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I. INTRODUCTION

The Government of the State of Bahrain is keen to diversify
its manufacturing base to lessen its dependence on ©0il and
natural gas. The overall objectives of the Ministry of
Development and Industry (MODI) is to maximise the added

value which can be created from existing natural and manpower
resources in Rahrain,maximise the number of jobs which can be
created for bahraini nationals and expand the existing indus-
trial base in Rahrain and improve its guality.

In order to attract foreign investments and Bahrainis capital
in the development of the manufacturing sector,the Government
has introduced a quite attractive package of incentives for
the promotion such indutries.

It must be realized,however,that the other partners in the
Gul ¥ Cooperation Council (GCC) ,Ratar ,Kuwait Saudi Arabia,0Oman
and the United Arab Emirates are not sitting idle waiting for
potentally interested entrepeneurs to approach them.Actually,
all of them offers a package of attractive incentives and
consequently, & fierce competition has developped over the
past vyears on attracting investors tc their respective
countries.

In the case of Bahrain,it has to be aknowledged that,unfurtu-
nately,several of the incentives in their package are on the

high side when compared with the other five member states as

explained more in detail in the next chapter.

Moreover ,some of the rules and regulation governing for ine-
tance the establishment,promotion,inspection and protection
of new industries might be seen as too restrictive by pros-~
pective entrepeneurs.

1t was therefore felt by the Government and MODI that it was
imperative to review rules and requlations governing the per-
formance of the Industrial Development Directorate (IDD) and
also examine and analyse the factors 1limiting or even
hindering the Directorate to perform its functions in the way
it is desired by the Government,enterprises and industrialists
in the country.

Conesequently,the UNIDD adviser assigned to this project has




focused his atiention to and has scrutinized the prevailing
ruizs.requlations and coperational procedures invclving mainly
these three exicsting sections of the IDb:

- Licensinag and FProtection
- Reagistration and Information

- Promotion and Finance

In this context,the adviser has also looked into evaluation
procedures for new industries before a licence is aranted and
reviewed the ongoing programme on industrial incentives.The
latter involving even the incentives offered by the
Directorate of Industrizl Areas beeing & part of the package
offered by the State of Bahrain to potential industrialists.

Beeing the smalest marlket amono the =ix countries forming the
Gulf Cooperation Ceouncil (8CC), it is possible &and even
desirable from the investore viewpoint that part of their
Elaned industrial production could and should find export
chiannels primarely oeared to the GCC marlets.Conseauently the
UNIDDO adviser +elt that even this approach by MODI should be
looked into.specifically as far as promotional /supporting ac-
tives and incentives offered toc exporting establishments are

concerned.

NE. Monetary figuree for Eabraini Dinare.mentioned in this
renort.are based on the exchanoe rate per MHovember 2nd
1972 of:




I1. BACKGROUND INFORMATIONS

In order to assist the undoubtly growing number of new
ventures in the contry,the Government has established several
channels where interested parties could receive all necessary
informations and be assisted in the best possible fashion. As
far as the industrial enterprises are concerned four of these
channels are of most interest for this UNIDO assignment:

A. Ministry of Development and Industry (MODI)
which includes the:

- Industrial Development Directorate (IDD) with its
- Information and Registration Section
- Promotion and Financial Analysis Section
- Protection and Industrial Licensing Section

-~ Directorate of Industrial Areas (DIA)
B. Bahrain Marketing and Promotion Office (BMPO)
C. Bahrain Development Bank (BDD)
D. Chamber of Commerce and Industry (CCI)
Furthermore,the rules and regulations governing the Gulf

Cooperation Council (GCC) approach to the industrialization
procese among member countries has been looked into.

Specifically,the investigations covered agreements on i.e.cus—
tom duties,imports, exports and re-exports of goods as well ac
incentive programmes put on stream by the various countries
in order to attract local and foreign investors.




A. The Ministry of Development and Industry (MODI)

#i detalied and updated organization chart for the Ministry
is at present not available but attempt has been made to
draft an Organcaoram because it is important to know the va-
riocus functions in the Ministry and specifically those re-
lated to the directorates directly connected with thic
aseignment.

The Minister of MODPI,H.E.Yousuf Ahmed Al-Shirawi, has been
made i1n charge of two distinct functions:

- Industrial Affairs (IA)

= Civil Aviation Authority (CAR)

Living the CAA aside,not being part of the assignment,under
the Industrial Affairs wing, the Minister is assisted by
the Under-Secretary Sh.lIsa bin Abdulla Al Khalifa and the As-—
sistant Under—-Secretary Abdulla Al Thawadi and overall in
tharge of the five established Directorates:

1. Industrial Development Directorate (IDD)
Headed by: Mr Sager S Shaheen

2. Directorate of Industrial Areas (DIA)
Headed by: Mr Dennis McCarthy

3. Directorate of Administration and Financial Affairs (DAFA)
Headed by: Mr Jousuf Ali Al -Khaja

4, Directorate of Coordination and Information (DC1)
Headed by: Mr Abdul Nabi Mansoor

S. Directorate of 0Oil Affairs (DOA)
Headed by: Mr Rashid Al-Dhubaib

Only the first two Directorates will be dealt with in this
report with & peripheric look at the Directorate ¥
Coordination and Information.




1. Industrial Development Directorate <(1DD)

The IDD is devided in eight (B) Sections or Desks each of
them with a Section Head ac follows:

1.1 Aluminium Industries: Mr Faisal Chebab

1.2 Petrochemicals an Plastics: Abdul Raheem Fakhro

1.3 Engineering : Mr Akbar Jaffari

1.4 Food & Pharmaceuticals: Mrs Fatima Al-Hassan

1.5 Craft : Sh. Hisham Al-Khalifa.

The Director is assisted on these five sections by an

adviser ,Mr Brian Garven appointed as Manager of
Industrial Operations.

The remainig three Sections are:

1.6 Registration and Information:Mr Fuad Hassan Bushaoer
1.7 Promotion and Financ. Analysis:Mr Abdul Aziz Al ~Kaabi

1.8 Frotection and Industrial Licensecs: Mr Jousef Hassan

The heads of these sectione are reporting directly to the
Director ,the post as coordinating advisor been vacant.

IDD has also something callec the Industrial Development
Centre situated at the gorund floor of the MODI ‘s building
where some of the products manufactured in Bahrain are on
dispaly.The 1DC is not attached to any of the section and
it ie not recognized as & section per se.

It was established in 1989 on the recommendations of an
UNIDO advisory team ¢ Project BAH/85/002 and BAH/87/009)
but whers the then Directorate of Registration and
Frotection was re-organized in the Industrial Development
Directorate,the IDC wac left acide sor the time being.




The more detailed background informations in this chapter
will now focus on the three last sections of IDD,namely 1.6,
1.7 and 1.8,according to the job descriptions of the UNIDOD
adviser.

1.6 Registration and Information Section

The main objectives of this section are:

- Register in the Industrial Registry the various
types of the industrial establishment who has received
an industrixl 1licence and issue a Certificate of
Registration.

- See that the registred enterprises annually review
their licences.

- Keep data-bacsed records on these enterprises and
make selected statistical informationes available to
interested parties through the publication of &
Statistical Bullettin.

~ Follow up the performarce of the enterpricses through
regular inspections enforcing the "Laws Governing In-—
ducetriec in Bahrain” of 1984 and eet forth in the
Legiclative Decree No 5 Chapter Two "Industrial Reg-
ietry” and Chapter Three “BGenerxl and Final Frovisi-
ons". (See ANNEX I).

The Information anf Reagistration Section is manned by
by & team of six officers with a Head of Section.Two
are in the FRegistry and four ar in charge of the
Information including the Library.

The Registration Unit

No registraticnn fees are asked for by MODI for the
industrial registration but the section is facing
diffuculties in collecting nececssary inforaaticons from
the enterprises rneeded for &a renewnal of the
registration.fAccording to Chapter 17,the renewal should
be made by the industrial establishtment to the Indust-
rial Registry thirty days after the elapse of one year
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from the date of registration or the last renewal.

For the Reaistry this is apparently a time consuming
excercise and not very succesful.It seems that beside
the provision on penalities made in Chapter 29.the
industrialists are reluctant to follow the law feeling
that the Government is interfeering in their business.
flso,they are expected to fill in several cother forme
from various ministries i.e.Ministry of Health,Labour,
Finance,Commerce etc.many times asking the same
questions as 1DD.

