Per Capita 
Consumption

1973 2.0 27.5 236.0 3.1

1977 5.3 17.9 1.7

1 /
—/ A1 Wattari, Abdelaziz, "O il Downstream: Opportunities, lim itations,

P o lic ie s " , Kuwait, 1?30, Organisation o f Arab Petroleum Exporting 
Countries, Table 2b, p. 68.
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Table 46: Consumption and Prices o f Petroleum Products in Bahrain

Products
1979 1978

Ccn.ru.-p tier, 
(m illion  l i t e r s )

Consumption 
(m illion  l i t e r s )

Price

Gasoline^/ 132.1 117.5 -) r\ f A r\ 1 M /1 4 
jw y  ¿ fu  j. x  v C x

Diesel 114.5^ 22.5 f i l s / l i t e r 146.3 22.5 f i l s / l i t e r

Asphalt 21.6 8 3D/LT 23.4 8 bd/lt -̂ /

LPG 21.2 70 fils/ k g . 18 .1 70 fils/ kg .

Source: GAPEC B u lletin , Vol. 6, No. 5» Kuwait, Kay 1980, p. 31

1/ In 1978 a l l  gesoline 95 with price change mid year. In 19791 75 per cent 
Gasoline 90 at 4C f i l s / l i t e r ,  25 per cent Gasoline 58 at 60 f i l s / l i t e r .

2/ Reduction caused by decline in dredging a c t iv it ie s .

y  Domestic market price 

Source: O ffic ia l Information.

Table 47: Value o f Refined Oil Exports

(In  m illions o f U.S. do llars )

Year Total Value
Attributable to 
Bahrain Crude

1972 240.11 63.11

1973 305.8° 87.39

1974 988-71 264.46

1975 892.73 252.20

1976 1.002.53 247.14

1977 1,010.14 21 2.23

Source: M inistry o f Development and Industry

I

■
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WITHDRAWAL OF UNITED STATES MULTINATIONAL CORPORATIONS AND FURTHER SAUDI 
INVOLVEMENT

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

145* Bahrain has been providing 50»C00 barrels per day o f i t s  domestic 

production fo r  the running o f  the Bahrain Petroleum Refinery. This amount 

represented 20 per cent only o f the crude processed by BAPCC .'.efinery.

Saudi Arabia, which had already considered sharing the Abu Saafa o i l  revenue 

with Bahrain and which had purchased a notable share in the Aluminium 

Bahrain Company, has committed i t s e l f  to providing the Bahraini Government 

with BD 100,000 o f Saudi crude o i l  at o f f i c ia l  sale prices.-^/ This amount 

w ill p a r t ia lly  meet the BD 250,000 capacity o f the BAPCO Refinery.

146. This Saudi-Bahraini arrangement w ill  permit the Bahraini Government 

to secure 60 per cent o f the crude supplies required by BAPCO. I t  is  a 

measure which must be re la ted  to the Bahraini Government's ob jective to 

take over a sim ilar share in the R efin ery 's  to ta l em iity. Standard o f 

C a liforn ia  and Texaco have been supplying BD 200,000 o f the R e fin ery 's  to ta l 

capacity o f BD 250,000. The Government's takeover o f the 60 per cent share 

w ill  reduce these two companies' share o f feedstock to BD 100,000, a quantity 

which they w ill  provide from th e ir  respective shares in the group o f the 

Arab-American company (ARAMCO).

2/ "Bahrain: Grâce à 100,000 b/j de pétrole séoudien, le  gouvernement
pourra fournir 60jf du brut t ra ité  par la  ra ffin e r ie  de la BAPCO" in: 
Vol. X II, N0. 270, Le Pétro le et le  Gaz Arabes, Paris, 16 juin 19^3. 
pp. 13, 14 (re fe rr in g  to a declaration o f Mr. Youssef Shirawi, Bahrain 
M inister o f Industry and Development).
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147. Thus, co-operation in the crude o i l  sector between Bahrain and 

Saudi Arabia w ill permit the Slnirate to hold an equity m ajority in the o i l ­

re fin in g  sector, thereby enlarging i t s  ro le  in th is  sector, both in the 

supply o f  crude o i l  to the re fin ery , in ownership and in the exportation 

o f petroleum products. This arrangement w ill  become e f fe c t iv e  on 1 July, 

1980 according to the Bahrain M inister o f Industry and Development. The 

Government w il l  pay Texaco and Standard o f C a lifo rn ia  a compensation which 

w ill  be calculated on the basis o f  the net accounting value o f BAPCO's 

assets. Further developments in the o i l  sector in the future w i l l  progress­

iv e ly  depend on Saudi-Bahraini co-operation and on sectoral in tegration .



Chapter V

THE ALUMINIUM INDUSTRY

Growth o f  Eroduction and Consumption, 1935-1977

148. World aluminium consumption has grown at an exceedingly st«.°p 

rate within the la s t 40 years, being well ahead o f  that o f trad ition a l 

structural m aterials throughout th is  time. I t s  growth was espec ia lly  

marked over the '960-1970 period. Although a fte r  the p rice  explosion 

th is  trend' has s lig h t ly  declined, in comparison to  other structural 

materials, aluminium remains to account fo r  the highest consumption 

growth rate . This unprecedented steady growth is  based on a high standard 

o f systematic research and development work throughout the world, relying,: 

in turn, on e f fe c t iv e  co-operation between producers and consumers, 

irrespective  o f the economic system or the extent o f indu stria liza tion  in  a 

given country.

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

World Consumption' 
(m illion  metric tons) Growth Indices-

1935 0.3 1977/1935 50.0
1950 1-5 1970/1960 2.2
I960 4.5 1977/1960 3.3
1965 6.5 1977/1970 1.5
1970 10.2
1975 11.3
1976 13.1
1977( .’ stimate) 1 5 .C



Production and Consumption Forecasts fo r  Aluminium and, other Structural 
Materials u n til the Year 2000

149* The future aluminium trends indicate that the dramatic ris* o f 

aluminium world consumption over the 196C-1970  period, corresponding to 

an annual  growth rate o f  8—10 per cent, may drop in the coming years to about 

one-half. Moreover, i t  seems h igh ly probable that in  the years ahead the 

share o f developing countries in  aluminium operations and consumption w ill  

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

industria l countries is  expected to  grow from 9 .1 m illion  tons to 19 m illion 

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

countries may r is e  by f iv e - fo ld ,  expanding from 800,000 tons to 4 m illion  

tons.-^/

150. I t  w i l l  be observed from the above that by 1985 the share o f 

developing countries in world smelting capacities may reach 17 per cent o f th 

to ta l in sta lled  world capacities. Under these circumstances, the target, 

suggested at the 1975 UNIDO General Conference in Lima that by the turn o f 

the century developing countries should account fo r  25 per cent o f to ta l 

world industrial production, appears to be consistent in so fa r  as to share 

o f the developing countries in world aluminium smelting is  concerned.

151. In the industrial countries, wnere energy has become a crucial issue, 

an upswing in the use o f aluminium may be anticipated in the manufacture of 

veh icles, e le c tr ic a l engineering, heat-exchangers, containers and components 

fo r  the mechanical engineering industry, as well as in camping and sports 

items. Growth in the usage o f aluminium in the building and packaging 

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

1J Papers presented at UNIDC Seminars and workshops held in 1977 and 1978 in
Vienna and Budapest, respectively. See also UNIDO's document ID/WC.25O/18
dated 26 August 1977.
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152. In the developing countries, at f i r s t  e le c tr ic a l engineering may 

make a headway in aluminium usage, together with the packaging industry, 

particu larly  in such areas as new f ish e r ie s , da ir ies  and food canning 

fa c i l i t i e s .  Household appliances, too, may be a rap id ly expanding ou tlet.

At sortie la te r  time, other end uses w il l  enter in to the picture depending 

on the economic pattern, geographic s ituation  and other circumstances 

p reva ilin g  in each country. Modern agricu lture s i l l  c a ll fo r  up-to-cats 

c jld -storage rooms, ir r ig a tion  systems, submarine desalinating fa c i l i t ie s  

and building structures. A l l  o f  these a c t iv it ie s  w il l  require the 

u t iliza t io n  o f aluminium. In the manufacture o f transport vehicles and 

mechanical engineering, operations w ill  be at f i r s t  confined to assembly 

work followed at some la te r  time by the manufacture o f  special components 

and products, i . e .  high-standard castings. I t  is , therefore, desirable 

that upon the in s ta lla tion  o f new manufacturing capacities e ffe c t iv e  

arrangements are made fo r  the co llec tion  and recyc lin g  o f scrap m aterials, 

which are usually in the order o f 21-26 per cent o f  aluminium input.

The P ric in g  o f Structural Materials and Forecasts as to Future Pricing Trends

153. The world market prices o f the principal structural materials and 

their pric ing in re la tion  to a’ uminium over the i 960 -  1977 period are summed 

up in the fo llow ing table 49*

154. An analysis o f the pricing trends in th is  table w ill c learly  

demostrate that a marked sh ift in favour o f aluminium has taken place to 

the detriment o f copper and s tee l. The 1973 r ise  in o i l  prices did not 

s ign ifica n tly  a ffe c t  the re la tiv e  pricing o f metals. Fluctuations in 

aluminium and copper prices were la rge ly  due to market speculation. (See 

tables 49, pC and S i).



T a b le /)9 : Moan World P r i c u b o f Gome Selected Structural M ateriale,
lia sod on Annual Avora/'e Quotaiions in Current P ricer

(In  U.S. d o lla rs  per ton)

Material I960 IO65 1970 1975 1976 1977

A 1 uminium^/ 577 545 61/1 860 969 1.10 8

Copper^ 71? 780 1.393 1.205 1.381 1.293

Lead 265 26 0 304 412 446 617

Zinc 287 320 296 745 711 589

T i n n.a. 3.4?8 3.673 6.870 7.583 10.798

Steel b i l le t s n.a. n.a. kb.93 173 168 154

PI as lien  (PV C )^ 350 351 359 64? 566 619

C e m e n t 7 8 10 20 n.a. 25

Moan p rice , ex-nineltor

2/ Cathode copper

i / Mean pri Ci in Federal Republic o f  Germany

I
“■O(T\
I



Table 50i R e la tive  P ric in g  o f Some Structural M aterials 

(Aluminium mean p rice  taken aa 100)

Material I 960 1965 1970 1975 1976 1977

Aluminium 100 100 100 100 100 100

Copper 123 143 22 7 140 142 117

lead 45 48 50 48 46 56

Zinc 50 59 48 86 73 53

Tin - 629 590 799 78 2 975

Steel b i l l e t - - 15 20 17 ' 14

Plast i  on 61 64 57 76 58 54

Cement 1 .2 1.5 1 .6 2.3 _ 2.
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Table 51: Aluminium Prices

(US cents per pound)*

1973 25.ЗЗ

1974 34.06

1975 39.79

1976 44.34

1977 5 1 .З4

*
V irgin  unalloyed, lin got at New York

155* Forecasts published in the world press unanimously agree that 

the 1970 le v e l o f r e la t iv e  p ric in g  o f  structural m aterials w il l  persist 

in the long-term, though in absolute terms they predict r is in g  prices 

throughout the coming y e a rs .^  Such price hikes are considered to be 

necessary to ensure the economical operation o f new capacities coming on 

stream., although the magnitude o f  the r ise  may be less than that o f o i l . J

S u ita b ility  o f Aluminium from a Technological and Financial Point o f View 
For New Applications and fo r  Replacing other Structural Materials

156. Any e f fo r t  fo r  rep laing a structural material by another is  aimed 

at taking the utmost advantage o f the la t t e r 's  most useful properties. In 

assessing such prospective benefits  in respect o f a given country or area -  

next to the a v a i la b l i l i t y  o f raw material and power on s ite  -  the fo llow ing 

circumstances would have to be taken into account:

1 / Revue d'Aiuminium, P aris, No. 471:3:112. 1973

л /£
-  Dowding, !•;.?. The World of M etals, Metals and M a te r ia ls . London, 1973.
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-  The economic structure and the d istribu tion  pattern o f 

cap ita l; prevalence o f  independent small and medium-sized 

enterprises and o f industry and agricu lture that are 

con tro lled  by large concerns or public corporations:

-  The volume o f experience o f loca l manpower;

-  The pattern o f the domestic market, and the extent to  which 

the la tte r  may be influenced by intervention on the part o f 

government agencies.

lf>7. Applying these considerations to aluminium, a combination o f 

favourable and detrimental factors emerge, which may be dealt with in 

d eta il in the case o f Bahrain in the fo llow ing pages.

D if f ic u lt ie s

158. The two basic considerations in in s ta llin g  an aluminium smelter 

are abundance o f cheap power and a v a ila b il ity  o f large cap ita l, the la tte r  

fa r  exceeding that required fo r  setting up other raw material production 

fa c i l i t ie s .  Bauxite and alumina operations on s ite  or in the region are 

not an absolute prerequ is ite , since, alumina can be ea s ily  transported 

over larger distances.

159- Until 1960’ s only developed countries and the cen tra lly  planned 

economies could generally  a ffo rd  to  erect aluminium smelters. This is  the 

reason why the bulk o f such fa c i l i t i e s  are located in Europe, North America 

and the Soviet Union, where large amounts o f hydroelectric and thermal 

power are ava ilab le . In e a r lie r  days, the proximity o f the consuming 

markets, too had been a consideration o f some importance.
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16C. The location o f new smelting projects is  nowadays almost 

excu lsivsiy  governed by the high demand fo r  power. The power resources 

o f the developed countries are no longer free  to supply abundant amounts 

o f cheap energy. Hence, in  locating  a new smelter, only such areas where 

s u ffic ien t ly  large poten tia l o f cheap power ex is ts  may he considered.

The tapping o f new power resources, however, in variab ly  ca lls  fo r  further 

cap ita l investment in implementing such p ro jects. I t  should be remembered 

in th is  connection that e le c t r ic  energy is  at present the largest and most 

s ign ifican t cost fa c to r in  the e le c t ro ly t ic  extraction  o f aluminium.

161. The magnitude o f power involved in aluminium production is  

demostrated in  tab le  52, where a comparison o f power consumed at each 

successive step o f production from the raw material up to the semi- 

fabricating  stage is  presented in respect o f s tee l, copper and aluminium 1/

162. Table 52 shows that the huge energy demand fo r  aluminium 

production stands out most s tr ik in g ly . The d ifference w ill remain even 

a fte r  allowance has been made both fo r  the lower sp ec ific  weight o f 

aluminium and the fact that by adding suitable a llo ys  a composition may 

be brought about, whose mechanical properties approximate those o f mild 

s tee l. In ca lcu lating th is , the power demand o f aluminium w ill  be no 

longer eight times, but only 2.7 -  3 times that o f s tee l. By the same 

reasoning, power involved in the manufacture o f copper and aluminium 

conductors w i l l  be p ra c tica lly  iden tica l a fte r  allowance has been made 

fo r  the d ifference in sp ec ific  weights. 1

1 /
—' Osztrovszky. G. Raw material situation o f the Hungarian national

economy with special regard to the 
and aluminium industry. Paper presented at the 
Hungarian Academy o f Science, Magyar Aluminium. 
Budapest, 15:10:209-299, 1978.
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-------J '-'
(GJ per ton)

S teel rounds 
30 mm. dia.

Rolled 
copper wire Aluminium sheet

Mining, quarrying 51.9 4.2

Coking 20.1 - -

Concentration 5.9 - -

Crushing - 20.9 5-9

F lotation - 7.5 -

Alumina
manufacture - - 41.9

Smelting 0.3 14.2 218.6

Steel
manufacture 6.6 - -

E le c t ro ly it ic
re fin in g - 12.6 -

R o llin g 5.4 18.4 28.1

Total GJ/ton 37.7 125.5 298.1

Total Gj/metre^ 293.1 1,130.0 795.6

Source: Alexander, W.O.,Economies o f Energy and M aterials. Material
Science Engineering. London, 29:195-203, 1978.