-

Moreover ,they are reluctant to hand over informations
which could by "misstake" fall in the hands of
competitors,even if according to article 27 ,the
officers in charge are to maintain confidentiality in
these mattercs.

This applies specifically to chapter 28 where it is
stated that authorized officers from the Registry are
c¢llowed to inspect the establishments and have access
to their records and documents.This in order to ascer-
tain their fitness to operate in accordance with the
granted licence.

However , the officers of the Registration Section are
fortunately quite flexible and nobody has so far been
fined for not strictly following the re-registration
rules.

The time needed for registration is laudable short.For
instance,provided the only two pages long registration
form (See ANNEX I} a and b) is duly completed with all
neceasary details and supported by evidence asked for,
the company could be registred the same day.

The "fast-trachk” for licensing and registration,newly
established,ic for 7 dayes. This provided following is
submitted to the Ministry of Commerce and Agriculture

- Complete Registration form

- Memor andum and articles'of Association
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- bBoard Resclution to establish & company in Hahrain
- Reqistration Fee ‘ivaries pending on the kind of

compar:y to be established)

T complete reoistration formalities.applicante should
provide within 98 dave:

- Memorandum anwc articles of Asscciation

— Most recent Audited Financial Statements

- Fower of Attorney and Speciment

— Bank referencecs

~ Approval from MODI for manufacturing inducstriecs

A booklet entitled "Formalities for Companv Reagist-
ration” hae alec been rade available.

The Information Unit

1Y kind of etatistical data are available and ite da-
tabase is also ascsisting the Licensing Section in
besping records of the applications received and/or
approved before the actual registration talke place.

1t ie interesting to note.for instance. that:

- Up to date (December.179792), 222 manufacturing
enterpricses have been registered in Bahrain.

- They emploved a total of 12.8%7 pecole devided in

Bahrainic s 5.149
Norn-Bahrainie : 7.748

1t seems that it is eacsier to recruit Bahrainie 4or
administrative work than it is for technicians a&and
aener al worke labourers,
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~ Adminicetration: SX.12 % HAH ve 47.88 X NON

— Technical : 15.3% % BAH  vs 84,467 ¥ NON
- Labour r 28.81 ¥ RAH ve 7%9.19 % NON

Undoubtly & modus coperandi has to be found in  order
te attract more bahrainis in the latter two discipli-
nes.

Besides the fact that i1t might be difficult to find

a 5killled bahraini worker. while it is easier to
"import” cocne. other two mxin reasons for thise state
of affairs mioht bte.firstly.that the salary renumera-
tion with atteched fringe benefits is higher for
bahrainis and secondly., if hired manpower 1is not
performinag according to excectations, it is far more
difficult to diemiss a Bahraini worker than an expat-
riate.

The data proorasnme i1e a&alsc capable of releace
informations, on reouect from interested procspective
entrepeneurs. about the number of industriee oroducing
& specific product in Bahrain,the number of emplovees,
if the combanies are exportino their products etc.

For  the purpose of evaluatino an aprlication. the
LLicen=z=ing Sectizn cowld alen reccive more detalred
mtormations about the companies turn-over.sroduction
tanacity end other relevant iessues.

Beei des the purely data bassd informations o
existing industriesz the Information Unit seens to have
no other functions to perform such as for instance

needec pre—and post  investment irnformetion eorvices
aiming at both establicshed and potentially interected
industrialiste inn Bahrain.

In the lioht of this need. & team from UMIDO (Froiect
BaH/ a5 /002 and BAR/S7 /009 - Cocan % Kelly) recommendedd
in 1989 that an Industrial Information Centre (IID)
ehiculd be establiched within the Ministrv of Develon—
ment and Industrv. In view of the chanoes that were
talking place in the Ministry concernino both its «t-




ructure and staffing,an advisor from IDA in  Ireland
{(Susi Glienke:Review of the Operation of the Inducstri-
al Informaticon Centre) stronaly recommended the imple-—
mentation o+ this preject in a report dated April 1991

The 1IC was supposed to play a key role in the
industrialisation process in Bahrain.but itse rcle and
function has been lost.not many peorle knows about ite
existence &nd the situation is just drifting with no
direction or manaoement.

Promotion and Financial Analysis Section

This section has been establicshed with the aim of
firstly promote the State of Bahrain to potential
overseas investors and secondly to attract bahrainis
national in investing into the industrial sector in
their country.At a later staae the financial analvsis
deshk was added because the Ministry of Finance did not
asgreed toc form & specific Financial Analysis Section.

The Promotion Unit

In this context the activities of the opromotion desk
could be sumrarized as follows:

- fArranping and assiet local manufactureres in partecipa
ting in exibition and trade faire, both locally and
abreoad.

~ Produce promotional material such as broschures.leaf-
lets and wvidcos.

- Oroanise seminars for existing and ito-be entrepeneurs

- Fromcte the BState of Bahrain as the best solution
investor could choose when contempleting the estab-
lishment of & manwfacturing unit marketing their
vroducts in Bahrain,to the GCC. the Midle Fast and
vossiblv cther countries around the alobe.

- fAseist foreign delegations in  founding their way




around in Bahrain as part of the promotional acti-
vitiecs.

~ Fromocte the law that allows the Central Stores Dir-
ectorate te purchase.under certain defined condit-
ions.equipment and products manufactured by EBahrai-
ni establishments.

- Fromocte producte manufactured by the Bahrainis small
and medium scale industries to be purchased by the
large companies such as Balco.Alba and others.

~ Promote Bahrainie service industries to aoply and
oet sub-contracts from the larger industrial estab-
lishments.

A= part of promoting Bahrain abroad and attracting
investment in inducstries to Bahrain.two consultants Mr
Michael Foley and Mr Olof von Lindequiet,are working
the european markets on a full-time basis. Mr Foley is
looking &after cpportunities in general covering all
kind of industries while Mr Lindequist is specialised
in aluminium down—cstream inductries. They are both ac-—
ting +from their recspective bases in Europe but are
under the supervision of the Manager for Industrizl
Orerations and not directly attached to the Fromotion
Umit.

For the same purpcse.one additiconal promoticon advisor,
Shzik Fahed bin Ahmed A1 KEhalifa. from the Fromotiorn
Uit hes beern made in charge of the Far East,focusing
mainly on the lapanese market.

The FPromotion Unit of the IDD is suppoced to take care
ot the promotional &activities of &all kind of
industries under the jurisdiclion of MODI.but laroer
induetries such as aluminium,petrochemicals and erngi -
neering &ae usually carrving out activities of thear

own, promoting investors in down-streem production
lines through the assistance of ihe various speciiliced
Sections at the 1DD.

Small and medium scale industries remain therefore the
mxin taroet agroups of the Promotiorn Unit and it can be
antreciated that these orocunz are usually the ones who
badlvy mneed ascistance of &all kind.specifically from
the very start of their operatione or even before.
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Very few efforts has been made in promoting bahrainis
products at the Central Stores Department of the Min-
istry o©of Finance and National Economy. The same
applies for promotive actions to ascertain that larger
companies in the aluminium,enoineering and petrochemi-
cal sector are purchasing a fair part of their yearly
reouiremenrts from well established bahrainis small and
medium scale industries.

The Financial Analyzis Unit

Attached to the FPromotion Unit, there is a Financial
Analvyesis Unit which besides assisting in the
formulation of the two-years tudoet for the Ministry
also has other tasks to perform:

- Analyse and evaluate project profiles

- Analyse and evaluate financial reports

- Analyvse and evaluate applications for protection
- Analyse and evaluate feasibility studies

- Accist in preparing pre—feasibilitv and feasibility
studies

However .it ceems that potential investors are not
aware cf the assistance which could be extended to “hem
tov MODI and the lndustrial Development Directorate.For
inctance. in the 17291/1992 vears budaet EBEC iw.05d were
carmarked for financial assistance for market research
and feasibility studies but was unutilized.

in the budoet for 17791/1992 the Unit suooecsted/recom-
mended that additional allocatiorse should be made for
promelional activities and when accepted most of them
were.for one reason or another.not utilizec :

- @rdvertisino (Posters.broschyres.leaflets).Two bros-
chures produced: The first was "Bahrain, Service
Centre of the Gulf” and the other " Bahrain, at the
world's business crossruad”. Moreover one infor-




1.8

mation bocklet named "Haharain.locastion for Invest-
ment”.Allceccation BD 2.S5u0/vear .Not fully utilized.

- International exibitions:Budoet sliccation ED 3002
for 1971 and BD 5.€88 for i1992. Not utilized.

- Local exibitione =nd ceminarc: Budoet allocation is
ED 2.800/year but over the past twe vears onlv one
cne day promotional cseminar was held,on attractince
investors.under the auspicies of UNDF and UNIDO.

The budaet is made for the Ministry of Development and
industry +Jur a period of two vears from January to
December but allocation of funds ende in November. The
onaoina budoet will end December 1992. The new budaget,
covering 1993-1994, has been presented but not yvet ap-—
proved.

The Unit.which consist in cne financial analyst and
twe economists is at present 5ot up to the level of
teino capable of preraring project profiles or making
comprehensive feasibility studies, but can ascist a
ratential industrialist on findino suitable consultente
capable of professionally carry out such assignments.
6C1C 1n Doha. Bahrain been one of its members, could
assist the Unit.but a contact has not vet beina mace.

Licensing and Protection Section

The laws aqoverning industry in Bahrain statez (See
ANNEX I) in Chapter One "Industrial Licencec"that &
licence ie compulsory for any irdustrial establishment
havino the orincival cobjectives of convertino rew
roteriels anto fullv manufactured or semi-manufactursd
progucte or  turnine tte lotter producte in f01lw
manutsciuverd products.This should also include blern-
dino.,assemblv.packing or vatlacinag of producte thro-—
ualy the use of mechanical power.

Thie section has & staff of four cfficers includino ‘he
Head of Section.fAssistance for activiiies invelvinag {he
evaluation of applicatione for protection is extended
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mainly by the Financial Analvsice Unit and the different
specialized unite such as the Aluminium.Food.Fharmaceu—
ticals.Consumer Goqu.Petrochemicals and Flactice etc.

The Licensinag Unit

It ic interestino toc note that the law says that when
iesuing & licence.the. fcllowing should be taken in
consideration according to Article ©:

- The country’'s economic needs and the possibility of
local consumption and export

— Requirements of the country’'s development proarammes

— The obijectives of the establishment should not be
contrary to public order or public interest

- The capacity of the local market & regard the
setting we of ann establicshment cimilar to existing
estaklishments.

Enviromental iscsuec are not listed (but should bte taken
care of the Ministry of Hesith) and it is verv seldom
an application for & license ie reiected, resulting in
too many establicshments menufacturing the exme 1tem for
ernn extremely =mal! market.fs an examcle it can be men-—
tioned that fifty licences were cranted for the manu-
facturing of &lominium window and coor fram=zs.These to
cover the tinv Bharaini market.

Article 10 really interfieres with plans the menaqement
and the ownere miaght have on how tc profecsionally run
their enterprise.lIt is ciated that:

" No modificaetions shall be made 1o a licensed
establicshment without the consent of the Ministry of
Devel opment and Industry.An example of such

modificationse shall include everithing &ffectinag the
ectablishment ‘'s facilities weather inside or outside
the establishment.or the method of operating its
machinerv, or the kind of know-how used therein.method
of merufacture.addition of a new activity or increasing
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the mechanical power used”

actually.according te #rticle 12, the establicshment
could be closed and the industrial licence terminated
bv  an administrative order if the establishment is
“"Contravenino the condition of the licence".for instance
one or more of the evernts listed in Article 10. without
the consent of the Ministrv of Development and lndustry.

However .as in the case of the Keacistration Section, nc
establichiment has seo far been closed down for not fol-
lowina these specific aspects of the law.

Over the past year rules and requlatione governing the

application for an industrial licence have been made

more straight forward,cutting down the time needed tc a

minimum.A licensina commettee is to meet once a week

considerinc the application for a temporary licence.lf

the application is agranted the applicant is agiven 90

days to prepare all necessary formalities previously

listed in this report under the paraarsaph describing the
Reoistration Unat.

The application for an industrial licence is carried out
on one paqge form only (See ANNEX I11) and after that all
required Fformalities have been satisfactory completed,
such as lease or acquire an industrial plot,permicssion

arented for the industry bv the Ministrv of Health on

the plans for the factory.manpower reguiremenis froi

+he Ministrv of labour,etc.a final license for one yeer

ie issued to the applicant.

With the inducstrial licence.the company can now appoly
to be registred at the Ministry of Commerce and hAqri-
culture and automatically receive a Conmercial licence
within a few davs.

The company has now one vear end thirtv dave time to
start production and within this periocd it hes to ask
the Ministryvy to be formallsy reanistered.

The number of licences i1ssued during the past vears
cehowe that there is & clear increase,even if a modest
one.from the investore side in the willingness to esta-




blish industrial venturec in Rahrain. Following are the
figures for 1989-1992:

1989 59 Final licences

- 199@ : &2 -~
- 199t : ¢ -
- 1992 ; °° —r-

The fioures for 1992 are for licences issued uie to
September 25Th. This could be compared with the 1991
vears fioures of 20 for the same period.

Statistical figures which started to be issued in
May, 1991 shows that only three foreian companies
established themselves in Bahrainm in 1991 and nine in
1292 (up to October) either as joint ventures or with
1007 foreian ownercship:

- Auvgust 199%

Garments manufacturing - 108% ownership
from Saudi Arabia -

- October 1991

Sweet Water Tratment - Babrain/Kuwait
icint venture

Novenber 1991: Fivee and fittings - 10055 cwnerchip
from Jordan

- January 1992 @ Aluminiua wheels - Yahreain/German
joint venture

February 1992: Aluminim Foid) -

- July 1992 : Leather Garmente.bags etec - MBahrain/
Fakistarn - Joint venture ’
Feaintira.ink stc. — 102Y ownmerchin

from Soudi Arabia
Germente -~ Bahrain/shri Landke

Jeant Yerture

- September 31992:Flastice (baas.conzumer ocode) 1007
ownershit from Saudi Arabie




Flastic bottle lide - EHahrain/US/A/S
Germany — Jocint venture

Exibition etands 1 alumirndum -~
Bahrain/ Finland - Jeint Venture

- October 1992 : Alu—-sheets for uvffset oprintino -
122 ownershic froee: >uada!:.

These fioures shows that much more efficient promctional
viork has te ke carried out in order tc cope with if the
aimec of the Ministry on attracting foreian companies to
Bahrain.

The Frotection Unit

T receive protection in the form of +or 1nstance
hicher import duties for ready made products, i=s & more
complicated affair as it chould actually be.

The unit has & form for the aoplicant te fi1ll in and
whien returned eseietance on  evaluation of the
application ie sought to the different deshks at the 10D
such as food and pharmacevticale.aluniniva,enaineerino
etc. The Financial annlwvste at the FPromotion and
Finince Section conld &l<o be Iinvolved in the
evaluation proce~s if reqguired.

1¢f the arnlication is positivelv processed & hiolh love]d
committee.the National lndustry FProtection and Sunport
Conmittee (NIFSC)appointecu bv the Cabinet will made its
recommendation to the Minietry of Finance and Malional
Economy who will approve or reiect the arplicetion.

A+ nresent the mazimum protection which can be anproved
jie 2% on custom dutiecs ang Lhe aprlication has 1o
be renewed and evaluated evervy year.

The Committee could also approve Lhe restriction of
imports similar to national 1ndustrie]l items for a
cepeCcific period of time.




However .the company must assure that at least 20% of
the value of the goods ex works.is produced in Bahrain.
This 1is +for the firct three vears from the date of
commencinag protection and such percentaage must be rais-
ed toc more than 49% after five vears from this date.

It is the Protection Unit job tc check and evaluate
the creditibility of received statements with the
assistance from the Financial Analvsts and other par-
ties in the IDD, before the application is handed over
to the Committee.

I+ the company i=s an exporter toc any or all the GCC
countriecs 1t can apply on excemption from import duties
in the receiving countries. However the company has to
be owned 10087 by bahrainis or GCC countries citizen
and in the case of jocint ventures a maximum of 49% own-—
ership could be foreign but at least S1%Z has to be
bahraini or GCC capital.

There is unfurtunately not clear uniform rules among
the GCC member countries about this kind of protection
and some of the custom authorities in the neighburing
countries tooc often create problems for Bahraini
producers/exporters asking for import duties to be
payed.

An other kind of protection is that of Qiving
preference in tenders and purchases of the Government
Central Stores and state owned institutions to national
industrial products. This, even 1if the value is in
excess opf similar imported items by a maxzimum of 10%
provided that such products meet the standard
specifications as to kind and guality.