Higher Standards o f Engineering Techniques

163. The chemical, physical and mechanical properties o f aluminium 

d if fe r  in many ways from those o f other metals. In view o f th is, the 

handlingand processing o f aluminium ca lls  fo r  technologies which may often 

be regarded as a departure from conventional methods of metallurgy. Even 

the transport and storage o f aluminium require particu lar care. In case of 

defective  packaging, rough handling en routa or poor storage, the vapour 

repeatedly p rec ip ita tin g  and evaporating on i t s  surface may leave behind 

ugly stains or give rise  *0 corrosion.



Capital Requirements
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164. The investment costs necessary to  achieve an annual ton o f 

production capacity are shown in tab le 53 below.

Table 53: Investment Costs Necessary fo r  Achieving An Annual
Ton o f  Production

(In  US do lla rs )

Iron Aluminium

Mining and raw materials 
Preparation 5G 700

Power generation - 4CC

Smelting 250 2,000

Fabrication 200 4CC

Total 5OC 3,500

Source: Fischer, P .U .: "The ro le  o f the Gulf in the future development
o f the world aluminium industry", Bahrain Society o f 
Engineers, London 197?, Graham and Trotman Ltd ., (a seminar 
on engineering and development in the- Gulf, Bahrain Society 
o f Engineers).

165. In most cases, power consumption accounts fo r  2C -  3C per cen t.o f 

d irect costs in smelting. When the plant ’..'as put on stream in Bahrain in 

1971, the energy-costs were estimated at only 4 per cent o f the to ta l 

production cost. In comparison, the energy costs in Great B rita in  were

54 per cent o f the to ta l production costs at that time. This can be 

explained by the underpricing o f the Bahraini gas used for the smelter.

To run a smelter, Bahrain had to provide i t  with 100 m illion  cubic fe e t o f 

natural gas per day.

166. The development o f cheap hydropower in the past had helped the 

world aluminium industry tc grow in importance to the point i t  has reached 

today. With the depletion of favourable development potential for

II



hydropower in Europe and the United States, other energy sources have cone 

in to uce. The aluminium industry w il l  always have to use power at the lower 

end o f the price range, which means that i t  w il l  be in areas where

additional hydropower resources and thermal power are bein* developed. I t  

fo llow s that count ie s  in  South Best Asia, A fr ica  and South America with 

potentia l hydropower, as w ell as the Gulf States are a ttra c tiv e  s ites  fo r  

aluminium smelting from the standpoint o f thermal energy.

Local Conditions in the Gulf

167. An evaluation which aims at sp e llin g  out the various steps in the 

aluminium industry, based on the fo llow ing c r it e r ia ,  appears to be 

appropriate.

C rite r ia  and Local Conditions o f the Aluminium Industry

1 2 3

Raw materials X X

Energy X

Labour X X X

Capital X

Services X X

Information X

Market X

ZJ 1, 2 and 3 imply a v a ila b il ity ,  uncertainty and non­
a v a ila b il ity ,  respective ly .

163. One can see that for the G u lf States only two c r ite r ia  are 

d is t in c t ly  absent, i .e . ,  information and market. A l l  other elements are 

either d is t in c t ly  or con d ition a lly  present.
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16?. A look at the v:orld aluminium industry snows \..at m  very tew 

cases alumina plants and smelters are close to  markets. In the majority 

o f cases, the alumina as w ell as the metal have to "be transported. For 

the only other d is t in c t ly  absent element, namely, information, there seems 

to be not rea l problem, as th is  can be acquired. By weighing the c r ite r ia  

against the sp ec ific  requirements o f each manufactur ng step in the 

aluminium industry, i t  i s  possible to set up the fo llow ing p r io r it ie s  o f 

operations, which loca l conditions favour: a) Smelting, b) Preparation o f

raw materials and c) Fabrication (p rim arily  fo r  loca l use).

Raw Materials

170. The presence o f mineral deposits y ie ld in g  alumina are very uncertain 

in Bahrain. 3auxites, which are not o f a particu larly  a ttrac tive  composition 

are known to ex ist in Iran. I t  is  conceivable that clays may be found 

which can be extracted in the future, when a lternative  processes to the 

3ayer process become feasible.-^/ I t  appears to be uncertain that in the 

foreseeable future the Gulf area w ill be come a producer o f aluminous raw 

■a ter ia ls . However, the cuestion arises  as to whether a i l  or at least some 

steps o f the re fin in g  process (from bauxite to alumina) could not be 

carried out in the Gulf, and whether i t  "would not pay to bring bauxite into 

the Gulf in large bulk carriers  or bu lk -o il carriers  (030s) to be processed 

in Bahrain. This wou’ d recu ire, however, two conditions to be met: 

a) there must be ample water supp-y availab le fo r  processing and washing 

purposes; and b) the bauxite-producing countries a l l  tend to in s ta ll their 

own re fin er ies  in order to upgrade th eir exports; therefore, a stable supply 

o f bauxite on a long-term basis myst be assured. 1

1 / The United States 3ureau of Mines is running a p ilo t  plant operation 
using a n itr ic  process, sponsored by a grou; of primary producers.
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171. In the Bayer process, also approximately 3?C kg- o f caustic soda 

are recuired to produce ? tons o f alumina or 1 ton o f  metal. Actual 

consumption varies with the type o f bauxite being treated. Caustic soda 

is  produced by e le c tro ly s is  o f sodium chloride (s a l t ) ,  in the course o f 

which an equivalent amount o f  chlorine is  a lso produced. Salt is  p len tifu l, 

power is  p o ten tia lly  p len tifu l and chlorine as a by-product can be used in 

the petrochemical industry.

The Bahrain Aluminium Industry

172. Bahrain has several assets which made the establishment o f  an 

aluminium industry a ttra c tiv e . The establishment o f the aluminium smelter 

in the Emirates was undertaken because o f the cheaply-priced gas, and 

because Bahrain was a good a ltern ative  at the beginning o f the 1970's fo r  

several multinational aluminium corporations^, compared with areas o f 

undeveloped hydropower poten tia l. Furthermore, the r ise  in crude o i l  prices 

has gradually stimultatad a sim ilar r ise  in the price o f gas and which, in 

recent years, has accelerated in connection with the emergence o f new 

world-scale networks o f gas licruefaction,transportation and marketing. 

Consecuently, the economic advantage o f establish ing an aluminium industry 

in Bahrain and in other associated-gas-producing countries has grown 

increasingly. This is  an area where one can observe and explain the new 

trend involving the transfers o f projects from the industria lized  countries 

to selected developing countries because o f the re la tive  cnange in the cost 

strucxure in the two groups of countries.

^  Those corporations were: l )  General Cable Corporation (US), 2 ) B r ita in  
Investment (US), 3) B r it ish  Metal Corporation (UK), 4) Western Metals 
Corporation (UK), and 5) E lectro  coppa Corporation (Sweden).
See: EL-ZAIM, Issam: "The Equity Structure in the Aluminium 3ahrain 
Corporation", p. 15-
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173* Another important factor in the selection  o f Bahrain fo r  the 

establishment o f one o f the new aluminium smelters in the o i l  and gas 

producing countries seems to have been the labour costs, which are low 

compared with those in the developed countries, and the presence o f 

favourable le g is la t io n .

174. Aluminium Bahrain (A lba) produced 122,820 tons o f fin ished metal 

products in  197Ô, compared 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 los t th is  year.-^

175- There has been a certa in  critic ism  o f the working conditions in 

the Alba smelter, particu la r ly  during the f i r s t  years a fte r  the plant had 

been put on stream. The number o f labour accidents was estimated to  be 

higher than the corresponding rates in the European and American aluminium 

industries. Between October 1972 and November 1973 there have been few 

mortal accidents andmore than 100 in ju ries . These led  to a labour strike.

At the time, workers complained that "A l l  the furnaces as well as the 

smelter lack security equipment. None o f the workers and engineers had 

been trained nor had they followed occasional courses; they had only some 

knowledge o f the various tasks and the handling o f instruments and machines. « 2/

176. Aluminium Bahrain started production by employing sem i-skilled 

immigrants as metal workers through foreign  contractors. Later the 

government, fo llow ing recruests from loca l workers pushed the Bahrainization 

o f tha Alba s ta ff .  In 1978, according to government sources, workers from 

the Far East were s t i l l  employed , while Bahrainis were being la id  o f f - ^

U  MEED -  Middle East Economic Digest, Vol. 23, No. 5. Feb.1979, d. 18 .

"2/ AL-DOWADI, Ahmed: "Multinational Corporations in the Arab Gulf", in: 
A l-Ta liah , monthly, Cairo, p. 951 reproducing the Bahraini weekly 
Sada Al-Usbooh.

^  Declaration made by the Bahraini D irector o f Labour, Mr. Khalifah Khalfah, 
to the 3ahraim-based Gulf Weekly Mirror, in: MEED -  Middle East Economic 
D igest, Vol. 22, No. 23, London, 9 June, 1978.
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Consequently, contractors h iring  sem i-skilled immigrants were asked to 

repetria te them.

177. The geographic position is  a th ird  advantage fo r  the aluminium 

industry in Bahrain, particu larly  in the Gulf area. On the one hand, 

industry in the Gulf can be supplied with alumina from the Australian 

mines. But since Bahrain represents a small market, i t s  aluminium industry 

has to be export-oriented. As transportation costs are very low, the 

aluminium products um be d irected  e ith er  to Japan or to Western Europe.

This is  ty p ica lly  an industry founded on exp lo ita tion  o f  lo ca l energy 

resources and a ttrac tive  investment conditions.

1?9. Aluminium industry is  a particu larly  energy-intensive industry.

Total energy consumption fo r  the preparation o f one ton o f metal out o f 

ore is  16 ,G0C k ilowatts fo r  aluminium, compared with 3,500 k ilow atts for 

s te e l.—̂  While Bahrain disposes o f associate and natural gas, i t s  o i l  

sector does not generate a surplus; th is  explains the small stake (19 percent) 

taken by the Bahraini government in the Aluminium-Bahrain jo in t venture 

(A lba). Therefore, foreign  partners made the major financia l contributions.

— This is  due *o the higher a c t iv it y  of the aluminium as compared to other 
metals, i .e . ,  i t s  resistance to the separation of i t s  oroide. One has to 
turn to e le c tro ly s is  and use e le c tr ic  energy tc errtract the metal from 
i t s  so lution. But in  addition to the equipment recuired for the process 
m  tno smelt .-r, the industry i s  cap ita l intensive, because i t  has a 
sulstar.tia" problem, of handling m aterials.
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Table 54: Alba* s Eouity Shares

Equity held by Percentage

2 US corporations:

General Cable Corp. 17

Britain Investment 9-5

subtotal 26. S

2 UK corporations:

3ritish Metal Corp. 17

rfestem Metals Corp. 3.5

subtotal 25-5

KAISER Aluminium 17

a Swedish corporation:

Zlectro-Coppa 1 2

Total Foreign Interests 31

Local Interests (Bahrain Gvt.) 19

179* The sm ^ter was inaugurated in May 1971. The cost o f the project 

was 73 m illion  pounds. In 197? i t  produced 120,000 tons o f pure 

aluminium, but i t  v/as planned to raise th is  annual capacity to 400,000 

tons per year within f iv e  years. However, the ■..orLt aluminium market and 

some start-up d i f f ic u lt ie s  have not permitted th is  goal to be achieved.

i
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Th a Aluminium. Extrusion Industry

1 SC. Bahrain Aluminium Extrusion Company (BA3C) is  a 10C per cent 

Bahrain Government c-red company formed by Amiri Decree in 1977» I t  is  

operating an aluminium extrusion plant with an annual output o f approxi­

mately 4,00C tons. I t  employs approximately ?00 workers and has the 

reputation o f being one o f the highest qu a lity  extruders in the Middle 

East. The plant has a f ,000 ton Schloemann press and a 33,000 Amp 

anodising lin e . The company is  currently expanding i t s  anodising 

capacity by a further 11,000 Amps. The plant produces a fu ll  range o f 

both m ill fin ish  and anodised sections including gold, black and bronze
g

to  the i  .usuisse Colinal process. Products include brushed and matt 

fin ish es. I t s  markets cover the Gulf States, including Kuwait, Saudi 

Arabia, Qatar, the United Arab Emirates, Oman and 3ahrain. The Company 

is  currently expanding i t s  outlets to  include the United Kingdom, Syria 

and Jordan.-i/

18 1 . 3oth aluminium production and export have been growing over the 

years 1971-1977* The volume o f production had been boosted between 1971 

and 1974. Later, from 1974 to 1977, production s ligh t ly  fluctuated within 

the p lan t's  normative capacity. Production and export values also rose 

between 1971 and 1974, s tab ilized  in the fo llow ing year, and increased 

again in 1976 and 1977* The volume o f exports increased between 1Ç71 and 

1973, almost stagnated in 1/73 and 1974, and declined in 1975 before 

atta in ing the p lan t's  normative le ve l in 1976. As a resu lt, aluminium 

exports m ultip lied by 30 times in value between 1971 and 1977. This 

resulted prim arily from the setting-up and fu ll  u t iliza t io n  o f the new 

aluminium capacity as well as from the r ise  in the -unit value per ton of

 ̂j
— L . PEDEH (General Manager), Bahrain Aluminium Extrusion Company,

May 1980.



aluminium, as shown in .able 55*

Table 55: Aluminium Production and Exports

(Volume in metric xons and value in m illions o f Bahrain dinars)

Production Exports

Volume Value

Unit 
value 
per ton Volume Value

Unit 
value 
per ton

1471-2/ 8,133 2.04 250.8 6,619 1.66 25O.8

1972 70,103 15.97 227.8 57,899 13.13 226.3

1973 102,630 ^8.75 280.1 96,959 26.56 273.9

1974 117,961 38.85 З29.З 97,849 31.47 321.6

1975 116 , 50c 38.87 333.6 90,038 3 1.10 З45.2

1976 122,058 44.36 36?. 5 120,457 44.28 367.6

1977 121,356 48.54 40c. C 122,894 49.16 40c. C

Source : M inistry o f Industry and Development

-  The smelter began production in A p ril 19 71.

182. Additional financing fo r  the planned expansion o f Alba is  to be

raised by o ffe r in g  shareholders ;a further 1 m illion  shares, at the market

value o f 3D6 (215.8) each.-/ Th3 company needs ?1?C m illion , o f which

27C mil lion  have been raised from banks.

18З. Twenty per cent o f Alba ' s orig ina l 3 m illion shares had been

acquired by Saudi Basic Industries Corporation (SABIC)
2/ The shareholding

is  now as follows: Bahrain, 57- 9 par cent; SABIC, ?C per cant; Kaiser

Aluminium Bahrain, 17 percent; and Baten Investments cif West Germany,

5.1 per cent.

2/ The nominal price of A lba 's  shares is  3D1 (or 22.6) per share. 

I j  '¿ZED, London, 18 May 1979.
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The entry o f the Saudi state-con tro lled  company SA3IC in Alba* s 

jo in t venture has "been o f  help to the 3a.iraini Government in i t s  subs­

titu tio n  o f multinationals withdrawing. Furthermore, th is  regionalization  

o f  the enterprise has recently  lea  Saudi Arabia to abandon i t s  own project 

o f setting up an aluminium smelter in Jubail.

185. At the end o f Kay 1580, The M inister o f Industry and E le c tr ic ity  

in  Saudi Arabia announced that h is country had abandoned i t s  p ro ject fo r 

the construction o f an aluminium smelter in  Jubail because the smelters 

in Bahrain and Dubai are being expanded. This would prevent the duplica­

tion  o f projects and streamline and co-ordinate indu stria liza tion  in the 

Gulf Arab Countries.-^/ Kuwait had already abandoned the idea o f setting 

up an aluminium smelter.