Froducers are complaining that these rules are not
followed and that on many occasions specifications are
made in such a manner that it is impossible for them to
be competitive.Assistance extended from the Ministry of
Development arnd Industry in order to promote specific
products to specific projecte has been mentioned as ex-
tremely limited.




The rules and reaqulation with resoect to the orotection
and supiort of national industry ie ilJlustrated more in
detail :n *he teaislative Decree Moo 11 {(See ANREY JI1).

Industrial Areas Directorate (IAD)

&t prezent the IAD ic in charge of rnine industrial aress in
different locations in Bahrain anc on different staoaes of
infracstuctiure ceveleopment.These areacs are as followe:

2.1 Mina Sulman Industrial Estate

The industrial estate is centrclly located in Bahrain.
Devel opped twenty vears ago by the first tennants who
reclaimed parts of the estate from the sea.Rcads,
etreet lighte,.electricity and water has been provicded
by the Government which is &ale«c goina to complete all
necessarv infrastructure services (drajnage.sewerage)
during 199Z/1993.

=

TJotal area = 74.5 hectars

3}

.7 Morth 5S5itra Industrial Estate

Thie eorea conteine a nunber of rierprises which
conl i e relocated to less develoned sites Tharebw
makino fully serviced sites zwveilakle for nore
cophicticated marufactuwring industries.

Thie saend and adareaste imporiers &t North Sitra also
thave to be relocated =since their operations are not
compatible with other inductrial activities on  the
ectale. The IAD hae suggested the* & purpoz=e built
are. {or eand.acareaate and othor bolicding meterials
e conetructed on Oassar Al Gulva,

Totel area = 1314.7 hectars

?.Z Scutly &lbha Inductrial Estate

South Alba is not centrallvy located and road trancnor -
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tation of cgoeds to rthe main commercixl port of Mina
Sulman is lona. & plannec infrastructure development
programme is =cheduled to start in 1993 and 1= expected
te be completed some two vearse later.

Due to its provimity to the Aluminium Smelter and the
possibility of transporting molten aluminium to  the
ecstate,the area could be attractive for aluminium down
stream industriecs

Total area = &9.7 heciars

Ma‘ameer Industrial Estate

Ma ameer is a conglomerate type of industrial estate
grown up over the vears with basic infrastructure
inctalled.large areas of this estate are occupied by
construction related industries such ac asphalt plantes
concrete block manufactureres etc resultinc in a very
dguasty area.

Total area = 50.1 hectars

Scuth Hidd Inducstrial Estates

16D ies plannino to develop lanc east and west of the
ABRY highwav.The area north and ecct of £EMY end GIIC
hae been macter planned and the propoced  industrieal
aires will  add ocproximately 6882 Ha of land to the
Government ‘s industrial land bank.This ie & lono
term project which is currently being financially
ascsessed in conjunction with the nev port development

Immediately,the IAD plans to develop an area west of
ASRY Hwy (near the Hayundai plant).to provide land
for (primarely) marine related industries. This area
will be approrximately 39 Ha.

North Refinery Industriasl Estate

This estate is more or less equal to M ameer and only
the basic infrastructure services are being installed.
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Total area = 30.@ hectars

Sitra Roundat:out

Sitra roundabout west of Neorth refinery Industrial
fres and has only bacsic services and many varied
industries.mainly car repairsservice plots and const-
ruction companiec.

Total area = 9.8 hectars

arad Industrial Area

Thic i= more a service oriented industry area rather
the an industrial ecstate. There are 83 different
establichment operatinag there and it is an attractive
area becaucse of its vicinity to the Bahrain Internszti-—
onal Airport.The Government has earmarked ED 1 Mill.
in order toc impbrove roads,foothoaths,sewere etc.

Total area = 8.8 hectars

Muharrao Causeway Industrial Ares

e imductrial area is & small area tentstively built
on the side of the main Manama to Muharres Ceaasovay.
Mo contro! exist over the developrent due Lo the very
recstriciecd lend available and the Government has ot
made anv provision for further development.

Total areo = 2.6 hectare

Government ‘s industrial land Larmk ic almost deplieted
c1ly & fewm wplote aveilable for rent Lo Ci

projects.To solve this critical problem of ro land {or

future industry in Bahrzin.IAD is currently discussing the
possibilitv of additionsl land with the Physical FPlanning
Directorate of the Ministry of Housing.




Fur instance. there are thirty pleote beino allocated lono
time agac (the allocation of some has been mede about 20
veare aae) but not utilized and at present laying idle. In
the "good days" when plenty of jand wes available some peorle
arked for and have been allocated & - 3 plote.Maybe thev
have i due course utilized ene. awaitine for the chiense of
etarting new ventures on the remaining in  the future.

The IAD hac newly received the permicgicon to reclaim the
urnitilized plote for allocation to new enterprises and has
e GpGsed new terms and coenditions for  the inductrial
leasze agqreement and a different approsch to rents.lne
suogestion is that the new companies will have to pav full
rerit  for the first vear when signine the five vears cont—-
ract and than two additional years will be agiven to them
free of charge. All different proposals have been suoqQes—
ted by MODI and are currently beinqg reviewed by MoFNE.

.

This as= an incentive to reduce costs over the construction
periocod of the factory and allowing the entrepeneurs to start
production and sales before paying the rent in fnll.

Wegasver . the terment has  to start construction works during
ihe firet year and if not.IAD has the riaght to re—claim the
land. This provided the company has not acshked for an
extention. giving satiefactory evidence on the cause for
the delav.

1t hac aleo been suncecsted by the I thaet  rentes ehioul d
te reviewed every five vears with the wmrnimum being the
geieting rate  and  the piotioum 50 dor tive next  Teveers

aeriod or the comalative rate of inflatiocn over ihe

Fl

vrevioue five yeare whichever is the Jowesi.

The remt costs have aleo been ctreamlined in order to be in

Vine with the renmte in otber GOC slec end {followinu retes

hewve been suguecsted:

- Merth Sitra Industr . Arieas) bace rent oo D00 tile/c0.m.
Eelete eurchearae water tront proparty @

700 4ile/s0.m.




ulman Industr.: Annual hase rent @ SOQ filsdsg.m.
surchar o= for water trent propertyv:
2600 filsfsoom.
Inicenrti o until the Government has
completed infraetructure works.e
diecount o rent it allowed at  40%
for the pericd Jan.1.,17?22 to Dec.’d

1557

- Mina &
kS €

— Snuth Elbaz Ind.Estate: Annual base rernt: 400 fils/eqg.m.
Incentive: tntil such time the
Covernment has completed all infr-—
cetructural works.,a disecount on rents
is allowed at 25% for the perico
Jan.1,1992 to Dec.31.199C.

- Ma - amer North Refinery
ard Sitra FRoundabout:Same condintion as for the #ibs
Scuwth Industrial Estate.

- prad Indusirizl Area  :Annual base rent: CRE file/so.m.
Incentive: Until such time Lhe
Government has compl eted all
infrastyructure works.e discount on
rent it allowed &t A0% for the
period Jam.1.19792 to Dec.31,1993.

- gt Hiddg Beet ramnual base rent: SO0 file/sn.n.
Incentive: Until the Government has
completed =11 rfrastructural woris.
a diecount on rente is allowved &t
L0,

Rocd Crusher

rhmnue) base rent: 25 fils/sq.on.

- Miharraa Lave mey shnual base rent: LD file/sg. .

iﬂ

Tiabrnin hae cfficially nol vet established an Export Froe -
essino Zone (EFTY  of hiah stan rdes and it 1e therefore
gifficult to &attract indust}ieﬁ manufarturing/assenbian
for  esporte onlv,
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Fusides Morth Sitra and Minza Sulmen industirial estates,most
of the other areas are of sub-standard from an internstional
viewpoint and will hardly attract foreiaon invertors even if
rlals were nade available.

Scercity o lack of inoustrial plote tor e provided to

rrrospective investore is & major bottleneck for the time to
ccine . However .the 1AD has prepared o final plans have been
mzade  in develospino the area adijacent to IAD's headouarter

st Sitra Induztrial Estate,called the Filot Industrial

vires of about S92 » 1060 meters.