, in: Saudi Economic Survey, Jeddah,1 / "G u lf Petrochemicals P lan ts"  
~  V o i. XI7, :.'o. 663, page 6.
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Chapter 71

THE SKIFYASD FACILITIES

1 f136. There are three important repairing f a c i l i t i e s  in Bahrain.-'

The oldest is  the Bahrain Shipway Company, which operated coastal shipping

t r a f f ic  in the Gulf. I t s  Business has been very bouyant and in 1?75 it s

employment peaked at 50C persons. Bahrain Shipway has been forbidden by

the Government to expand or to accept "ships o f more than 11 fe e t  9 inches

dra ft u n til the Bahrain Ship Repairing and Engineering Company (3ASREC)

is  20 years old.

187. BASREC was established in  197C near the port o f Kina sulrr.an. I t  

has the advantage o f deep water je t t ie s .  Both companies have equivalent 

fa c i l i t i e s  and w i l l  take ships on the shipway up to approximately 1,G0C 

tons displacement and 250 fe e t length. Employment, sales and cap ita l 

employed are shown in table 56.

138. The two companies have serviced ships from a l l  over the Southern

Gulf, but recently  they have f e l t  increasing competition. For instance, 

there is  now a shipway in Ajman (the United Arab Elnirates} so that few 

ships now come to Bahrain from the United Arab Emirates. Employment 

to ta lled  about 80C, and i t  has been sustained at th is  le ve l by sending 

crews to work at dry dock at the Arab Shipping and Repair Yard (ASRY).

Once ASRY has trained i t s  own labour force th is  work w ill  fade away.

1/ •, 1 1 — World 3ank: Bahrain Current 
?8 June 1978. World 3ankT

¿conorr.ic 
Report !Io.

P o sition  and Prospects, 
2C58-3H, Annex A, p.3i

Washington, 
Table 1.
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Table S6: Gross Sales,and Capital zlnployed in the Bahrain Ship Repairing
and Engineering Company

Total capital
Year Employees Gross sales employed

(Bahrain dinars)

1972 345 1,287,419 1,429,283

1973 347 1,787,577 1,746,901

1974 344 2,073,740 2 , 128 ,8 6 1

1975 425 2,878,485 2,790,27$

1976 481 3,805,730 3,635,337

1977 400 4,000,000 4,963,313

Source: Bahrain Ship Repairing and Engineer:.ng Company, Bahrain.

The Arab Shipbuilding and Repair Yard (ASRY)

189. The starting  configuration o f the shipyard is  a drydock able to 

accommodate tankers up to 500,00 dvrt. I t  is  designed to  be a modern and

a large shipyard, based on so lid  technical and economical analysis. Every 

care has been taken in order to allow i t  to expand harmonically, should 

the opportunity a r ise . I t s  main purpose is  to promote the socia l, 

technical and economical development o f the region although i t  must be 

emphasized that the cotnapny was established as a commercial venture.

190. Bahrain has long been an essential ship repair centre, providing 

fa c i l i t ie s  fo r  offshore supply vessels operating in the Gulf, and acting 

as a shore base fo r  repairs a floa t on larger cargo ships and tankers.
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191. Experts believe that the specia lized  marine repair ser-ices 

already o ffered  by ex is tin g  companies lik e  3ASREC and Bahrain shipway w ill  

provide back-up to  ASRY services, and that the State o f  Bahrain w ill soon 

be in a position  to supply comprehensive repair services to a wide cross- 

section o f shipping. Moreover, the continuing growth o f new repair 

f a c i l i t i e s  within the Gulf should resu lt in pric in g  com petitively with 

that o f Europe and the Par East.

192. The rapid development o f Bahrain's in frastructure, combined with 

the country's industria l and commercial expansion, has given ASRY and 

added advantage. Bahrain's international a irport, which is  central to 

f iv e  continents, is  situated just ten minutes from the shipyard.

According to  an a r t ic le  published in C il Progress, the magazine o f the 

Caitex Petroleum Corporation^/,"this was p a rticu la rly  advantageous to 

ASRY fo r  the import o f both sp ec ia lis t personnel and spare parte". This 

could be plausible in the short run, but in the long run commercial and 

social p r o f i ta b i l i t y  o f ASRY w il l  depend on the a v a ila b il ity  within the 

Gulf area o f both qu a lified  personnel and regional loca l self-supporting 

machine too l industries to produce spare parts fo r  the several dry docks 

in the area. I t  is  these fa c to r ies  which w il l  make the formation o f 

ASRY a giant stride towards further indu stria liza tion  in the Arab States 

which joined in the pro ject, namely, Bahrain, Saudi Arabia, the United 

Arab Emirates, Qatar, Kuwait, Iran and Libya.

193. For Bahrain particu larly , i t  augures an even brighter and more 

prosperous future. In the 1930s, Bahrain's future was in the development 

o f i t s  newly discouvered but lim ited o i l  f ie ld s . In the coming decade,

ASRY'S propspects may prove to be as promising.

1J  "ASRY: A New Haven fo r  Tankers". In: Lif¿stream of CIL PROGRESS, Vol.?8,
Ко.2. CALTEX Petroleum Corporation, Bahrain, 1973» pp.2-9-
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The Arab Shipbuilding and Repair Yard (ASRY), provides export 

repa ir and cleaning services fo r  a growing number o f very large crude 

carriers  (VLCCs) that regu larly  v is i t  Gulf waters. ASRY was form ally in­

corporated in  Bahrain in 1574. I t  is  under the jo in t sponsorship o f the 

Organisation o f Arab O il Exporting Countries ( QAPEC), and is  the f i r s t  pan- 

Arab industry-related in frastructural venture that was brought to fru ition . 

Agreement to start construction o f  the super tanker dry dock was reached 

by QAPEC in 1974, but the h istory  o f ASRY goes back to 1968 when the three 

founding members o f CAPSC -  Saudi Arabia, Libya and Kuwait -  f i r s t  envisioned 

a major marine repair and service f a c i l i t y  in the centre o f the international 

o i l  trade.

195- A comprehensive prelim inary study undertaken then confirmed the 

need fo r  such a major f a c i l i t y  in the Gulf area and helped to establish 

Bahrain as a feasib le  s ite . The closure o f the Suez Canal in 1967 stimulated 

the building o f new and countless VLCCs. The Organisation o f Arab Petroleum 

Exporting Countries (GAPEC) rea lized  shortly a fte r  i t s  establishment 

(9 January 1968) that there was a shortage o f dry docks fo r  VLCCs, as the 

ex is tin g  Repairing and maintenance dry docks were located in the o i l  deloading 

ports. A fe a s ib i l i t y  study vas drawn fo r  the construction•o f a dry dock fo r  

the repair and maintenance o f VLCCs in the Arab Gulf area. The study showed 

that the dry docks prevailing in the ’world were located in the Far East, fa r 

from the tanker lines going from the Arab Gulf to th.- West. Consecuently, 

the Council fo r  CAPSC took the decision in June 1570 to implement another 

study in order to determine the most appronriate s ite  fo r  a dry dock in

the Arab Gulf.
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196. In the ligh t o f that decision the ports o f several Arab Gulf 

states were surveyed in order to  id en tify  and weigh the- required 

specifications regarding location , labour a v a ila b il ity ,  water depth and the 

load ports fo r  VLCCs. F in a lly , agreement was reached to implement the

dry dock in Bahrain because i t  was found to be economically the most 

suitable s ite .  The study was approved in March 197? by CAPEC’ s COunci1 

o f M inisters. A further deta iled  study cams to the conclusion that the 

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

197. When the Suez Canal closed in  1967, the only a lternative  ship 

route fo r  transporting Arabian Gulf o i l  to markets in the West was by way 

o f the Cape o f Good Hope, requiring the use o f TLCCs o f minimum 175*000 dwit 

capacity. These ships were so large that few ex is tin g  dry docks could 

accommodate them. On the main o il routes between Europe and the Gulf, the 

nearest dry dock was in Lisbon; fo r  tankers on the run to Japan, the nearest 

was at Singapore. The Gulf was at the centre o f 7LCC trading routes. With 

a f le e t  o f 800 such ships a flo a t, i t  is  estimated that anually between four 

and f iv e  thousand voyages should have been made to the Gulf by VLCCs -  the 

highest incidence o f sp ec ific  t r a f f ic  fo r  any class o f vessels in the world. 

Further, since most VLCCs would be a rriv in g  in the area on return voyages 

empty and v ir tu a lly  "c lean ", they would be in a condition to enter a ship 

repair yard much more cruickly than i f  they had just fin ished discharging 

th e ir  cargo. A further factor was that a major ship repair yard in the 

area was considered essential fo r  meeting the increasing demands o f the 

Arab tanker f le e t  which was expected to  reach a to ta l capacity o f around 

ten m illion  dwt in 1977.

198. Although the shipping picture has changed since CAP2C chose 3ahram 

as the s ite  o f i t s  dock -  VLCCs passing through the Gulf now, for example, 

have several fa c i l i t i e s  en route from which to choose, AERY's General 

Manager asserted that thett3ahram yard occupies the best position of a l l .
i



I t s  ecruipment is  among the best ava ilab le  in the world, and the location 

o f ASHY roughly h a lf '.cay down the Gulf, is  superb." In concept, design, 

construction and ecruipment, ASRY is  indeed a giant industrial operation; 

an a r t i f i c ia l  island was constructed in deep ’.-rater and connected to the 

mainland by a causeway 7 kilometers in length. The company has certain 

particu lar characteristics , having been created by means o f an inter-Arab 

regional agreement among seven CAP3C members. A number o f public adminis­

tra tion  procedures are, therefore, to be followed in i t s  management.

However, private enterprise f l e x ib i l i t y  and quick reaction to any enviro- 

ment or market change are simultaneously requested. ASRY is  thus a rare 

combination o f seven states share-holding with a free  enterprise management. 

The concept has been working w ell t i l l  now and i t  w il l  hopefully continue 

to be so in the future.

-  i r 7 -

199* The to ta l cost o f the pro ject lias been financed 

and amounts to US$340 m illion , o f which S290 m illion  are fo r  fixed  

and $50 m illion  are fo r  working capital and fo r  financing the f i r s t  

losses. Shareholders are the Governments of:

Bahrain 

Saudi Arabia 

Kuwait

United Arab Emirates

Qatar

Iraq

Libya

2GC. ASRY construction started in 

dredger started to reclaim land south 

Island. I t  was flooded fo r  the f i r s t  

f i r s t  vessel in September o f the same

by equity capital 

costs 

year’ s

Percent
“TOT"

18.84

18.34

18.84

13.34

4.7c

1.10

la te summer 1974 when the firs x  

of the v illa g e  o f Kidd, o f f  Uuharrac 

time in May 19TT and received its  

year.
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201. ASRYs f i r s t  chairman predicted that in the fo llow ing three years 

ASRY w ill  dry-dock 60 large vessels per year. I t  is  a lso expected that a 

large number o f ships w ill  come to the yard fo r  in-water repairs. "Within 

a yea r," he declared, "ASRY w i l l  be prepared tc  undertake a l l  the repair 

work expected from any f i r s t  class shipyard, excluding major damage repairs 

and conversions. This capab ility  w i l l  be achieved in the fo llow ing stages: 

a ) Dry-docking, hull cleaning and painting; b) Minor repairs, increased 

mechanical and hull repairs and annual survey 'work; and c) Major mechanical 

and hull repa irs ".

202. ASRY is  a tru ly  regional m u lti-la tera l company in respect o f its  

share-holding. I t  is  also an international company in every area o f i t s  

a c t iv ity , since i t  s e lls  services, buys m aterials, engages people and 

maintains financia l re la tion s  a l l  over the world. The world pro jection  o f 

the Gulf nations w i l l ,  th erefore, be widened and rein forced through the 

international image o f  ASRY as a large, modern and e f f ic ie n t  industria l 

p lant, open to the world. However,in order that ASRY becomes a success, i t  

is  o f the utmost importance that i t s  yard performs as well in ship repairing 

as in resource marketing.-'’

203- For Bahrain in  particu lar, the ASRY pro ject contributes to the 

extension o f i t s  industrial base and the d iv ers ifica tion  o f its  sources o f 

income, thu6 promoting its  economic and socia l development. The construction 

o f th is project which is  expected to induce downstream labour-intensive 

p ro jects , w i l l  increasingly involve various a c t iv it ie s ,  such as: a) train ing 

and creation o f job opportunities fo r  nationals o f other Arab countries,

^ CASTAIiO-Carriera: "The significance of ASRY to the Future Industrial
Development of Bahrain".
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b) development of Arab cadres in new specializations, c) international 

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 fac ility  was designed in such a way that the f ir s t  dock would 

be flex ib le , permitting i t 6 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 u tilize  the 

fac ilit ie s  of the dock. In fact, a number of companies have been contracted and 

requested to study the feasib ility  of several such projects.

206. According to OAPEC’s February I 98O Bulletin^, ASRY operated at

94 per cent of its fu ll capacity in 1978 and 1979 . In the two years following 

its o ffic ia l inauguration (15 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 

serviced in the dock. Three factors have been recognized for explaining the 

soaring demand and the lengtly lis t  of tanker reservations: a) the low level 

cf repairing ta riffs  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. I]

I ]  "The Dry Dock in Bahrain, a Strategic Project on the Road to Arab Economic 
Complementarity", in Oil and Development, Vol. 5. N0 .6 , Baghdad, March I960,
PD. 138-141, Arabic).
"Bahrain Dry Docks Operated at 94 percent of Capacity in 19 7 9 "*
Oil and Gas, Vol. IX, No. 202, February 16, 1980, p. 13»
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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*6 owners,

ASRY 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 flee ts". In fact, the agreement calls  for 

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

208. The ASRY project must be looked at as an achievement o f Arab development 

and co-operation, as well as an asset for Bahrain as an o i l  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 fie ld  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 o il  revenues. The project also embodies co­

operation between Arab o il  exporting countries and industrial nations through 

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

The significance of ASRY to the future industrial development o f Bahrain

209. It  is  d ifficu lt to anticipate the impact of the new great shipyard

in the State of Bahrain on the economy of the region. I t  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 relationship between the shipyard 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 conversion factors are not known and, even i f  they

1/ OAPEC Bulletin (monthly), Vol. 1 3 , No. 2 

and OAPEC Bulletin Vo. 13 , No. A, Kuwait,
Kuwait, OAPEC, February 198O, 
OAPEC, A p r il I 980.
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were known, the simultaneous development of Borne other large projects in the 

area would a lter them deeply in few yearS' time. For this reason, any 

attempt made to quantify some o f the provisions w ill  remain essentially a 

qualitative analysis.^/

210. That fact that ASET been formed and the yard has been built 

created expectations of good business, more employment opportunities, higher 

wages and salaries, 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 enviroment. Its feed-back is already strongly fe lt  by the yard 

managers.

211 - It is ,  however, unrealistic to assume that a l l  these expectations can

be satisfied in a few weeks or months. Few years w ill be required for the 

project to bear fru its .

212. Recourse to the financial market w ill not be required much by ASET 

it s e lf ,  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 industry 

does nAt require a very high level of operating capital because services are 

paid back within a few months. In such a situation, the industry w ill 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 firs t  dock, a total of about one hundred and eighty million

^  CAE7TAN0-CARRIERA, A.M., "The significance of ASRY to the Future Industrial 
Development of Bahrain" in Engineering and Development In the Gulf, Seminar 
of Bahrain Society of Engineers, London, -977, Graham and Trotman Limited, 
pp. 71-84.
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US dollars is likely to cover the fina l cost of the investment and the 

running capital. In this respect a number o f facts have ouch influence 

over the ultimate costs. Obviously, one is in the area of training which 

would require the expenditure of considerable swis 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 capital and loans is  of no significance, because the 

financing o f this project is  made by special agreement reached between 

seven member states of OAPBC, As fa r as the spin-off is  concerned, i f  we 

allow for about 20 per cent, 15 to 20 per cent could be a reasonable 

figure of employment created by the spin -off when the yard is implemented. 