Frovisions have been made to povide ready buill factories
in & modular design capable of accomcdating both  larger.,
medium  and small scale industries of varicus sizes. The
rroject,costed at BD 4 Mill. (USE 14.8) was not approved by
thee Minietry of Finance mainly for lack of Ffunde. This
attitude has to be reqgretted because of the fact that if
Fatraln  want to attract investore in the manufacturino
sector.it is imperative that investments in infrastructuwre
cuch an ectate of international standards hae to e promoled
with & minimum of delay.

T

Verioue plots are apparently sveailable in an area diacent
to South Albas Industrial Estate where 18D already operate
& policy of preterence to downstream aluminium projecte. lf
medde evairlaeble thie will incresse 1he nuaber of nlots for
the vromotion of the down stream oproject inn the aluminium
ere o, I this caoe plote ard indr actyructure euch as wetler
ovioed,liv—
enterprises.

oty sty Urainate  andd eewer oo b

Fusl construction worlbs to ints

f daroer project involving recleamation cf lang  at  South
D with & new oort has been coogsidsred and SOme
proviel onal woerke have been carried out, The total area to
b develoooed will cover about 60 heotzw o bat 14 bhas heen
cugoestled that the work should be corvied cul in thres pha-—
ez, the Tiret one involving an area of 208 hectars.

Bummarizing.it czn be ssid thel el presont there exiet June-
gdrobtlv, ecervity of aveilable plole &0 Lhev will be al1]
tafien un by the hecinming of 1297, Irn adttidion to rropossls
for ey indastria R T Sowlh dadd. o thee 16D haw
identified 17 parcel of lend,soparentlv ot earmariied for
a particular purpozse and conceguently could be developed
in industrial plote. Thie provi ded  hosever s that the
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Grover nmestl and the Miraoivy of Houeirg aoree Lo such uee.

Until cuch decision is talen and the 18D land bank built

up aoain.the situation rewains critical with and increas—

51 musber of applications far lanc end & decreasino number .
of plote to lease o industrisl investore.




R.

Bahrain Marketing and Promotion Office (BMFO)

The BMPO wacs established by the Government at the
beginning of 1922 having as its main chkjective to promote
Babrain as the gateway to the Midle East and the regions
natural distribution and services centre.

Obviously,one of their major aims is to attract investment
tc PBzahrain being in industries,commerce or tourism.An
other ,not less important task is to find overseas markets
for Bahrainis products,find suitakle new products,make
contacts with joint venture and technclogy transfer part-
ners and act a= an overall link between Bahrain and other
countries around the globe.

In vrder to establish a direct contact with relevant gov—
srnment corganisations and the private businese community,
it ie planned that the Board of Directors will be establi-
ehica with the participation from the Ministry of Develop-
ment and Industiry,The Minietry of Commerce and fgriculture,
the Ministry of Finmance and National Economy,the Bahrain
Devel opment EBanlk as well ,as representatives from commercial
banks and private sector enterprisss.

Future activities will also include thie ectablicshment of
cffices in carefully selected locations,covering the eurc—
rean,the nerth american and the far-eacst marbkets.Highly
quelified trade commiscioners will be z2ppointed to  the
various cfficee acscisting headquarter in Manama to promote
Bahrzin to the cuteicge businesse worid.

The BMPO trade offices will coorerate with Bahrainie
Embacsies in their area but will be =t up as independent
bodies.




C. BRahrain Developmsent Bank B.S.C. (BDD)

The bank started operatirg at the bteginning of 19727 with a
paved in capital of BD 16 Mill. ¢ USE 37.Mill.) and ¢ com-

wittment by the Government tc arranae foir additional
{fundings of ED 48 Mill. {USE 156G Mill.) over & 1€ vyears
period.

The BRDD can consider funding enterprises in specific
cectors such &s manufacturing,agribusiness,tourism,trarns—-
portation, ficsheries, undersea, dictribution and <service
activities.

Both infant and established enterprises will receive the
attention from the BDD and there are no limitation in fin-
ancing enterprises with 100% foreign cwnership.An
important restriction ie, however, that the companies emp-
loyes 2 minmum of 2087 Rahraini nationale the first year and
that the workforce at the end of the first five years
chould be at least 607 of the total.At least for the time
being,this could be a difficult goal to achieve.

The Banke security reguirement are similar to those of
the commercial barnking sector but grace and loan repayment
periode are longer and interest rates much lower.

Maximem loans are ED S€06.0C0 and up to a maximum of S8U
[ —4

of proiect coste end the Bank expect that 2Z8-20%  of
project costz to be financed by equity.

Help with feasibility studies,business plans or general
businecss advice can be provided via the Management Consul-
tancy Unit. JInitial comsultancy is free of charge,but
tormal consultancy ascsignment fees mey be regquired depend-
ing on weather or not the Banlk ie able to make egquity or
ioen investment.

The EBank can acssicst 10

- Project Finance
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- Leoans on Fi:ied Asceis/Guaratees
-~ Leoans on Working Capital/Bridginag
- Sa.zll Duciness Support

- Equity Investment

Locaiise on fixed assets are based on prime rate less 3I%.For
working capital ,prime rate less 2% and for small business
support ,prime rate less 4%.

Fractically,loans on fixed acssets for Bahraini owned

companies will be 4% per annum while for non-bahraini owned
enterprises the rate will be 5Si.In both casec the loans

cculd be given for a period up to eight years. As far as

the working capital loans are concerned,the core portion

of the loan will be extended at the came rate and time

factor ac= per the fixed assete loan.The variable part of

lgan,however ,will be extended for only three years at an

annual interest rate of 107,

The <ctep teken by the Government in establishing &
development bank 1in Bahrain waes very immortant and will
undoubtly aseicst quite a good number of potential entrepe-
neurs to invest in industrial establicshment in Bahrein.
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Banrain Chamber of Commerce and Industry (BCCI)

The Ekahrain Chamber of Commerce and Industry is & private
organization and ite main cokiectives are to protect the
interests of itse merbers.Fromcte economic and financisl
activitiec,support the commercial and inducstrial sectors.

Study economic projects and draft lawese and leqgiclations

referred to 1t by government zuthorities,‘c comment on
them and offer recommendations and suggesticns to its
membere &anc the concerrmed suthorities in &1l mattercs
pertaining to economic,financial and production matters.

The Chamber's duties and functions are those usually
adopted by the international chamber of commerce and
industry of which the Bahraini Chamber is a member:

— Regicstering the names of traderse and commercial and
industrial establishments.

- Jseuing certificate of origin to locally manufactured
products.

— Attesting certificates of origin.
~ Certifying invocices of qoods.

- Legalising commercial ;industrial and financial agencies
and contracts.

- Verifying the signatures of ocuthorised signateries.

- Certifying the designations anc character of delegate:=
and commercial and industrial conpaniecs.

- Legalising copies of documents wmainteined at the
Chamber.

- fAttesting &11 other commercial jindustrial and financi-
ial certificates.

- Regicstering arbitration awarde.

The Chamber has eight Committees of which the third ic the
Industry Committee.
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Thice Committee ic led by a Cheirman,appeointed from the
office of the Chamber ,a Deputy Chairman who i1s the General
ftanaqer of Gulf Fetrochemical Industries {(GPIC) and the
Roard of Directors coneist of seven members from the
kehrain industriel community.

The objectives of the Industry Commettee ics to:

~ Study all matters related to industry refered to the
Chamber and offering suggestions.

- Publish directories about industrial establicshments.
- Issuing an annual report about the country’s industry.

- Examin matters assigned to it by the Board of Directors
or the Secretariat.

— Coordinating between the industrisl <cector and the
competent government authorities.

- Euxplore and identify means and methode of supporting and
ecouraging the industrial sector and protecting national
industries.

~ Study legislatione and lawe promulgated by the Govern-—
ment on &all matters related to industry and give
suggestions and advice.

- Farticipate in BGulf,Arabic and International incustrial
conferences,seminare and federations.

According to quite a few members of industrial ecstabl-

ishments interviewed during the assignment, it seems

that the Chamber &and the lndustry Commettee are not
committing themself and acting up the required standards.
EBureucratic procedures and lack of interest from ite board
members have been mentioned as some of the problems.

Thie is apparently also reflected by the fact that asong
about a total of 3FB.808 regictered ectablishment in
Bahrain,only 3.000 are members of the Chamber of Commerce
anc Industry.




E. The Arab Gul¥ Cooperation Council (AGCC)

For a Bahraini industrialist exporting hie preduection to
the member states of the GCC, the fundamental idex of
forming a common market with same rules and requlation
wvas very appealing.

Uniurtunately,almost all of the =i membters,the Sultanate
cf Cman,the United Arab Enmirates, Qatar, Kuwait and Saudi
Arabia still have their own rules.Thics applies to,for ins-
tance,cucstom formalities and custom duties.

Amornig  cthers,Saudi Arabia has difficulties to accept

official papers issued by aovernment auwthorized bodies,that
a certain company is owned by bahrainis that the exported

products are manufactured tc ar least 40 of its value in

Eahrain and consequently should enter Szudi Arabia free of

import and custom duties.

The: BCC hae started discusesions with the Europian Economic
Community in order to be accepted as an economic entity

anuy & coamon market for the six states.Soc far without
ceuccese,one of the reasonse being not having common cuctom
dutiee and acceptable rules cn free trade.

tior cover even subsidies and incentives to industries dif-
fer-e videly from state to state and while several atiempte
have been made from the GCC headquertcrs in Kyhad to nor-
¢nixdize the procedurecs,invecstications mace in Cctoler 1992
tv MOFNE,givese following facte:

"

Total cost incentives: GCC average 3,6% of costs
Bahrain average: = 0.2% of coste

Baht'cin {figure are overcstimoted,
Actual ecstimate cshould e B.47%

Electricity in US cents/Lwh

- —————— o —— - —— . W T ———

Omar: 5.2 Bahraim .17 UAE 2.04
Qatar 1.65 5.A .99 Fruwait 0.5%4

=1
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Land Rentals in US cente/sqg.m.

Oman 13e Bahrain 24T UAE 145

3]

Batar 27 S.A. Kuwait o4

Cost related incentives in total costs

Total coets - Cost incen. fe a ©

uso M. ust
Rahrain 187.12 4,45 4.15
Kuwait 9e.31 13.869 15.16
AN
- Oman 98.32 18.53 i8.71
Gatar 9@.2 17.79 19.72
Saudi 89.17 17.87 20.04
UaE 9a.81 Z.53 13.6%

One zdditional interesting investigation was carried out:
taking the plzsticv incdustry as an example:

lnpact of tariff protection and cost incentives per ton
of ocutput in USH.

Gain due to Gain due to Totel Advantage

Tarif+¢ Frot. Cost Reduct. Gain over Bahr.
Bahrain 81 2 113 -
Fuwait 243 184 349 Z. 1
Qman 381 101 182 1.6
Catar 64 142 213 1.9
Saudi 81 73 159 1.4

UAE 16 150 166 1.5




In attracting investors,Bahrain has teo "compete™ first and
foremost with the United grab Emirate, specificslly the
aqgr eecively marketed and very well mancged Jebel Ali Frec
Tone.Secondly with Saudi Arabis and its large and alseo
well managed industrial estates/free processing Iones.

However .,as mentioned in other parts cof this repart,the
review of the incentive programnme and the recommendations
made in the capter “Conclusions and Recommendations™ are
ment of aiming at reducing the gap and not for Rahrain
“to be the best” in thne Gulf.
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111 CONCLUSIONS AND RECOMMENDATIONS

Some cof the rulecs and regulations governing the development of
industry in Bahrain hac been made more flexitle and attractive to
both foreign and tahrainis investore over the past yveare. It seeas
ttat the Minisztry of Finance and Economic Affaire hace opened the
gcur a few fractione allowing the Ministry of Development and
Industry tc enter and have proposals on improvements on the in-
veetment climate accepted.

For incstaznce two very important steps were taken in establishing
the Bahrain Development Bank and the Marketing and Promotion
Office. Thece two institutions will &allow the Ministry of Develop-
ment and Industry to attract & larger number of foreian companiec
to eetile in Bahrain and promote the operzation of both foreign
and local industrialists in implementing their project through
agreemente on =oft loans for both fixed as=sete a&nd working capitsal.

Ar: cther very important step was taken when the Minstry of Deve-
lopment and Industry and the Ministry of Commerce and Agriculture
were allowed to ctreamline the procedures for licencing and regi-
ciration of new enterprisecs cutting the necescarey time down to e
mirimum.

The UNILD concuvliant hacs,as the main oblectives of his assian-
sont, lozbe? intoe the general stratesi of inductrial development
in EBahrair:. and focused hice attention into the pertormance of
three section ectablished under the Industrial Develogpment Direc-
terate.fleo,invectigations were carried out about connecting ac-
tivities preformed by i.e the Industrial Arezs Directorate and
the actual package of industrizl incentives approved by the
Governmen®..

The conclusione reached and the recommendatione made are spelled
out in the following paragraphcs.

A. THE INDUSTRIAL DEVEL.OPMENT DIRECTORATE (IDD)

- S - ——— ——— — —— — —— S ———— — o (- S " T — o~ ——




Conclusione

fc =shown in the attached TARLE 1 there are,in all,eight desks
or secticns under the quidance of the Direclor of 1IDD.The
activities carried out of five of thec=e decrke are however co-
ci-dinaeted by an adviser whe is reporting directly toc the Dir-
tctor of IDD.

The remaining three desks are independent sectiones &and the
head of thece =sections are reporting separately to the Direc-—
tor.Yhere ie no coordinating and advisory function betweoe s
the Section Heads and the Director.The Director 1is an
an efficiert but extremnely busy man and consequently he can
herdly spend the necessary time in managing the operations cof
theez three =sections.

Moreover ,the three sections seems not to be working as effi-
ciently as decired and there is no real coordination and co-
operation a&among these sections and between the sections and
the rest cf the directoratefs).Their capability of assisting
for inctance to-be exportere or extending a total package of
informations to investore potentially interested in estabkli-
ehing manufacturing industries in Bahraingics extremely limi-—
ted.

Conplaine amomg the established small &and medium ecale
enterprises are that very litle,if any,informations,promoti-
cnzl or eupporting activities are to be enpected from the
Industrial Development Directorate or its Promoticon and In-
focrmaticn Section.The only time when they he:- from JDD is
wvihen they have to re-register.

Reconmerndations

———— — — ————— O — - -

In the light of the aforesasid and on what hae been mentioned
in the previoucs Chapter I1 "Background Informations” it is re-
tomnended thet the organisaticn of the three cectior is stream—
lined ac shown in the organogram on TABLE 1I.Implementing
theve changee it seemeg at least for the tiame being,that there
iz no necd of employing additional poreonnel if thooe
available are appropriately trained.
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1. Licensing and Registration Section

1.1 tLicencing and Registration chould form one section,
. mainly because the registration unit works as & direct
follow up of the activities carried ovt by the licen-
cing unit and the latter could utilize the very effi-
cient computorized data programae set up by the reeics-
ration unit. (the licencing unit has no computores).

1.2 There is no need to <Thange the rules governing the
procedures for application of an industrisl licence or
for the registration.The forms are quite straight
forward and the time invclved is laudable short.

However ,before a priliminary licence is issued,a careful
analysis and evaluation should ke carried with the as-
ceistance from the Financial Analysis and Evalustion
Section (see paragraph 3).Also,the opinion about & new
licence should be scught from the desk in charqe of a
cepecific product range i.e. foocd,engineering etc.

The capability of the applicant and/or his partners
of running the proposed enterprise should &also be
taken into account and carefully investigated.

1.3 It s=hould be avoided that a licence is issued for =&
product which is already manufactured in Bahrain in
cuch uantsties, by several enterprices,capable of oo
vering 1887 of the reguirements from the market.Zven
if it ie appreciateg from the consumers viewpoint that
hexlthy competition malke=z prices attractive,an addi-
ticnel producer could create heavy financial problents
for both bimeelf and the others angd at the end of the
line, the consumer will not benefit from sesuch & il ua-
tion.

1.2 Export oriented industriecs shouwld have highest priori-
r =
ty.specifically industries outcidc the main exporting

e

cectore, metal and chemicale,at present exporting 2%
of the total.

1.9 &ctivities connected with applicatione fer protecticn
should be handled by the Promotiorn and Support Section
{eee paragraph 2 ) being & ourely cupporting activity.




1.6 Cne vear aftter that &n industry hae keen approved and
the final licence issued,.an cofficer from the Registra-
tiocn Unit should pay & vieit to the estabklishment
in orcer to :

- control that the industry hae been set up according
te the specifications and agreament in the licence.

- Frovided this has bkeen achieved,the cfficer should
assist the company te fill in the necessary form for
a registration.The regietration procedures should be
carried ocut within & week and & certificate issued.