Assuming the correct relationship of investment capital, perhaps 40-50 

million dollars w ill be needed. The outright capital in 1978 was seventy

''fcrf capital  to loatrr

215. The second phase is being studies, so no fina l figures can be given 

m relation to the capital costs of the second dock. I f  a second dock is 

bu ilt, i t  would not, o f course, cost as much as the f ir s t  dock, but 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 Navlink, which maintains liaison between ASHY in Bahrain and 

Lisnave in Portugal.

t

1
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217. The figures mentioned above are roughly equivalent to the maintenance 

of the management for 8 to 10 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 assimiHated by the new managers. 

The know-how market w ill  be indirectly exploited by ASRY, in as much as the 

yard w ill buy materials and services, either produced in the region or imported 

from other supplying markets, through the network of agencies already 

established in Bahrain. This w ill require a specific technical and commercial 

know-how in order to ensure that those materials and services fu lly  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 ASR7 

w ill eventually develop the necessary sk ills  in some areas, such as shipbuilding, 

sophisticated repairs, manufactures of secondary semi-products, etc. where these 

w ill be required, and, consequently the impact of the yard in the know-how 

market w ill be amplified.

The labour Force and Labour Training

2I&. An independent marketing organization, ASRY Marketing Services (ASRYMAR) 

operating from London, has been established by OAPEC to inform tanker owners 

a l l  over the world about the advantages of using ASRY's fac ilit ie s  in the 

ASRYMAR has now agents in 14 major tanker-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 respect -  in time, price and 

quality.

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

w ill require many sk ills . It would have been unreasonable to assume that 

the local labour market can immediately supply a l l  the required manpower, 

both in quantity and quality. Ship repairing is strenuous, d ifficu lt and
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dangérons. The manpower engaged in it  has to be competent and responsible.

The quality of the workers and their behaviour is of v ita l importance, 

especially during the f ir s t  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 i t  w il l  take some years of hard work in education ana training before 

some thousands of skilled workers of various trades san 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.

221. To construct the dry dock the Hyundai Construction Company of South 

Korea used 2,000 Korean workers. ASRY's labour force numbered $00 in 1977 

and was to reach 1,100 in 1978. Eventually, the yard is expected to employ 

3,000. One aspiration of ASRY's board is that the yard -  the firs t  major 

pan-Arab industrial venture -  w il l  provide training for young Arabs seeking 

experience in heavy industry.

222. The shipyard's training centre offers courses in a wide range of 

sk ills  required in the labour-intensive 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 10 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 

sk ills  required in the labour intensive ship repair industry. At the end of 

November 5979, 52 per cent of the Company's 1,321 employees and 50 per cent of 

its senior sta ff were Arab nationals. ASRY aims at raising the proportion of
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Arab nationals on its  payroll to 90 per cent by 1987- In 1979 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  paid to training within the Ship Repairing and

Maintenance T ard .^  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 sta ff posts.

224. The programme of training technicians was launched in Bahrain at the 

beginning of 1975 when a training centre related to ASET was established in 

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

450 trainees, an English language laboratory equipped with the most recent 

training equipment.^/ In 1976, the centre had 130 trainees receiving training 

in such fie lds as operation of machines, painting and assembly of electrical 

and mechanical equipment. It  is worth mentioning that the company had in fact 

accepted a larger number of trainees, but that some of them were encouraged to 

leave shortly after their training started because of the labour shortage in 

Bahrain.^ In 1976, there were 28 trainers and employees working in the centre, 

cut of which 20 were Bahraini nationals.

225. In April 1976 ASET'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.

- J "Training in the Arab Ship Building and Maintenance Company", in: OAPEC 
Bulletin, Vol. 3, No. 7, Kuwait, OAPEC, July 1977, p. 10.

2/ ASRY, Annual Report of ASYR's Council of Administration for the Second 
Year of the Project, 1977. Bahrain, ASRY, 1977-

¿/ "Training in the Arab Ship Building and Repairing", i£: OAPEC Bulletin, 
Vol. 3, No. 7, Kuwait, OAPEC, July 1977, PP. 10-11, Tin Arabic).
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Draft courses at ASHY are structured on the basis o f the training 

system used at Li6nave. A basic school for welders, pipe and mechanical 

fitte rs  was established in Nuharraq two years before the opening of the 

shipyard, and about 150 craftsmen (the majority of whom are Bahrainis) passed 

through its programmes before training was transferred to the new yard. The 

project was oriented towards industry development in Arab countries of the 

Gulf area, namely, nationals of ASSY member countries. Thus, the dock 

constitutes a practical step for the transfer of know-how and technical 

expertise. At its f i r s t  stage the dock w ill be engaged in ship repairing; at 

a later date the project w il l  develop into industrial manufacturing, including 

vessels construction.

22?. 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 training.

228. Though the dock w ill provide services to different vessels which 

would require maintenance. The development of Arab transport fleets, parti­

cularly, those belonging to any or to a group of the OAPEC member states, 

like that of the Arab Tankers Company, w ill 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 

Bahrain provides it  with a substantial advantage in relation to vessels which 

v is it  the different Gulf harbours.

^  "The Arab Ship Building and Repairing” in: OAPEC Bulletin, Vol. I, No. 2,
Kuwait, OAPEC, November 1973» PP* 8-10. Text in Arabic.
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The Prospects for a Second Dock

229. The dry-dock was conceived hy OAPEC around 1974-1975 the time 

when the demand for VI£Cs was very high. Later the demand for the VLCCs 

has gone down and the c r is is  struck the trade of o i l .  While this has not 

deeply affected th is year, ASET is  paying close 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 d ifficu lt to determine its  

right size. However, there are already more than eight hundred of the 

VLCCs, existing or to be delivered, and this involves such a huge invest­

ment that it  would d ifficu lt to think that the VICCs are likely  to be 

scrapped. They must continue the trade and to be repaired. Moreover,

ASET 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 w ill call on the Gulf for servicing. Therefore, 

the construction of the right size of the docks is  necessar- in order to 

aviod expensive investment.

230. As far as shipyards in other areas of the world are concerned, 

many of these are not competing with ASET because they are serving a 

different market, i .e . ,  providing shiprepairing fa c ilit ie s  for a ll carriers. 

It is  a completely different market, and ASET 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, ASET has the advantage of being ideally located in Bahrain.
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231■ It  should he emphasized that the project aims at developing 

industry in the Arab Gulf area and at providing professional and technical 

training for nationals of ASET member countries in the fie lds of ship 

repairing, maintenance and building. Thus, the dock constitutes a 

practical step for the transfer of know-how and technical expertise. At 

its  firs t  stage the dock w ill confine it s e lf  to ship repairing; later the 

project w ill go into industrial manufacturing, including the construction 

of vessels.

/
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Chapter VII

CONSTRUCTION AND HOUSING, ELECTRICITY, WATER AND SEWAGE 

Introduction

232. The country' 8 principal natural resource -  o il -  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 

and international a ir  and sea tra ffic  (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 next 

decade of an USS800 million causeway to Saudi Arabia (by which Bahrain hopes 

to become a major gateway to its  big neigibour's Eastern Province.) w ill 

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$87 million for 

electricity, which together make up almost 50 per cent of the to ta l^

This policy aims at consolidating the infrastructure so as to become 

compatible with economic growth in various fie lds.

l i Some structural Bahrain problems: The Financial Times, bonaon, monaay,
3 April 1973. special itepori on aahram.
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234* Bahrain's main port in Mina Sulman, which was built in 1961. The 

port provided berth fa c ilit ie s  for six ocean going vessels up to 30 feet 

draught, with modern tugs, cargo handling and bunkering fa c ilit ie s . There 

are two small specialized ports, namely the Sitra jetty, which is  the o il 

terminal for the o il refinery, and the Alba jetty, which serves the aluminium 

snelter. The Sitra jetty can accommodate six small tankers (35fOOO tons) 

for refined products; and the Alba jetty can berth three ships of 35tOOO 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 

t ra ffic  resulted in considerable pressure on the port fa c ilit ie s , leading to 

severe t ra ffic  and cargo congestion. The waiting time for ships during 1976 

varied from 55 *0 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 berths, increasing storage fees, and lim iting 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 size more berths and dredging it  to a depth 

of 36 feet is  estimated to cost ED60 million. Also, the port w ill have a 

container terminal capable of handling first and second generation containers.
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Completion of a il tde six berths is  expected by early 1979* Two berths have 

already been completed.

238. Although fu ll  cost recovery of the six new berths may not be achieved 

for some time, authorities believe that the new berths w ill eventually be 

fu lly  utilized. Port authorities contend that, despite the rapid expansion 

of port fa c ilit ie s  in the neighbouring ports, particularly in Saudi Arabia 

where the neighbouring Dammam port is  five times larger, ships s t i l l  prefer

to discharge their Saudi cargo in Bahrain. They also believe that the 

competitiveness of Mina Sulman with the Saudi ports w ill increase when the 

causeway is  completed, since it  w ill 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 fa c ilit ie s  

at the port. The cold storage w ill have a capacity of 8,100 tons and may lead 

to cargo of 200,000 tons a year. The bulk of the stored products w ill be 

transported by trucks across the causeway and sold in the Saudi markets.-^

The Saudi Causeway

239. The proposed Saudi causeway w ill 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 w ill be financed by Saudi Arabia. This causeway w ill 

have 4 lanes and a number of navigational openings to allow the passage of 

ships. The construction period is  estimated at 4-5 years. Technical and 

economic feasib ility  studies for this project began early in 1975 with 3ome

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

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

which were coordinated with road development p l a n s I t  is  also expected

to induce the development of road transport between Bahrain and the neighbour­

ing Gulf countries, and w ill link Bahrain with the rest of the Arab world and 

Europe. This is  expected to give a boost to the entrepot and transit trade, 

Bahrain's main traditional activ ities.

241. The construction of the causeway to Saudi Arabia w ill also help in 

the integration of Bahrain manufacturing with the development of the Saudi 

east coast. Products should range from welding electrodes to tra ffic  signs, 

concentration on those items where the demand is  not large enough to interest 

large-scale enterprise. Consumer goods such as food products, paper goods, 

medicinal products and car accessories should find a market both at home and 

in the Gulf area. Service fa c ilit ie s  for the repair and renov. .. of 

durable goods such as air-conditioning equipment, typewriters and electric  

motors should be fe a s ib le .^

Construction and Housing

242. The economic boom in Bahrain and neighbouring OPEC countries which 

followed the 1974 increase in o il 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 and 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 tn p lea . As a result, during 1973-1977 the construction sector recorded

jy WCRID BANK: Report No. 2053-BH, Bahrain Current Economic Position and
Prospects, pp. 16 + 25.
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an annual growin rate 01 auouv. pp pel- cent in current prices compared tu an 

annual growth rate of only 15 per cent in real terms recorded during the 

same period.-̂

243. No reliable statistics are available on the number and type of 

construction permits issued 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 number of local construction industries, and local contractors. There 

was also an increase in the sophistication of private investors who instead 

of investing individually 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 adequacy of existing zoning regulations, construction 

codes, and the capabilities of municipalities. The desire of Bahrain to 

become an attractive centre for international 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 a healthy urban 

surrounding.-^

H o u s in g  P o l i c y  and P la n n in g

245* The Government 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 Government has been dispersing its  public

y  WORLD BANK REPORT No. 2058-EH, Bahrain Current Economic Position and
Prospects, pp. 16-17.
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The firs t  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 a ll  directions.

246. The boom of 1973 and its  consequent sharp demand for houses ty 

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 

3)6 in 1973 to 3)20 in 1977» and for the same years the monthly rent for an 

average sized apartment increased from 3)50 to 3)500, and for an average 

house (v i l la )  from 3)80 to 3)300. 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 

sector 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 drop in rent.

housing and construction projects over, the islands, and adopting modern

planning for the newly emerging communities. The best example of these

modem public housing schemes is  Isa Town, about 4.5 miles outside Manama.
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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 ab ility  to pay. This usually means 50 to 75 per cent 

of the cost. The beneficiary pays by instalment over 20 years. Houses 

constructed in *976 and 1977 numbered 2,291 and 1,478, respectively.

249* The loan programme involves the provision of construction loans up 

to 3)20,000. These loans are given to citizens who can afford to construct 

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 3)13,500» and 

■she capital expenditure estimated by the Ministry is  3)47-3 million for 1978 

and 1979, and 3)30 million a yeas 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 to 1 .5 . This is to be followed 

by a large renovation programme in the old sectors of the city to preserve 

the traditional old houses and buildings.
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the Three—Tear-Plan for Housing

251. The Government is  to invest 3)75 million (S195*4 million) in a three- 

year plan for housing. Investment w ill be 3)15 million ($39.1 million) in 

1979» increasing to H)30 million ($78.1 million) in both 1980 and 1981. The 

Government hopes pension funds and commercial banks w ill also invest in the 

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. Sources in the Ministry of 

Housing indicated that although the aim is to build homes, the progranme is  

also designed to help local contractors 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 19 77  and 19 8 6 . 

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 Government, BAFCO, and ALBA, with installed capacity of 290 MW, 60 MW

and 300 MW, respectively. It is , therefore, clear that ALBA's capacity is

a l i t t l e  more than that availab le fo r  the domestic use o f the whole country.

2/ "Bahrain Government to  Invest $195*4 m illion  on Homes", in: Middle East 
Economic Digest (MEED), V o l. 23, No. 5» London, February 1979» P* 18 .
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Access to electricity in Bahrain is  very higi amounting to about 98 per cent 

of the total population. The ris ing  standard of liv in g  and the consequent 

rise 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 electric ity  was so high that the Electricity  

Directorate had to resort to borrowing e lectric ity  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 due to mechanical failures or to shut-down for 

unforseen maintenance work was always there. I f ,  as expected, demand grew 

by another 30 per cent in 1978, the existing capacity would have failed to 

be adequate.

255. To meet this rapidly rising demand, the Government has accelerated 

its  expansion of the power generation capacity. Between 1965 and 1975 

installed capacity of Manama power more than trip led rising from 41 MW 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

£^30 million. This station also included a water desalination plant for 

5 million gallons of water a day. In itia l 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 Muharraq with installed capacity of 40 MW was 

completed in 1977, bringing the total installed capacity in that year to

290 MW.
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¿5o. Moreover, to ensure the aval la b ility  of adequal v i n—— ---

future, the Government is  now constructing a fourth power station at Rifa 

with a capacity of 200 MW. The firs t  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 BD30 million, .'otal investment in electric ity  (including water 

desalination) amounted to S)127 million over the past fiee years (1974-1978) 

and is  projected at BD117 million over the next five years (1979-1983). The 

Arab Funds have been the main source o f financing for these projects. The 

Government recently appointed consultants to assess future power needs, and 

is  also contemplating importing power from Saudi Arabia across the causeway 

during 1983-1990. Bahrain has, therefore, embarked on an ambitious 10 year 

programme, the firs t  part of which is  the construction of a fourth generating 

station at Rifaa at a cost o f $75 m illion. The firs t  100 MW stage o f the 

Rifaa plant w ill be completed in July or August and the second 100 MW stage 

is  to be finished next year.-/

257. In addition to ensuring the availab ility  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 

fla t rate of 5 f i ls  per KWh to 5 T il3 per KWB for the firs t  1,000 KWhs, and 

12 f i l s  per KWh for each additional unit consumed. The next step w ill be to 

differentiate rates between commercial and home users. The Directorate is  

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.