- A report on thie visit should be issued by the of-
ficer to the Head of Section epelling out the
statue of the visited company,progrese made,if
rules and requlations have been followed {(in neja-—
negative cases suggest remedial actions), if any
specific additional assistance from IDD is asked
for involving, for instance,the Promotion and Sup-
port Section. This report chould be kept confiden-—
tial.

1.7 There ics no need for the companies <o re-regicster
after one vyear and thrity days,as according to the
law, if no changes hacs taken place over the pericd. It
will be csufficient if they re-register only when/if
dracstical changes cccure such as:

- fAsting for protection forr their procucts &gainet
cimilar imported items.

- To be excempted from impeort duties from the GCT,if
not yet exporters actcording to the licence.

- When adding new products to the exiceting rarge or
when increasing the capacity of producing the present
ocnes and consequently maybe ashking to be exempted
from custon dutiee for additional machinery and raw
materials.

- Whern enploying more bahrainie and ask for  theo
incentives comnected with thie action.

- 14 applving for & plot in one of the industrial
ectates or changing adrezs.

~ Wherr the industry wamte to utilize any T the
avialable incentives and in this connection sl or
the support from IDD.
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Furthermeore,it will be =sugoested that the Fromction and
Support Section shouwld vieit the enterprises {see para-
graph 2.) and in this connection the re-registration
formalities could be carried ocut,if necessary.

The Information Unit at present being a part cof the
Registration Section,should be transfered toc & new
csection called Industrial Information Section (see
paraaraph 4)

Fromotion and Support Section

This section will have two main functions:

- Fromotional activities to attract more industries to
Eahrain.

- SBupporting activities to established industriec.

The Finance Unit previously attached to the Fromotion
Section,shoculd be made & separate section called Financial
Analysis and Evaluation Section {(see paragraph 3).

fic previouely mentioned in Chapter 11, the performance of
the Fromotion Section ie not up to the required standards.

Very litle has been carried out in the paet ag fa-  &o
promotional and supporting activities are concerned.There
are soume vague plane to print stickers and poster and it
hee aleo been talks about signboards at the airport arri-

val lounge but so far nothing has been implemented.

.1 Promotion Unit

The Unit should work &aggressively in proincting
investment with both foreigrm and baheraziris capital in
nev  induetrial manwficturing ectablistment ot the
emall and medium scale level.
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In doing the job,.lots of day-to-cdoy activities chould
be discussed and a programme presented toc the Director
with attached time =chedule and needed financial com-—
mittmernts.For instance:

- Participation in international trade faire both in
the O6GCC cstates and coverseas.Coordinstion and co-
cperation with the Marketing and Fromotion Office
and the Chamber of Commerce and Industry is ecssen—
tial and should be acssured.

— Participation in trade fairs at the Bahrain Interna-
tional Exibition Centre a&and receive permission to
set up a vyear around stand exibiting bahrainis
products. The Centre is utilized alsc for seminares
and conferences at international level and constitu-
ute,therefore;an excellent opportunity of promoting
babraini industriecs.

- fReview and up—date the "Made in Bshrain Cstalocgue”,
print posterse,stickers and hand-oute of internatio-
nel standards. The go—ahesd should be given for the
installation of signboardes at the airport.

- Give higheet priority to companies having in mind to
cettle in Bahrain manufecturirg/assembling exportable
producte, The producte should be of high value, and
Bahrain should rnot try to attract labour intencsive
projects,competing with low-cost countries in Asia.

— Coopeirate with the Chamber of Commerce and Industry
and specifically participate in suminare and meet-
ings arrang:zd bty the CCI,when foreicen trade delegeat-
ions vigit Bahrain.Many times comparnies looking for
markete in Bahrain and/cr the Midle Easzst could start
with a sales office to te=st +tho martet.d second
phase might be an assembling plart and & third phase
producing part of the producte in the country.

- frrange and jointly with the Chemnber of Commerce and
Irdustry organicse and participato in vizite arranged
with the aim of promoting bLabtvaini induztricl products
to the markete in the GCC cstates,the Midle East and
OVEerescas.

- beort out strategic plan of action for future further
development and industrial activities.

- frrange seminare jointly with the Informatiorn Cenire
(cee paragrph 4) inviting potential invectore when &

i
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range of new products have been evaluated &= of pos-
sible interest for the bahraini and other markets.

n o
-~

- Frorote the establishment of sub-contractino firme
specialized service inducstries te the large type
industries.

- Fromcte BOT-proijecte (built—-0Opercte-Transfer) scheenmes
for project implementation and financing.

— Extend advisory services,promoting industries contem—
plating of entering . the complicated export LHusiness.

2.1 Support Unit

This unit should operate supporting mainly the
existing industries in Bahrain:

- Extend post-investment advicsory cervices to
established industries.

- Practically,two cofficers from the Unit,one economicst
and one egngineer, should visit the establishmente
pertaps starting with those employing 15 people or
more. There will alwaye be some problems, specifically
in management ymarketing and production to be sol ved.
Maybe advicse could be given on the spot and if not
they would be =solved either in house or with the
ezcistance from indipendent concsultants.

- Asesicsting in concducting market rezearch and analysis
when introducing new products in both the local o
the GCC marlets.At least one officer from the Ur:t
ehould attend training programmes in thice kind of
marketing activities.The officer cshould &leos be
capabel of evaluate market research reporte preszen-
ted to the licencsing unit.

— Report to the Registration Unit if any changes hzs
talken place in the visited industries and &alco ot
the performance of the establichment in  g:nier 2l
terme.

- FReport to the Information Centre if the wvieited o
any contacted establicshment wante specific informa-—
tione.




— Acseiet in merleting activities cuch as printina of
lezflets and broschuresz,advertising,how te heve loe-—
ans approved for starting up new production lines,etc.

~ Cerry tc and discusse on the visits.new product ideas
from i.e.tie Information Cenire and evaluate their own
ideas,if any.

-- Evaluate and advice on action to be taken either for
the survival or for the closure of "=sicw” industries.

-~ Orgenize trainino prograsmes for the entr-epernrcurs on
topics such &s marketing,management,qual:ty control,
the GCC markets,producticon planning,accounts and
bookleeping,packaging etc.in cooperation with the
Information Centre.

- Analyse and evaluate applications dealing with the
incentive programme {(including protection) and be
part of an Industrial Incentive Committe formed by
i0ODI with the participation from IDD z=nd MOFNE. (cee
Faragraph C. Inducstrizl Incentive Frogramme in this
Chapter).

Interviwed entrepgeneur gave the imprescion that they
would appreciate if the Ministrvy show interest in
their cperation,cbvicuely without interfiering, and
could discuse and pocseibly even =olve some of the
protleme they are facing in the day-to-day running of
tho establishments.fis the situation is =t present they
feel Lthat no aesistance and support of any kind i€ -
tended to them by the Ministry of Dovelcpment and
Indusiry.

3. Finmancial Analysis and Evaluation Section

D e Yy T T T T T T T e

This section chould concentratle in:

- Analyse and evaluate feacibility etudies precented by
investores askimg for ~n industirial licence.

- ficeiet cither directly or - through the appointment of
specialized concsultante in conducting pre-feacsibality
and feasibility studiecz.
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- Hnalvse,evalucte and corcont on proiect profilece precen-
ted to IDD by potentizl investors.

- RAecicst either directly or throuagh independent concul-
tanite in working out specific profiles or adapt exie-
ting onece te Bahrain conditionse and to the reguirement
of the industrizlist.

- Extend financial advice to enterprises either directly
or through the reguest from the Support Unit.

- Hork cut appropriate cash—-flowe on the request of enter-
prises for new production linecs.

—- Evaluate the financial acspects of an enterprise that
is floundering and elaborate on recommendations for re-—
medial actions to be taken.

-— Evaluate financial reports from industries asking for
protection, on behal ¥ of the Support init.

- Assist the Industrial Incentive Committee throuagh the
Support Unit of the FPromotion and Support Section to
analyese and evaluate applicatione from enterprises ashk-
ing to be approved for incentive utilization ( eee
paragraph C. Industrial Incentive Programme).

It ic essential that at lecst twc of the officere/cconosi-
cte &t present at the Promotion and Finance Section, are
cent to training courses on i.e.evaluation of industrial
prosecte,on preparing feasibility studies and’ on piroject
profiles analyeis.