"Some structural Bahrain problems in The Financial Times, London, Monday, 
3 April 1978. Special Report on Bahrain.
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25°. Implementation of these objectives would be made easier, i f  the 

Electrical Directorate is granted autonomy. This w ill also enable the 

Directorate to recruit the needed qualified technical sta ff 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 nf  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 w ill avoid the present 

situation of having projects completed without the prior knowledge of the 

Directorate which is  blamed for not being able to provide electricity  on 

time.^/

Table 57: E lectricity Production and Consumption

Year

Installed
Capacity

(Megawatts)

Peak
Load

( Megawatts)

Units / 
Produced- ^

(KWH)
Number of 
Consumers

1970 79.3 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.o2/ 93.02/ 331.0 48,000
1974 92.o2/ 108.02/ 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.O 59,500

Source: Statistical Bureau, Ministry of Works, Electricity and Water.

a/ Excluding losses in transmission.

b/ 7*2 million is the contribution of ALBA to the domestic consumption. 

ç / Difference in installed and peak is  made up by ALBA power station.

Jy WCRID BAM: Report No.
prospects", Washington,

2053-3H',' 
28 June,

"Bahrain Current Economic 
1973, pp. 23+29.

Position  and
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Months
E le c t r ic ity

Generated

MU

Maximum
Load

№ i

Minimum
Load

MW

Januai. • 30.4 65.4 28.0
February 26.6 64.5 67.5
March 29.5 64.8 22.1
A pril 33-7 76.0 27.6

May 58.2 127.1 43.1

June 76.-: 152.6 69.2

July 35.0 158.O 64.0
August 9 1.6 1 7 1 .O 38.0

September 94.0 17 1.0 92.6
October 79-6 158.O 70.0
November 41.2 89.5 37.0

Decern oer 34.4 68.3 35-0
A l l  year 682.3 17 1.0 22.1

Water

259- The demand fo r  water is  also growing apace, and the s ituation  is  

made worse by the increasing s a lin ity  o f  the country's ground water supply. 

The causes and possible extent o f  the problem are not fu lly  understood, but 

a s tr ic t  monitoring programme has been established. As more and more ground 

water is  extracted, sea water increasingly enters the aquifer, from the east

to  the west.



141 -

Table 59* Water Consumption
( In m illions o f  imperial gallons)

Months 1973 1974 1975 1976 1977

January 389 402 422 464 5?4

February 385 377 396 435 564
March 418 424 _ 446 4/0 596
April 424 434 456 501 601
May 458 465 489 5 > 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 7,469

Source: The Water Supply D irectora te.

260. While studies continue to  determine the extent o f  Bahrain's aquifer 

and any possible links with aquifers in Saudi Arabia, Bahrain is  pressing 

ahe?d with i t s  programme to  meet growing domestic need with more desalination 

capacity. Domestic demand is  currently running at 12 m illion  gallons per 

day and is  expected to  r is e  to  20 m illion  gallons per day in 1983. The 

S itra  power station  now has two desalination units each producing 2.5 m illion  

gallons per day, and expansion plans envisaged a r ise  in output to 20 m illion  

gallons per day in order to produce 30 m illion  gallons a fte r  blending the 

ground water to  meet the domestic requirement by 1985* Tenders are expected

to be invited  la te r  th is  year fo r  three desalination units each producing 

5 m illion  gallons per aay. The country's overa ll water supply programme 

which also comprises extensive pipelaying, pump in s ta lla tion , new control
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fa c ilit ie s  and the construction of elevated and ground-level storage tanks, 

began in 1974 and is  scheduled'for completion in 1980, with the extension 

of the minor networks to follow. The cost of the programme is  estimated at 

$ 12 5  million.

261. Like the e le c t r ic i t y  and water programme, Bahrain's USS162.5 m illion  

sewage project is  also moving ahead b risk ly . F e a s ib ility  studies began in 

la te  1974 and the project is  fast approaching completion with the main trunk 

lin e  expected to  be in place by mid-1979* I t  involves the in s ta lla t ion  o f 

a complete system to  serve a l l  o f  Bahrain’ s metropolitan areas, including 

30 pumping stations and a treatment plant to  recycle sewage into water fo r  

agricu lture  ̂

u Some structural Bahrain problems in: The Financial Times, London,
Monday 3 April, 1978. Special Report on Bahrain.
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C h a p te r  V I I I  

FOREIGN TRADE

Introduction

262. While Bahrain's economy is  strongly integrated in the international 

market economy, i t s  foreign  trade r e f le c ts  a d if fe r e n t ia l and an imbalanced 

geo-economic spread- This is  due to  under-development o f  the economy, lack 

o f  correspondence between i t s  supplies and exports, spec ia liza tion  in o i l  

re fin in g  and exportation and dependence on manufactured goods, intermediate 

commodities, consumer goods and foodstu ffs . The country's geographic 

location  and it s  ro le  in  regional and international trade are other important 

determinants o f the geo-economic spread o f  i t s  fore ign  trade.

263. Bahrain's foreign  trade su ffers from a structural d e f ic it  which 

fluctuated between 1970 and 1973 and, at the end o f th is  period, m ultiplied 

by more than four times. Considering the non—011 sector, the value o f i t s  

imports (C IF) and i t s  balance o f trade d e f ic it  have both m ultiplied by 

f iv e  times over the period 1970 -  1978, inspite o f an i -ase o f more than 

s ix  times in the value o f  export (FOB). Bahrain has boosted i t s  non-oil 

imports, espec ia lly  since 1973, as well as i t s  non-oil exports. As a resu lt, 

the l e f i c i t  in non-oil balance followed a sim ilar trend between 1973 and 1978.

264. The Bahrain trade balance showed a d e fic it  o f 3)72.6 or USS137 m illion , 

in 1977; exports amounted to BD730.1 m illion  and imports to  BD302.7 m illion .

The Commodity Structure o f Exports

26p. Integration in international markets appears also in Bahrain's exports. 

Oil extraction and re fin in g  continue to dominate Bahraini to ta l exports.

Price increases had reinforced the value of o il exports in total exports. This

could be observed over the period 1976-1973 where mineral rueis, iuoncams
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and rela ted  minerals, including refin ed  o i l  and Abu-Saafa exports, represented 

more than 75 per cent o f  to ta l exports in 1976 and almost 30 per cent in 

1979-

266. Manufactured goods, including aluminium exports, represent a second 

but fa r  less  important item in Bahraini exports. In  1976, manufactured 

exports represented 14 per cent o f  to ta l exports, compared with less  than

12 per cent in 1978. This indicates that the growth o f  manufactured exports 

in value has not coped with the growth in  the value o f  o i l  and o i l  products.

267. Machinery and transport equipment represent a th ird  but very simple 

item in  the commodity exports. In 1976 they represented almost 5.3 per cent 

o f  to ta l exports, and only 4.1 per cent in 1978. Regarding exports valued 

at s lig h t ly  more than 3 per cent o f  to ta l exports in  1976, and at about

2.2 per cent in 1978, w i l l  probably be more a ffected  in future years by the 

general development o f  the ports and trade in frastructures in the various 

neighbouring Gulf States.

263. Pood and livestock  represent a minor item in commodity exports; even

i f  we add beverages and tobacco exports, they represent only 1.8 per cent o f

the 1976 exports, and only s lig h t ly  more than 1.2 per cent in 1978. While

beverages and tobacco have marginally increased, food and livestock  exports 

declined because o f the increased consumption o f  food due to  the population

growth o f Bahrain.

O il Exports

269. Oil exports amounted to 3D572.2 m illion , or to  US$1,475-5 m illion  

in 1977, while o i l  imports increased to BD357.3 m illion , or to US$922 m illion . 

Consequently, the 1977 o i l  revenue o f Bahrain rose to BD180.7 m illion  

(US$455.7 m illio n ), including revenues from ABU Saafa production.

t

:
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270. Trade d e fic it  in 1977 was rela ted  to the non-oil trade d e f ic it  o f 

3)287 m illion  due to  the important public investments that had been undertaken, 

ch ie fly  in housing and e le c t r ic i t y .  The d e fic it  in the balance on current 

accounts amounted to H)49»2 m illion  or US$126.3 m illion .

271. The o i l  sector has p o s it iv e ly  and constantly contributed to the 

country's foreign  trade >y reducing i t s  global trade d e f ic i t .  In fact,

Bahrain has to  import crude o i l  in  order to  fu l ly  u t i l iz e  i t s  re fin in g  capacity. 

Yet the almost ten fo ld  increase in crude imports between 1970 and 1978 has 

been compensated, though not en tire ly , in  value o f  o i l  exports including 

Abu-Saafa o i l .  In  1978, the last year o f  the period considered, the ra tio

o f o i l  exports to  o i l  imports became roughly 1.7 a.s compared with more than 

2 per cent in  1970. In fa c t, the r is e  in the price o f crude has a ffected  

and w i l l  continue to  a ffe c t the value o f  the country's crude imports, while, 

at the same time, ra is in g  that o f  i t s  o i l  exports. This is  not the case in 

the other o il-exportin g  countries in the C-ulf, whose domestic consumption 

and to ta l re fin in g  capacity are below the quantity o f th e ir  extracted and 

exported o i l .  Since Bahrain1s o i l  productici w il l  continue to decline, one 

may expect a narrowing o f  the gap between the value o f  crude o i l  exports and 

imports. In the year 1979» crude o i l  imports to ta lled  476 m illion  and 

exports 772.5 m illion . The ra tio  was already 1.6 in 1979* Such a decline 

in the ra tio  o f exports to imports w ill consequently reduce the positive  

ro le  played by exports o f refined  o i l  in to ta l foreign  trade. This is  shown 

in tab le 60.



Table 60: Summary o f Foreign Trade
( In m illion  Bahraini Dinara)

End o f Period

NON — 01 01 \rJ TOTAL OVERALL
TRADE

BALANCEImport
(C . I .F . )

Export
(F .O .B .)

Balance Import
(Crude)

Export-^ Import Export

1970 80.1 25.2 -  59-9 37.6 78.5 117.7 103.7 - I 4 .O

1971 109.1 30.1 -  79.0 39.0 97-4 148.1 127.5 - 20.6

1972 106.8 45-9 -  6O.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 - 12.8

3974 176.0 71.7 -IO4.3 269.0 430.3 445-0 502.0 -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 -287.3 357.8 572.7 802.7 730.1 -72.6

1978 453.4 147.5 - 305.9 338.8 585.5 792.2 733.0 -59.2

Source: State o f  Bahrain, Bahrain Monetary Agency, S ta t is t ic a l B u lle tin ; V o l. 5» No. 4 Bahrain,
December 1979, Bahrain Monetary B u lletin , Department o f  Economic Research and S ta t is t ic s ,  Table No.

\J S ta t is t ic s  D irectora te -  Cabinet A ffa ir s

2/ Oil D irectorate -  M inistry o f  Devt’ opment and Industry

3/ Including Abu-Saafa



-  147 -

Oil Revenues

272. The second largest o i l  re fin ery  in the Middle East is  located in 

Bahrain. I t  is  owned by Caltex. About 22.3 per cent o f the input o f  the 

re fin ery  comes from the Bahrain f ie ld ,  and the rest from Saudi Arabia v ia  

an underwater p ipeline. The Bahrain f ie ld 's  input to the re fin ery  has been 

declin ing slowly but stead ily , by a to ta l o f  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 Bahrain f ie ld  is  expected to  continue to  

decline, perhaps at a somewhat accelerated rate, but input o f crude from 

Saudi Arabia w il l  probably increase proportionately. Because o f the blending 

o f  Bahrain and Saudi crude in  the re fin in g , i t  may be convenient fo r  balance 

o f payments purposes to consider the re fin ery  as a non-resident a c t iv ity , 

and the Bahrain o i l  as exported when i t  reaches the re fin ery . Thus the various 

types o f  government o i l  revenue and expenditures by C latex as export rece ip ts .'

273* O il revenue accruing to the economy consists o f  s ix  d iffe ren t

2/
categories. These are:- '

1. Abu Saafa f ie ld  which is  now the largest source o f o i l  revenue, 

and whose proceeds are shared equally between Saudi Arabia and 

Bahrain;

2. revenues from the 60 per cent share in Bahrain f ie ld .  The 

Government s e lls  th is  crude to BAFCO at 93 per cent o f  the 

posted p rice ;

3. roya lties  from the remaining 40 per cent o f the Bahrain f ie ld  

which is  owned by Caltex, amounting to 20 per cent o f the posted

More recently Saudi Arabia committed i t s e l f  to provide a further amount o f 
Saudi crude o i l  fo r the running o f the re fin ery . This has already been 
mentioned in a previous chapter on the o i l  re fin in g  industry.

WORLD BANK: "Bahrain Current Economic Position and Prospects", 23 June,
1978, Washington, Report No. 2058-BH, pp, 43-45*
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price on crude used to  produce products fo r  export, and 12.5  

per cent on the crude used to  manufacture products fo r  the 

domestic market ;

4. revenues from income tax  on the 40 per cent owned by Caltex;

5 . revenues amounting to  55 per cent o f  the net p ro fit  o f  the 

re fin ery  imposed on products fo r  both the export and the domestic 

market s ;

6. the local expenditures of BAFCO.

274* Bahrain's major source o f  o i l  revenues is  the Abu Saafa f ie ld .  This 

source is  estimated to  have provided Bahrain in  1977 about 3)91.6 m illion  

($237 m illio n ), or about 45 per cent o f to ta l income from the o i l  sector.

This source has been growing rap id ly  and has more than compensated fo r  the 

decline in  production from the Bahrain f ie ld .  According to the 1978 and 1979 

budget projections, Abu Saafa revenues are expected to  be lower in these two 

years than in 1977, but th is  may simply r e f le c t  conservative budgeting. Crude 

production in that f ie ld  has fluctuated during the la s t f iv e  years. The second 

most important source o f  revenue is  the sale o f  crude from the 60 per cent 

portion o f the Bahrain f ie ld  owned by the Government. A fte r  crude production 

costs, th is  source is  expected to y ie ld  about S124 m illion  in  1978, or about 

24 per cent o f to ta l o i l  revenues. The th ird  important source is  the 85 per 

cent tax imposed on the net p ro fit  from the 4O per cent o f the Bahrain f ie ld  

s t i l le d  owned by Caltex. This is  l ik e ly  to be about 16 per cent o f Bahrain's 

1978 o i l  rece ip ts . The remaining o i l  revenues accrue from the 55 per cent tax 

on the re fin e ry 's  net p ro fit  and on the domestic sales o f petroleum product.
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275* The Government thinks about acquiring the remaining 40 per cent o f 

the Bahrain f ie ld ,  but since the present government rece ip ts  on th is  portion 

is  only abdut 60 US cents per barrel less  than that from Bahrain's own 

share o f the Bahrain f ie ld ,  the complete takeover o f  the f ie ld  is  not l ik e ly  

to have much e ffe c t  on o i l  revenues.

276. There are obviously many imponderables in try in g  to  forecast Bahrain's 

o i l  revenues. The most uncertain factors are the performance o f  the Abu 

Saafa f ie ld  and changes, i f  any, in the posted p rice . The decline in Bahrain 

production, now estimated at about 6.5 per cent a year, seems fa i r ly  certa in  

despite the continuing re - in jec tio n  o f  natural gas. Future d iscoveries are not 

regarded as l ik e ly ,  although one source suggested that more exploration o f f  

the east coast wouli be warranted.

Other Exports

277• With diminishing o i l  rece ip ts , the a b i l i t y  o f  Bahrain to generate

other exports, or to  substitute domestic production fo r  imports, is  a matter 

o f great importance. Unfortunately, availab le s ta t is t ic s  do not distinguish 

between exports and re-exports orig ina tin g  in Bahrain, nor give any 

indication o f the value added in Bahrain which is  exported. Port authorities 

estimate re-exports at 25 per cent o f the volume o f  imports. Since foreign 

trade in alumina and aluminium is  handled outside o f the ju risd iction  o f the 

port authorities, i t  may be necessary to subtract 40 per cent o f imports 

from Austra lia ,-^  the source o f alumina fo r  Bahrain, from to ta l imports, and 

also exports o f  aluminium from to ta l exports when calcu lating the volume o f 

exports o f goods o f  Bahraini o r ig in . I t  would be very hazardous to draw any 

conclusions from such a rough exercise as fa r as the yearly  data are concerned. 

I t ,  nevertheless, appears that re-expcrts are declin ing as a percentage o f

l ! Middle East Economic D igest, March 1978. P- 29 o f supplement on Bahrain.
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to ta l exports. Another source estimates that about h a lf o f  exports (other 

than o i l  and aluminium) consist o f  re-exports. On th is  basis exports o f 

goods o f  Bahraini o r ig in  (o ther than o i l  and aluminium) seem to  have 

increased in  rea l terras by over 13 per cent a year since 1972. The recent 

evolution o f the export o f  commodities is  iiown in  tab les 61 and 62.

Commodity Exports and Re-exports to Arab Countries

278. Saudi Arabia, the United Arab Emirates, Kuwait and Qatar are the 

main importers from Bahrain. T ex tile s  and cloth ings, mainly exported to  

Saudi Arabia, constitute the f i r s t  commodity in the exports and re-exports 

from Bahrain. Cereals and cereal products, tobacco and c iga re ttes  are 

second in importance and e le c tr ic  machinery constitutes the th ird  important 

category, followed by intermediate and sem i-finished products, namely, iron 

and s te e l.

279* While 3ahrain is  strongly in tergrated in to the West European, 

Japanese and US market*, with i t s  trade with the Far East soaring, i t s  

foreign  trade with the Arab countries i s  very lim ited . Arab countries range 

fa r  behind other partners in Bahraini imports (Saudi Arabia and Lebanon 

ranged 16th and 17th in the l i s t  o f exporters to Bahrain in 1974). On the 

other hand, due to  the value o f th e ir  exports and re-exports to  Bahrain, i t s  

neighbouring Arab Gulf countries were among the f i r s t  nine importers from 

Bahrain (Saudi Arabia waa second, Dubai th ird , Kuwait f i f t h ,  Qatar eighth, 

Abu Dhabi ninth in 1974)•
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Table 6 l : Composition of Non-Oil Exports ( f . o . b . )

( in  millions оÎ* BelmBini dinens)

и

1972 1973 1974 1975 1976 1977

Food and. l iv e animals 6.5 7.6 7.9 4.9 3.2 8.4
Beverages and tobacco 0.9 1.3 1.5 1.9 2.6 2.4

Manufactures, 

by material

c la s s ifie d  ch ie fly

22.2 34.3 39.7 47.0 64.О 66.4
Machinery and transport 

equipment 6.0 4.3 3.7 13.1 З5.1 44.2

Miscellaneous

a r t ic le s

manufactured

9.0 9.5 11.7 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 1 З6.6 157.6

Sources: M inistry o f  Finance and National Economy.and S ta t is t ic a l Bureau. 

1/ Export ajyj re-exports, f .o .b . ;  exclude gold and s ilv e r .

Table 62: Exports by Commodities C la ss ified  According to SITC

( in  m illions o f Bahraini dinars)

SITC C lass ifica tion 1976 1977 1978

0 -  Food and Livestock 3.2 З.5 6.1
1 -  Beverages and Tobacco 2.6 2.4 2.3

2 -  Crude and Ined ib le Materials Exc. Fuels 1.6 0.1 2.0

3 -  Mineral ^uels, Lubricants and Related 
Minerals-^ 464.4 572.0 5З5 .9

4 -  Animal and Vegetable O ils and Fat3 0.1 - 0.1

5 -  Chemicals 1.3 2.7 3.2

6 -  Manufactured Goods C lass ified  by 
Material-/ 64.О 66.4 85.4

7 -  Machinery and Transport Equipment З5.1 44.2 30.2

3 -  Miscellaneous Manufactured A rtic le s 22.9 32.1 17.3

9 - Unclassified Groups and Actions 0.1 0.2 -

Source: D irectorate o f S ta tis t ic s ; O il D irectorate; Ministry o f Development and
Industry; Bahrain Monetary Agency. Quaterly S ta tis tica l Bulletin: V o i. 5 
No. d, Bahrain Dec. 1979; Bahrain Monetary Bulletin , Dept, o f Economic ’ 
Research and S ta tis t ic s , Table No. 21.

1' Inc ludes Refined Oil Exports and Abu Saafa.

Includes Aluminium Exports.
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The Commodity Structure o f  Imports

280. Bahrain's economy is  strongly dependent on foreign market for its  

supply. Its  o il refinery is  more a relay for the processing and exportation 

of o il rather than a fu lly  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 represented 

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 o f the firs t  category of imports. Bahrain's imports of manufactured 

goods which include mainly alumina represent the third important import item, 

and is  valued at a l it t le  more than one eighth of total imports. Other 

manufactured artic lesf grouped under Miscellaneous, accounted for a l it t le  

less than one twelfth of total imports. Pood and Livestock represent a small 

but significant item of the commodity imports to which Beverages and Tobacco 

could be added, amounting together to another twelfth of total imports.

281. Pood 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 in 1970 to US$90 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 m demand 

are population growth and rising standards of living. Since agriculture has 

limited potentialities, it seems to be certain that Bahrain's dependence on 

food imports w ill continue to increase.

232. 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 a general growth in imports. Assuming that this trend 

is  structural and w ill, therefore, be constant, it could be concluded that
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Table 63: Bahrain's Agricultural Imports, 1970-1977
(M illion  OS Dollars; per cent)

1970 1975 1976 1977 Total percentage change, annual average
197О-1977 change

30.6 64.3 74.0 90.0 + 1’94.0 + 64-7

Source: Department of Agriculture, Washington; Middle East Economic Digest,
Vol. 22, No. 30, 28 July, 1978.

the import of crude o il, transport equipment, intermediate products and 

goods w ill continue to stimulate imports, relatedly with a 

constant deficit in food and livestock. The movement of imports between 

1976 arl 1978 is  shown in the following table 65.

Table 64: Compost ion of Non-Oil 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 39.1 42.8

Beverages and tobacco 2.9 4.0 4.6 6.0 8.6 10.2

Chemicals 1 З.1 16.0 14.8 18.5 22.0 ЗО.9
Manufactured goods classified  
chiefly by material 26.7 29.2 43.1 57.0 96.1 1О6.З
Machinery and transport equipment ЗО.5 36.1 52.5 36.0 155-6 161.О

Miscellaneous manufactured articles 15.7 13.4 2З.5 33.0 49-6 76.3

Other categories 3.0 4.7 7.6 7.8 16.6 17.4

Total 106.3 123.0 176.0 232.9 З87.6 444-9.

Source: Ministry of Finance and National Economy and Statistical Bureau.

_1/ Excludes gold and silver.
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Table 65: Imports by Commodixy 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. Fuels 8.7 9-1 9-1
3 -  Mineral Fuels, Lubricants and Related 

Minerals-' 279-6 36^.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 C lassified by 

Material-^ 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 659.3 802.7 792.2

Source: Directorate of Statistics; Oil Directorate; Ministry of Development
and Industry; State of Bahrain, Bahrain Monetary Agency; Quaterly 
Statistical Bulletin, Vol. 5» Wo. 4 Bahrain, December 1979; Bahrain 
Monetary Bulletin, Department of Economic Research and Statistics, 
Table Mo. 20.

^  Includes Crude Oil Imports

2/ Includes Alumina Imports

Geographic Distribution of Foreign Trade

293* The Arab countries, mainly Saudi Arabia, followed xo 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 fe l l  to around 42 per cent in 1973. Since Bahrain 

has been mainly a re-exporting center, it is  d ifficu lt to separate re-exports 

from total exports. As Saudi Arabia has developed its  own portr and increased 

its  direct imports, Bahrain's export to Saudi Arabia fe ll  by more than
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200 per cent between 1976 and 1978 as shown in tab le  66. Although 3ahrain 

w i l l  continue to be a regional exporting centre, the development o f  ports 

and other import in frastructures, mainly in Saudi Arabia and the United 

Arab Bnirates, could reduce the re la t iv e  weight o f  re-exporting a c t iv ity  

in  Bahrain's fore ign  trade. The lack o f commodity c la s s ific a t io n  o f the 

Bahraini exports to  Arab countries makes i t  d i f f ic u lt  to  project th is  

category o f exports over the next decade, notwithstanding future changes in 

the economic and import p o lic ie s  o f  these d iffe ren t countries.

284. Asian countries rank second in Bahrain's exports and have almost 

doubled between 1976 and 1978, with their share in total Bahraini exports 

rising from 20.9 to 5} .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.

285. The European countries rank th ird  in Bahraini exports. Already 

small, the value o f these exports f e l l  dramatically from 6.34 per cent to 

less  than O.15  per c e r t .  Considering the predominance o f  European exports

to  Bahrain, the small and fa l l in g  share o f  these countries in  Bahraini exports 

shows that the geographical spread o f  Bahraini imports does not cope with 

that o f  i t s  exports. Although th is  phenomenon applies also to  Arab countries 

and, to a lesser extent, to  Asian countries, the gap is  too wide and s trik in g  

in the case o f Bahrain's trade with European countries. This could be 

explained in terms o f  the strucutre o f the Bahraini economy. The Emirate 

imports substantial and increasing amounts o f manufactured goods, transporta­

tion  equipment, consumer goods and foodstu ffs, but can export only lim ited 

aluminium and o i l  products to  these countries. Since the prospects fo r  

sign ifican t increases in o i l  output are not very bright, and as the new gas 

exports are mostly destinated to Japan, Bahrain is  not l ik e ly  to improve its  

dramatic trade d e fic it  with Western Europe unless i t  suddenly decides to sh ift 

i t s  sources o f supply to other groups o f countries.
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Table 66; Exports Of Non—Oil Products According to Country of Destination

(in  millions of Bahraini Dinars)

Country 1976 1977 1978

Arab Countries 82, 2)6 22*416 62,338
Kuwait 3,164 5,256 3,127
Saudi Arabia 68,219 80,511 31,931
Lebanon 34 83 5
United Arab Snirates 6,111 5,598 17,518
Qatar 2,385 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 51,778
Thailand 109 363 -

Taiwan 2,044 3,159 5,036
China 7,246 6,073 4
Singapore 33 126 818
Pakistan 198 410 233
India 109 658 2,345
Iran 5,157 14,020 13,672
Indonesia 35 49 157
Hong Kong 18 68 9
Other 3 15 4,449

European Countries 8,658 2.840 218
Belgium - 11 6
Denmark - - 4
West Germany 54 69 4
Prance 178 135 1
Sweden - - -
Netherlands '•*2,227 602 69
United Kingdom 4,241 262 114
Other 1,953 1,762 20

( continued)
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Table 66: Exports Of Non-Cil Products According to Country o f Destination ( cont.)

(in  millions of Bahraini Dinars)

Country 1976 1977 1978

American Countries 3,644 §11
United Sates of America 2,022 3,644 612
Canada - - 1
Other 440 - -

Shins Supplies h 2& ¿*4^6 4 ,7 5 5
Aircrafts Supplies — 43 745
Total 136,604 157,602 147,545

Source: Directorate of Statistics; State of Bahrain; Bahrain Monetary-
Agency, Quarterly Statistical Bulletin, Vol. 5» Ho. 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
Prance (FF) 139.1 8.0 131.1
West Germany (DM) 156.0 29.3 126.2
Belgium-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 (*> 40.8 0.2 40,6
Singapore (S Singapore) 70.6 240.4 - 169.3
Thailand ( baht) 31.6 223.8 - 192.2

Source: MEED? Annual Review, 31 December 1977.
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Geographical D istribu tion  o f Imports

286. Western Europe has strongly reinforced its  predominant position in 

Bahraini imports between 1974 and 1973. The share of the main West 

European countries (EEC and Scandinavian countries) jumped from 28.1 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 13.1 per cent of Bahrain's total imports 

in 1974 to 11.3 per cent 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 its  share

of Bahraini imports from 13.2 per cent in 1974 to 14.4 per cent 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 by 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 w ill occur in future 

years. Among Arab countries, the main suppliers of goods and services 

to Bahrain were Saudi Arabia and Lebanon, and the shares of these two 

countries which are already etremely limited fe l l  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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1
Table 68; Imports o f Non-Oil Products According to  Country o f  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 148,6^7 180.844 197.914

West Germany 24,345 26,179 36,754
Prance 9,460 11,312 10,828
Ita ly 3,808 14,611 17,590

Netherlands 10,590 9,969 9,333

United Kingdom 68 , 369 87,036 90,132

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 22,939 25,592

Total 337,644 444,974 45 3,344

Source: Directorate of Statistics; State of Bahrain, Banrain Monetary
Agency, Quarterly Statistical Bulletin; Vol. 5 No. 4, Bahrain, 
December 1979* Bahrain Monetary Bulletin, Department of Economic 
Research and Statistics, Table No. 22.

J
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Chapter IX

PROSPECTS FOR THE BAHRAINI INDUSTRY 

GLOBAL ILLUSTRATIVE PROJECTIONS 

Projection» of Total Population

288. According to Government sources, Bahrain 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 w ill exceed

616,000 inhabitants reflecting an average compound rate of growth of 7 per 

cent during th is period.-^

289. I f  the population is  to pursue its  increase at the same rate over 

the period 1935-1990, its  total number w ill 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 w ill 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 

BD133.0 million in 1973 and rose to 548.4 million in 1977- Taken at 

constant 1977 market prices, the Bahraini GNP was valued at BD412.7 million 

in 1973 and BD548.4 million in 1977. This represents an increase of 

3D135-7 million over the period 1973-1977, or an average rate of growth of 

8.22 per cent per year.

This ra te  combines both the domestic growth rate and the rate pertaining 
to immigration.
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291. I f  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 3)180 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 during 1990s, GNP is  likely  to be in the 

neighbourhood of 3)2,419 million in the year 2000.

Projections of Per Capita Product

292. According to Bahrain statistics Bahrain had a total population of 

308,900 inhabitants in 1977- At that time, according to the World Bank 

estimates Bahrain's Gross National Product was BD543.4 million at constant 

1977 market prices. This means that per capita producx was about 3)1,77.3» 

or sume 82,965 for the year 1977.

293. I f  it could be assumed that the Emirate's GNP continued to rise at 

its previous 1973-1977 r-rte of 8.22 per cent per year during the period 

1977-I985t GNP w ill add up to almost 3)909 million in 1985» and on "the basis 

of the projected total population of 616,000, per capita income w ill amount 

to nearly 3)1,475* I f  the Bahraini economy and total population continued 

to grow between 1985 and 2000 at the rates assumed above, per capita income 

is  likely to fa l l  to almost 3)938.5 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 ecenarios are, however, envisageable, based on 

different hypotheses for the growth of population and GNP:

The first scenario is  basad on a reverse trend based on two hypotheses 

a) growth of population betwee . 1985-2000 resulting from a government decision 

to dramatically stop immigration or from a dramatic fa ll in the growth of the 

local population. Prom a realistic  point of view, a 'eduction m the local
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rate of population growth due to smaller families and higher consumption 

may occur at the beginning of the mid-eighties and stretch to the end of 

the century, and b) GNP w ill 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 w ill take place, leading to a higher and more systematic upgrading of 

resources, consolidation and further diversification of manufacturing and 

increased profitable services during the period 1985-2000. As a result, 

growth in GUP w ill sustain the population growth by preserving and probably 

boosting up 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 o f 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 individualisation of social l i fe ,  continuing 

organization, increasing consumption and the development of capital-intensive 

industries in the Emirate. On the other hand, the extension of f i r s t -  

processing industries and of oil-related  infrastructural maintenance activities, 

as well as financial offshore banking, may a ll 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 level projected for 1985.
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297- This scenario would he an optimal one for Bahrain’ s economic 

development. Precisely, it ca lls  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 199-

298. Increased efforts are made to consolidate agriculture and fishing 

through specific capital spending, tax: policy, training and other policy 

measures. However, in spite of these efforts, the sector's gross product 

declined from 3)10.2 million in 1973 to 3)9-4 million in 1977, or at an 

annual average fa l l  o f 4-90 per cent, at constant 1977 market prices.-^ This

devolution is due to limited agricultural potentialities and steady population 

growth; therefore, it is  not unrealistic to assume constancy of this trend 

and to project the value of the agricultural and fishing gross product over 

the current period 1977-1980. On the basis of this assumption, the sector's 

gross product may fa l l  by 14-7 per cent during the three-year period, 1977— 

1980, or to slightly more than 3)8.0 million in 1980. Assuming that the 

sector w ill develop by following the same trend over the present decade, its  

gross product w ill fa l l  by 4 .^ per cent per year, or by 49-0 per cent between 

1930 and 1990- In this case, gross product in this sector may fa ll  to 

slightly more than 3)3-9 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 defic it. 

However, a slowdown of demographic growth may limit the dimension of the

L '
^orld  3ank estim ations.
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agricultural problem which w ill confront the Emirate and, consequently, 

constitute a firs t  alternative to those prospects. Another, more positive 

alternative could well be a boosting of the gross fis iin g  products, which 

w ill probably be less problematic than the development of agricultural activity.

Oil Extraction and Mining. 1980 and 1990

300. During the 1970s Bahrain faced the very serious problem o f a steady 

decline in the production of o il and depletion of its  available reserves.

Since the Emirate has been a small producer, the important price increases 

which took place failed even to maintain the real value of its  o il gross 

product. Thus, the gross product of o il fe l l  from BD209-0 million in 1973 to

BD194.1 million in 1977, or at an average decline of more than 1.78 per cent

1/per year

301. Assuming that this trend continued over the present period, 1977-1980, 

the gross product of the o il and mining sector would have fallen by nearly 

5.35 per cent, from ED194-1 million in 1977 to nearly 191*2 million in 1980.

In fact, with the active current establishment of an associated-gas industry, 

it is  expected that the gross product of the o il and mining sector w ill 

increase through an extension of its  base into an all-hydrocarbons, crude o il 

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 o il reinforces the potential for the new gas 

projects to sustain the sector's future product.

302. Looking at the ten years 1980—1990r two different hypotheses could 

be adopted for the assessment of the prospects of this primary sector for the 

1980s.

^  Because inflation was soaring in the 1970s, gross product of currant market 
prices had actually risen considerably between 1973 and 1977. At constant 
1970 prices it actually fe ll as shown above.



- 165 -

303» A 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 1977-1930 and over the next decade. In this case, the product 

generated in the o il and mining sector is  like ly  to fa l l  again at the same 

annua] rate of 1.78 per cent, or by more than BD34»0 million over the next ten 

years to a new level of almost HJ157-2 million in 1990. This fa ll  

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 in itia l base year of 1973- 

This would mean that unless some qualitative and positive changes take place 

in this sector, its  gross product might likely  fa l l  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 o il, it may be 

justifiab le  to project stability  in output in the short run in the early 1980s, 

and an increase in the gross product of gas for the mid 1930s.

Redeployment of Oil and Gas in the 1980s

305. In recent years the Emirate's domestic o il and mining sector has been 

gradually achieving redeployment within the hydrocarbons sector. While oil 

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.

306. As gas production is quickly approaching that of crude o il, one may 

expect two successive phases of development within the o il and mining sector:
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Hiase 1; Domestic crude o il reserves and output w ill continue to decline, 

but further o il price increases w ill tend to compensate, totally  

or to partially  for the negative effects of the decline in o il 

supplies. At the same time, natural gas supplies w ill increase 

also, compensating partly for the decline in o il income. This 

phase may last from 1983 to 1985.

Phase 2: Domestic crude o il output w ill further decline, hut o il prices

may not cope with the sesulting fa l l  in revenue. Gas prices, 

however, are expected to compensate entirely for the losses in 

the crude o il branch, and even bring about the rise  in total 

revenues deriveI from the sector which would allow total 

revenues to exceed a ll previously attained levels. This may 

take place between the middle and the end of the 1980s. At that 

time, Bahrain's o il and mining sector w ill become largely based 

on gas and mining.

It must be kept in mind that gas, like crude o il,  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 material w ill be consumed 

and depleted systematically and intensively.

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 o il refining, aluminium smelting and processing, flour 

milling and other manufacturing activities. Taken as a whole, manufacturing 

gross product had risen from 2048.6 million in 1973, at constant 1977 market
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prices, to 3D 115-1 million in i977, or by 136.S3 per cent. This represents 

an average growth of nearly 34.21 per cent per year. When looking at 

different branches of the sector, it  w ill be noticed that o il refining, 

aluminium and other non-identified manufacturing undertakings were the main 

contributors to the sharp rise in the sector's global gross product. While 

the increase achieved by o il refining is  mainly attributed to o il prices, the 

other increases, mainly those of aluminium reflected a combined effect of 

aluminium price improvements and a further upgrading of aluminium products.

308. I f  it  could be assumed that the manufacturing sector's main branches 

w ill achieve the same combined performance between 1977 and 1930 as that 

'.diich had been achieved in 1973- 1977, the sector's gross product w ill rise

by 72.6 per cent, or by nearly 3)83.60 million, from 3)115*1 million in 1977 

to about 3)198*7 million in 1980. The manner in which the price trend of 

both the o il and aluminium products have developed during the last three 

years seems to justify  to a large extent the hypothesis of continuity in 

performance by manufacturing in Bahrain.

309. Furthermore, looking ahead over the years '¡980-1990» and applying 

the same growth trend, one can forsee a total growth of 342.1 per cent over 

the decade 1980-1990. This represents a use in manufacturing gross product 

from 3)198.7 million in 1980 to more than 3)679*7 million in 1990.

310. Assuming that GNP, at constant 1977 market prices, w ill increase over 

the period 1980-1990 at an average of 3.22 per cent per year, it would be 

expected that Bahrain w ill achieve by 1990 a GNP whose value, at constant 

1977 prices, w ill be 32.2 per cent higher than its  projected level of 1980, or 

some 115 per cent higher than in 1977. This w ill add up to nearly 3)728.7 

million in 1980 and to almost 3)1,327*7 million in 1990. Consequently, the 

share of manufacturing in GNP wi2 represent more than 51 Per cent. In 

qualitative terms, this w ill mean that by that time the Bahrain economy 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 available 

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 convincing and encouraging experience. 

This is  the real reason behind the relative turnaway from the income 

diversification strategy based on industrialization, a phenomenon 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 inadequacy 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 Emiratefes o il sector yields no significant profits, while production 

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.-^ In

a published report, the Minister said that, "It is  no wonder that the 

industries along the Gulf have met and are meeting great d ifficu lties . The 

only two advantages -  cheap energy and the availab ility  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 l i t t le  idea of 

engineering, or by engineering firms with l it t le  idea of marketing."-^

y  "SHIRAWI Criticizes GUlf Industry Plans", int Middle East Economic Digest 
(MEED), Vol. 22, No. 21, London, 26 May, 1978.

Zl 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 are likely to influence the development of the 

different branches o f industry in Bahrain during the current decade; these 

variables are:

a) expansion and growth of the industries of gathering and 

exporting associated gas.*^

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 c w ill sustain a gradual and increasing move 

downstream o f the industrial processing industries, thereby, embracing new 

and more upgrading processing sequences ?nd slightly extending the degree

of integration of the whole iddustrial sector. This w ill 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 

d ifficu lties  involved in assessing the various investments it would be 

d ifficu lt to percieve soundly the prospects of these industrial undertakings, 

particularly in the case of Bahrain, for the coming years in the current decade.

315* Projection of 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 inconsistent and misleading, though often used in similar

^  While this variable w ill sustain the share of the primary hydrocarbons 
industries is  the Gross National Product, its capital intensity w ill not 
allow a corresponding growth of their share in industrial employment.
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WW . a  h u u A c a • Only deta iled  ¿ata ou investment in the various branches

and prospects over the future periods, as explicitely expressed by decision­

makers, may allow consistent and, therefore, relevant assessment of the 

prospects. The author of a Fh.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."^ 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 specialized industrial body.

2) To elaborate, implement and follow-up on an integrated industrial 

programme aimed at providing the industrial sector with the basic 

forward and backward projects.

3) To provide, through the State, promotional and protective 

fa c ilit ie s  to sustain private industry.

4) To adopt a Gulf-wide scheme of co-ordination as a d' ¿rmining 

framework and a dynamic point of entry to industrialization.

5) To adopt a sub-regior.al 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.

1 1
AL-MANA'I, Jassem: "Industriai 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  o il-r ich  neighbours, Bahrain does not allow for 

surplus revenues, and this could be looked at as a constraint to 

industrialization. In fact, th is contraint has increasingly turned out to

become a stimulus and an 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 structural constraints, 

namely, limited skilled and skilled labour, problems with immigrant labour, 

d ifficu lt accumulation of o il and gas, narrow market. Meanwhile, region-wide 

industrialization located in Bahrain is increasing, and the Emirate's 

neighbours, who possess larger quantities of o il 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 

fa c ilit ie s . At present, Kuwait is  establishing a petrochemical venture jointly  

with Bahrain, and has recently offered a credit of 6.2 million Kuwaiti dinars 

through its  Kuwait Fund for Arab Economic Development (KFAED) 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/

AL-IQTISADI Al-Kuwaiti (Kuwaiti Economist, No. 196, April 1930, Kuwait
Chamber of Commerce and Industry.')
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Prospects o f  the Aluminium Industry fo r  the Present Decade

317- By s ta rtin g  the f i r s t  aluminium smelting and. manufacturing in the 

Gulf area, Bahrain d e fin ite ly  seized a time advantage, o f  which i t  is  

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  i t s  

own aluminium smelter and competing with the young but already operating 

Bahraini industry, Saudi Arabia preferred to  substitute fo r  the foreign  

in terests  which withdrew from the ALBA jo in t venture, thereby changing i t  

into a mainly b ila te ra l company with regional features and prospects. 

Recently, a decision was made to increase the present production capacity o f 

the ALBA smelter o f  125tOOO tons per year by 45,000 tons per year; at the 

same time Saudi Arabia (an equity holder in ALBA cap ita l) suspended its  

in i t ia l  project o f  estab lish ing an aluminium plant in Saudi Arabia.-^

318. Behind the US producers' fore ign  expansion plans there is  concern

about the rap id ly  r is in g  energy costs and the future a v a ila b il ity  o f e le c tr ic

power in the United States. Smelting o f  aluminium, as is  well known

requires more e le c t r ic i t y  than any other industrial process. Producers must

control these costs in order to  remain competitive with s tee l, p lastics  and

other possible aluminium substitutes. The average cost o f energy required

to make a pound o f  aluminium jumped by 56 per cent since 1973, to 13-4
2/

cents,-' compared with 4 to  7 cents per pound in Brazil and Australia, 

resp ec tive ly . The same source said that costs in the United State* could 

reach 20 cents per pound by 1983. This illu s tra te s  the economic advantage

y  "Aluminium: Bahrein Augoentra sa capacitee de production", in: Journal
Les Echos, Paris, 4 juin 1930.

 ̂ "In Planning for a Decade of Expansion, US Aluminium Producers Turn Abroad",
The International Herald Tribune, 11 June, 1980.

t
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which is  expected to strengthen in the case o f  Aluminium Bahrain. Taking 

into account the export-orientation  o f the Bahrain aluminium industry, i t s  

prospects for the future w il l  be la rge ly  determined by the emerging strategy 

o f the world aluminium producers and by the le ve l o f growth in demand 

throughout the decade.

319- In "the 1970s the international aluminium industry refrained from 

increasing production capacity on account o f the depressed price o f  the 

metal. In the case o f  Bahrain, the US and other multinational corporations 

which entered ALBA's jo in t venture reacted to the price depression by with­

drawing from th e ir  Bahraini venture. However, in the past year or so, 

aluminium prices have risen  sharply, as already indicated, particu larly  in 

Europe and the Far East. As a resu lt, ALBA1s position has sen s itive ly  improved 

to the advantage o f  Bahrain and it s  new partner, Saudi Arabia. Withdrawal 

o f  the multinationals from Bahrain could be part o f th e ir  new strategy which 

aims at spreading th e ir  manufacturing a c t iv it ie s  to other, better selected 

and more p ro fitab le  countries o f  continental scale and abundance o f bauxite 

and coal reserves, lik e  Australia  and to other countries which possess 

abundant and cheap energy and an immense domestic market, l i r e  B razil. In 

fa c t, one US company ia  considering the establishment o f jo in t venture 

fa c i l i t y  involving U52600 m illion  in Australia because o f that country's 

abundant supplies o f  inexpensive coal, natural gas and aluminium ore, and 

because o f p o lit ic a l s ta b il ity .  Another US company recently announced plans 

fo r  a large smelter in the Amazon r iv e r  va lley  in northern B razil, and a 

th ird  company is  planning to establish a jo in t venture with the Philippine 

Government invo lving the building o f a 154fOOO tons-a-year smelter. A 

substantial share o f the new aluminium-making capacity planned by US aluminium 

producers w ill be built outside the United States. I t  is  obvious that a 

spread o f smelters in Australia could cause serious concern for the Aluminium 

Bahrain (ALBA) associates. A further marketing research is  needed in order 

to test the v a lid ity  and extent c f  such fears.
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320. The in ternational aluminium industry sees bright prospects fo r  i t s  

products. US demand foz aluminium is  expected to  r is e  by 4 to  6 per cent 

annually through most o f  th is  decade, which is  mainly due to  increased use 

in  lig h te r  cars and in  packaging and construction. This app lies  a lso to  

West Europe and Japan. This strong growing xrend opens good business 

horizons fo r  the aluminium industry in  Bahrain and ju s t i f ie s  the la t t e r 's  very 

recent decis ion  to  increase i t s  plant production capacity  by 45»000 tons a 

year.

321. The US and other aluminium producers have announced on ly slight 

expansions in  th e ir  domestic f a c i l i t i e s  and may even c lose some p lants.

The slow pace o f  domestic expansion means that producers in  the US, West 

Europe and Japan may have to  import the metal from th e ir  fo re ign  smelters.

I t  was estimated that by 1990 about one fourth o f  U5 consumption may have to  be 

met by import s ̂

333. To the extent that Bahrain has no aluminium ore but is  re lative ly  

rich in gas, Bahrain appears to be in a less advantageous position than 

Australia, a country with abundant supplies o f 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 p ro fits. This goes against an 

economic upgrading and U3e of local supplies of gas which, in the fina l 

analysis, are limited and depletable. However, the accelerating rectification  

of the gas price and it s  alignment to that of crude o il w ill increasingly 

re-establish the economic justification  and commercial p ro fitab ility  o f the 

aluminium industry in Bahrain over the coming years of th is decade.

u This estimate was made by Robin ADAMS, a metale and minerals economist at 
Chase Econometrics in HieInternational Herald Tribune, 11 June, 1980.
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Arguments fo r  and against Bahrain's Aluminium Industry

334* In order to weigh the advantages limitations o f the aluminium 

industry already set up in Bahrain, and to appraise it s  relationships to 

both the Emirate's o il-substitu ting long-term strategy and to the regional 

aid. sub-regional prospects fo r industrial complementarity and economic 

integration, the following c r ite ria  should be referred to:

a) The degree o f vertical, or self-integration;

b) The pattern of geo-economic distribution and integration.

335» Vertical or self-integration implies the co-existence of a l l  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 fragmentary 

pattern o f manufacturing, since it  is  limited to the second-stage processing 

(re fin in g  o f imported aluminium) and to extrusion, powder and cable 

manufacturing.

336. The firs t  upstream sequences of the bauxite extract inn and primary 

transformation (in to  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 absent and located in Japan and Meat Europe. This 

fragmentary production pattern implies that the pricing system o f the bauxite 

ore, the alumina, as well as the pricing of end products are not controllable 

by Bahrain. Consequently, th is 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 found. But the Bahraini economy is  faced with structural

-  175 -
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constrain ts whose solu tion  should, rather be c lo s e ly  examined, possib ly 

through an a lte rn a t iv e  combination o f  revised  and complete v e r t ic a l 

in tegra tion  and a pattern o f  regional in teg ra tion . An apparently sound 

opportunity which would re in fo rce  the aluminium industry in the Gulf 

States is  l ik e ly  to  m ateria lize  in  the near fu tu re. The Gulf Organization 

whose ob jection  is  to  promote industria l co-operation  and in tegra tion  among 

the states o f  the arear is  lobbying fo r  a Gulf jo in t-ven tu re fo r  the 

transform ation o f  aluminium. I t s  cap ita l is  evaluated at BD34 m illion , 

and i t s  capacity at roughly 40,000 tons o f  aluminium products.-/

337. Geo-economic in tegra tion  re fe rs  to  the manufacture, d is trib u tion  

and spread o f  the d if fe r e n t  subsequent components o f  the whole aluminium- 

based products. Prom th is  angle, the aluminium industry in  Bahrain is  

Stretched upstream to  i t s  supply source in A u stra lia , and is  integrated 

downstream with markets in  both Japan and West Europe. This is  a c la ss ica l 

case o f  North-South v e r t ic a l re la tion sh ip  which excludes in tra -reg ion a l or 

in ter-reg ion a l t ie s  w ith in  an a lte rn a tive  frame South- South complementarity 

and in teg ra tion . Concretely, the aluminium industry o f  Bahrain could gain 

by seeking simultaneously an a lte rn a tive  and la rge r  v e r t ic a l in tegration

as w e ll as an a lte rn a tive  supply o f  raw m ateria ls and products and economic 

in tegration  w ith in  the frame o f  the Arab region  and by extension o f  th is  

in tegration  to  the A frican  and Asian regions.

338. Provided that an adequate strategy which aims at achieving these 

goals i s  set with subsequent fin a n c ia l, in vestin g  and marketing p o lic ie s  

and measures, the two ob jec tiv es , namely, a higher le v e l o f  v . r t ic a l

in tegration  and c lo se r  in tegration  at the regional and/or in ter-reg ion a l 

le v e ls  are indeed reco n c ilia b le , i f  not necessarily  in te r-re la ted  and in te r -

A l- Iq t is sa d i A l-Kuwaiti, v o i. 1980, No. 193, Kuwait, June 1980, Kuwait
Chamber fo r  Trade and Industry, p. 72, in Arabic.
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actioned- Such a new perspective, could be o f  benefit as much to  Bahrain's 

economic future as to  the fu rther promotion o f  sectoral planning and to 

la rge-sca le  consumption o f  manufacturing in  the Arab world as w ell as to 

fin a n c ia l, indu stria l and commercial co-operation and complementarity with 

the A frican  and Asian countries.

Prospects fo r  the Petrochemicals Industry

339. Due to  the lim ita tion s  in energy resources and to  construction o f

large energy consuming plants in  the region , the Government does not intend 

to  estab lish  very large petrochemical or energy-based industries on the 

is lan d . However, there is  considerable poten tia l fo r  expansion o f  medium 

and sm all-scale manufacturing. The out-put o f  the extrusion p lant, fo r  

example, could be used fo r  h i£ i qu a lity  production i f  doors, windows and 

the l ik e ,  and fo r  buildings throu^iout the Gulf. Truck bodies are another 

important use fo r  aluminium. The causeway to  Saudi Arabia w il l  lin k  Bahrain 

with a l l  the Gulf countries as w ell as with Europe. Truck chassis could 

be imported and equipped with Bahrain-built bodies. The United Arab 

Emirates now has th is  work done in Lebanon. E le c tr ic a l f i t t in g s  are 

other ca tegories  which should be in ves tiga ted .-̂

Joint Petrochemicals Venture with Kuwait

340. A jo in t Kuwaiti-Bahraini petrochemicals company was established 

in 3ahrain in 1979- I t s  cap ita l amounted to BD140 m illion , or some 

US$372 m illio n .

341. Saudi Arabia, Bahrain and Kuwait have agreed to  establish  a company 

fo r  the production o f methanol and ammonia with a cap ita l o f 3D60 m illion .

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  requ ire an investment o f 

$4.00 m illion  and w i l l  have a capacity o f  1,000 ton each o f  ammonia and 

methanol per day when i t  goes on stream by the end o f 1983. The agreement 

fo r  the venture was signed in Manama, Bahrain, ea r ly  in  June 1930 by the 

Saudi M inister o f  Industry and E le c t r ic ity ,  the Bahrain M inister o f 

Development and Ia lu s try  and the Kuwaiti O il M in ister. The three countries 

w i l l  own the venture equ a lly .-^

Subregional M u ltila te ra l Co-operation

342. Due to  the lim ited  and d ec lin in g  supplies o f  crude o i l  and 

associated gas, the lim ited  domestic market and other e x is t in g  bottlenecks 

and problems, Bahrain has been reluctant to  develop i t s  own petrochemical 

industry. Saudi Arabia and Kuwait, two neighbouring countries with " o i l  

surpluses" and established and new petrochemicals p ro jects , have chosen 

to  partic ipa te  with Bahrain in  a t r i la t e r a l  jo in t venture to  manufacture 

ammonia and methanoi, two basic petrochemicals. Thus, at the end o f  May 

1980, Saudi Arabia, Kuwait and Bahrain signed an accord by which they 

created the Gulf Petrochemical Industries, a jo in t complex designed to  

produce ammonia and methanol in  Bahrain. The cap ita l o f  th is  complex was 

fix ed  at BDÔ0 m illion , or some US$160 m illion , to  be equally «hared by the 

Bahrain National O il Company (BANOCO), the Kuwaiti Petrochemicals Industries 

Company (P IC ), and the Saudi Basic Industries Corporations ( S a B I C ) .  This 

complex is  to  have a capacity o f  1,000 tons per day o f  ammonia and 1,000 

tons per day o f  methanol. The g lobal cost o f the pro ject is  estimated at 

USS400 m illion , and the putting on stream o f the pro ject is  scheduled fo r  

1983. - ^

^  Saudi Economic Survey, Jeddah, 4 June 1930, Vol. XIV, No. 663, p. 6.

■2/ "L 'A rab ie  Séoudite, le  Koweit et Bahrein créent une société commune pour 
le  construction d’ un complex pétrochimique A Bahreïn", Vol. X II , N0 . 270, 
in: Le Pétro le  et le  Gaz Arabes, Paris, 16 juin 19°C, p. M.



-  179 -

343. Prom the point o f  view o f  the in ternational d iv is io n  o f  labour and 

industria l sp ec ia liza tion , Bahrain w i l l  thus extend i t s  firs t-p ro cess in g  

hydrocarbon industries ; th is  w i l l  mean a consolidation  o f  the growth in

manufacturing, and the consequent reduction in the r e la t iv e  weight o f  the 

o i l  and mining sector in the national economy. However, ammonia and 

mathand are on ly basic petrochemicals, and th e ir  future manufacture in 

Bahrain w i l l  not neither imply depth in the development o f  the manufacturing 

sector nor an optimal upgrading o f  the hydrocarbon raw m ateria l. On the 

other hand, th is  new m u ltila te ra l petrochemical venture i l lu s tra te s  

reinforcement o f  a new trend in  indu stria l co-ord ination  and, to  some extent, 

o f  sectora l planning at the le v e l o f  the Gulf area, in  a rather pragmatic 

and gradual way. However, such a development can on ly become possible i f  

such m u ltila tera l p ro jects  w ith in the g u lf area are com petitive in th e ir  

production capacities  and the range o f  these products exceed those o f  

s im ila r pro jects in ind ividual countries.

345. Around the mid 1930s» several petrochemicals p ro jects  which are 

being almost simultaneously developed w i l l  be accomplished and put on stream 

in  d iffe ren t Arab states in the G ulf. These pro jects  w i l l  produce mainly 

ethylene and ethylene d e r iva tiv es , as w ell as methanol. Almost a l l  these 

p ro jects  are country p ro jects , aimed at manufacturing s im ilar and, th ere fo re , 

p o ten tia lly  com petitive products, and w i l l  be export-oriented (except

in  the case o f Iraq ) with th e ir  products destined to the same export-markets 

o f  Asia, Europe and, to  a le sse r  extent, the United States o f  America.

346. Unless the Arab states involved in the new petrochemical construc­

t io n  adopt a common strategy to  co-crdinate th e ir  marketing plans and 

programmes, tn e ir  respective  national p ro jects may face d i f f ic u l t ie s  at 

th e ir  very beginnings. This applies also to the new t r i la t e r a l  joj.nt 

ammonia and methanol venture pianned by Saudi Arabia, Kuwait and 3ahram.
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It would, therefore, be advisable i f  Bahrain endeavours to work jointly  

with other states in the Gulf for the adoption o f a scheme for sectoral 

planning in order to co-ord’ nate both production and marketing of 

petrochemical output produced in the Gulf in the future.

Joint Steel Venture in Bahrain

347- 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 multinational interests from the aluminium complex. More recently, 

a number of public authorities and private enterprises involved in iron 

and steel making and in industrial investment, in general, examined at a 

meeting in Al-Manama, Bahrain's capital, a p re -fe a s ib ility  study for a 

giant steel project for iron-ore refin ing and steel making in Bahrain. The 

project is  supported by the Bahrain Government, which selected a special 

site for the project, and agreed to promote it by supplying it with 

natural gas at low prices. According to the study, the project w ill have a 

capacity of four tons per year.-^  Since aluminium r efining is  already 

established in Bahrain and since the fea s ib ility  and p ro fitab ility  of gas- 

based steel making sire good, it  is believed that the materialization of 

th is steel project in Bahrain is  predictable.

3iS. Another important factor which may favour the erection of this 

project is that Long Distance Crude Carriers (LDCCs) arrive empty in 

Bahrain, and, more genrally, in the Gulf area, go then to ASRY for servicing 

(repair and maintenance), and are afterwards loaded with crude o il .  These

IPCCs would gain by bringing iron scrap and ore into Bahrain.

Al-Icrtissadi Al-Kuwaiti (The Kuwaiti Economist), No. 196, Kuwait, April
1930, Kuwait Chamber of Commerce and Industry, in Arabic.
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349- The Bahraini Government had in the early autumn of 197° approved 

the establishment o f 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 

w ill use scrap. Bahrain imports some 35,000 tons of steel per year (1978 

estimations). The loca lly  produced steel is  expected to undercut the 

price of imported steel by 20 per cent ^

Immediate Challenges and Prospects for the Repairing Shipyard

350. Decision makers in various Arab States in the Gulf do not always 

displa*" policies leading to higher levels of co-ordination and integration

as a means of countering the risk  of competition inherent in the sim ilarities  

in natural resources and economic structures in their countries.

351. In the case o f ship repairing, the Organisation of Arab Petroleum 

Exporting Countries (OAPEJC) entered -  together with Bahrain -  into multi­

lateral venture for tanker maintenance and ship repairing, namely, the 

Arab Ship Repairing Yard (ASET). However, the neighbouring Emirate of 

Dubai and member o f the Federation of United Arab Emirates decided to 

establish it s  own ship repairing fa c ilit ie s  (jo in t ly  with foreign partners), 

and is  presently establishing a three-dock installation  at Port Rashid,

Dubai. This shipyard, which is  almost completed, has space for a one- 

million-ton VICC and two 500,000-ton VLCCs 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 p ro fitab ility  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), Vo 1. 22, Mo. 40, London, 6 October 1973.



-  132 -

com petito r. N o n e th e le ss , some c o -o rd in a t io n  and jo in t  sch e d u lin g  o f  the  

two sh ipyards  w i l l  c l e a r ly  be necessary  in  the fu t u r e .  T h is  may serve  as  

an exam ple, th a t  a lth ough  i t  may be d i f f i c u l t  to  s t a r t  a  r e g io n a l  jo in t  

e n te rp r is e ,  the emergence o f  com petitive c c u n t ry -s c a le  e n te rp r is e s  should  

become a  s tim u lu s  f o r  t h e i r  jo in t  management and dynamic in t e g r a t io n .

Proposals fo r a Trade Strategy for the Tear 2000

354- A rab  governments in  the  G u lf a re a  have d is p la y e d  in c re a s in g  

in te re s t  in  s e t t in g  up and extend ing  G u lf-w id e  schemes o f  c o -o p e ra t io n  in  

the  com m ercial, a g r ic u l t u r a l ,  in d u s t r ia l  and bank ing  f i e l d s .

355* Both I r a q  and Saudi A ra b ia  have much la r g e r  and d i v e r s i f i e  

economies than  B ahra in  and o th e r G u lf  S t a t e s .  These two c o u n tr ie s  a re  in  

a  p o s it io n  to  extend t h e i r  lo c a l  m arketing p o t e n t i a l i t i e s  f o r  th e  new ly  

implemented in d u s t r ie s  in  B ahra in  and i t s  sm all n e igh b o u rin g  G u lf  E m irates. 

Since Saudi A ra b ia  i s  a lre a d y  an a s so c ia te  o f  B ah ra in  in  The Aluminium  

Bahrain  Company (A L B A ), the  B n ira te  w i l l ,  e x p ec te d ly , encounter no 

d i f f i c u l t y  in  s e l l i n g  in c re a s in g  amounts o f  i t s  p rodu cts  in  a w e ll-a b s o rb e d  

market l i k e  th a t  o f  Saud i A ra b ia .

356. On th e  o th er hand, at the b eg in n in g  o f  June 1983, the Jo in t I r a q i -  

B ah ra in i Committee adopted recommendations f o r  a  t o t a l  exem ption from  

customs d u t ie s  f o r  the two c o u n tr ie s ' p roducts and fo r  the u t i l i z a t i o n  by 

I r a q  o f  p * r t  o f  the d e lo a d in g  and s to r in g  o v e rc a p ac ity  o f  Mina Salman Port 

and the S to rage  Zone in  S e t ra  Is la n d  in  B a h ra in .-^  Furtherm ore, I r a q

expressed its  w ill to raise the level of its  imports of aluminium r̂om 

Bahrain. Due to the boom that is taking place in Iraq in construction and 

Industry, Bahrain aluminium products is  like ly  to find a new and expanding 

outlet in that neighbouring country provided that Iraq continues to pursue

y  "Conclusion 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.

35?. It is believed that it would be advantageous for 3ahrain to adopt 

and carry out over the next ten years, 1930-1990, a trade strategy that is  

indispensibly sustained by and related to industrialization and to further 

downstream involvement in the industrial f ie ld . The aims of such a 

strategy include:

a) Achievement of a significant qualitative shift in the commodity structure 

both of exports ana imports. This shift should be achieved by the year

1990  and pursued until 2000, comprising equipment and food  imports, 

hydrocarbons, aluminium and petrochemicals exports, as well as 

services.

b) Reduction in the trade defic it o f 3ahrain. The Emirate's trade defic it 

with its  main partners, namely, the United Kingdom, the other EEC 

countries and Japan is  to be simultaneously reduced.

c) Realization of a net increase in Bahrain's export trade. The added 

value of Bahraini exports of o il and other commodities should be 

increased. This would mean a major increase in the Emirate's exports

to its  major partner, tne United Kingdom, and to its  other main suppliers.

d) Increase in the future share of Arab countries in both Bahrain's exports 

and imports. An appreciable increase in trade with the Arab countries 

should be achieved oy the year 1990 m order to strengthen integration 

of Bahrain's industry and economy with those of other Arab countries 

and that this trend should be pursued until the year 2000.