Industrial Information Centre

A et

fne previocuely mentioned,on two occasions.in 1989 and i
1921 ,,recommendations were made 6. Lthe cstablizlnent of
Ircustrial Information Centre (IZ0)Y.The recommencaticn oo
rejected by the Minstry of Finance and Economic Affaire buat
the conczultant highly recommend that the project is revived

and the Centre established.

LI )
|

]

]

[

It will be functioning ae ome-ctop-shop were &l1 kind of
information on industial development activities should be



iee could gather

concentrated and were interecsted r €
it of & manuvfecturing

e
rar.ted informations on the esteblichne
gidrepri=se in Bahrain.

Specifically,the IIC have te perfors fellowing cduties:

- Inform on rules and requlations qoverning the establich-
mcnt of & manufecturing or essebkling vril oin Bahrain and
assist in preparing the informaticons needed for the appli-
cation on an industrial licence.

— Assist in receiving necessary permits from the various
authoritiecs involved.

— fAessist through cocperaticon with the Directorate of
Incdustrial Areas in applying for an industrial site in an
industrial estate.

— inform about the support IDD can extend spec:ticelly to
infant industries, and the packaage of incentives the Go-
vernment is prepared to give to an investor in Bzshrain.

~- Adwvice on new products which could be develesped in
Bahrain for the local ac well as for export.

- Extens  informations specifically on the Bahrain and the
GCC marlkete ae {far as 1.e.establiehed production units
fo- sprecific producte,marbet size,import cstatistics etc.

- hE n finding suitable agente/importers for investores

iet i
cts and advise on how toc attach dcifferent markete.

du

0 m

v

- Fiovide industrialicte with broeschures,leaflete,poctere
promoting Behrain producte ebroazad.

- fdvise on different marketing strategies and on how to
ccrnduct efficient marlet studies and recszarch activities.

-~ Inform atout the existencze of training courcees in Bazhrain
conducted by both the IDD but aleo by orther miniztries
and inetitutione.

Trovide irndformeticon oy Joint-Yenture scheome.

- Frovide pre-and post investment advicory services to both

rcw ventures and ectabliched industriec.

- Produce & quarterly MNrwelettor to be widely cdistributed
in Bahreain and abroio giving infornation o whet ie going
orr in Bahrain on the industrializalion process as well
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e promile Eshrein as a suitet-le location for industrizl
e=taeblishments.

tatliching tbueiness plane and help with
sal.

- Advise on consultante and socurces of finance cspecifically
prometing the newly establicshed Bahreain Development Banlk.

- Liagse wit! the Marketing and Fromeotion Office,alsoc newly
establish, in activities ainming of attracting manufactur-—
ing entorprises to EBahrain, providing &11  kind of
requested informations. -

- Inform specific preducers about government and larger
industries upcoming procurment contracts.

- Inform the industries about possible chianges in laws,rules
and regulations.

- Pe made in charge of the development of the Library and
inform the industry about existing publications and new
arrivale.Fromote the library as & source for useful infor-
maticne.

- Cooperate with GDIC in Dohea,EBahrain beinc one of the
founding members,on project profiles,feasibility studies,
publications etc.

- Develop useful contacts with the media in Beshrain and co-
perate in the promotion of Bahrainis industries.ln thic
coantent organize and put on etream & countrywide "Buy
E hrain” campailgn promoting consumer goods pircduced
in the countiry.

- fieeiset in preparing indusirial cencsusecs,specific  annual
surveys,diagnose the manufacturing small and medium scele
industrial sector and report to the Director.

- t"en the incentive programme hacs been approved by the
Government, print a bocklet giving 11 detailed inf&rma»
tione about what kind of incentives investors can exprc
and how the procedure are for receving them.

Havinge iv mind the very busy time cchedule of the Director of
the Induetrial Development Directorate,it ie hichly recom-
fendoce that hiz day—-te—-day necded invelverent in the running
vf the fewr suggested sections cehould be alleviated.




Wity & heavy load of Czily coumit?aents, it tas not  been
poszible for the Direztor Yo lead all the activities of
the enieting three seclionse and thice might be one of the
reesoir for complaine from the inductrial community in the
private cectorythat the Mirisiry of DPeveloprnen:t and Industry
ie ot appropriately acti:ig,zs expected.as a cupporting aend
promoting  government body for the eswmall znd sedium scele
industrial sector.

When the three sectior are re-organsized intoc suogestied four,
the number of activities tc be performed will increass
fclde and sco sucst undoubtly be the workload of the Director.

MmEn

Varicues possibilities have been looked inte en how to alle-
viate thie workload and at the same time increacse the effi-

ciency of the fouwr sections.0ne has been to add the four
cection to the five existing desks under the presently
appointed advisor,the Manager of Industrial Operations.The
idea was discarded at an early stage main reason been that
the adviser has to concentrate full time on managing the
aclivities of the five deske.To add more activities will
disrrupt the smoothly ongoing activities of the five desks.
The advicsore time cennot be committed inm re-organizing the
{four =sections and implement their suggested additional acti-
vities.

One more pocecibility wae ctudied and that was to keep and
re-organicse the exicsting three deskes but to transfer the In-—
custrial Information Centre to the Directorate of Coordincati-
on and Information.Even thics idea was discardeg for two main
reacons: Firstly,the 11C should be attached to and coordinate
its operaticn with &ll other sections/deske witlhin the dir-
eciorate dealing wiih inductrial devel:pament. Zecondly, the
Directorate of Coordination and Finance ie dealing with 14-1é
of the larger mainly =tate owned enterprices collecting fin-
ancial and statistical data,assicsting in carry out fineancial
reporte from these industries and report to H.E the Minister.
To &dd an Information Centre to tliese activities hes nol
e regarded &5 a suitable propositicas.

Therefore, it ie recommended that & new post az advicser/co-
ordinator should be created & chiown in TAELE 11, poccibly
viith the financial and technical assistance from UMNDF/LRIIDD.

The advicor will definitely alleviate the word of the Direc-

tor, organizing &nd managing Lhe four soctions, cetting up
cshort and long-term strategic planc,carrying ocut the deve-

e
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lopment and the implementation of he suqoested activaties,
coordinate the work of the four sections.spread informasticn
about ongoincg activities to othe- directorate in MODI and
tee minastiries and institutions invoelved in industrial deve-
lopment activities,etc.

A two-way communication and information system could be es-
tablished between the private industrial sector and the
Minicetry cof Development and Industry.fAll parties would
Lerrefil froem such an ariranagement.

The advicer will carry out his work in close cooperation
with the Director and all presented plance, before their
implementation,will have his approval.FPeriodical.chort re-
ports,summarizing activities performed during the period
and action to be taken in the next,should be issued to the
Director and discussed.

Obvicusly ,before elaborating on the coele involved in  the
recommended modus operandi of the four sections. the chanages
suggested and the activities to be carried out by the per-—
sonnel at the different sections must be discussed and in
prifnciple aproved.

At thie stage,recommendations are made for the following
funds to be mede available to the fouwr csections.It is zlee
hiohly recommended that UNDP/UNIDO ehould be approached for
disuscions cn their rossible technical and fipancial
contribution to this project:

- Feasibility studies throuach consultants.

- Marbkel surveve and research activities (in Bahrain and in
the GCC via consultants.

- Traininog pronrammes for officer e «t the four sectionce.
- Traiming progiramme on entrepzaseurehip development.
~ Participation in national and international trade fairs.

- Updating of the library,acquisition of pericdical tech-
nical and financial news megarines.

- Produce & quarterly newsletter.




et s ting, TCC with GOl e date ‘nformatiicn prooramnie.

— gesioning.p inting and dictribution

of posters,.s=tickers.
lestlete.cetiing up the siontoards at the asr

-
pert (etc.

- Frotolype manufacturinag for new procduct 1deas.bLaboratery
e cuslity contreol tecte.

cempeions i.e. "Buvw Rehrasin”.
- felabliceh & permarnent stand at the Exititicon Conlre

- Ectebligh an asopropriste Industrial Info mction Ca=ntre at
the cwremices &t the grournd floor of the MOPI ‘e bueildine
=g provide aporopriate ecuipment.

It ie firmly believed that the recommendations made in  this
chzpter will improve the perfomance of the Industrial
Develooment Directorate as well as of the existing industries,
the infant or pioneering enterprises in their firet crucial
steps toward success and professionally ascsist in the promo-
ticn of new investment in Bzhrain.

fur in-bcucse review should ke made bv the Director andg
cuiwmite to the IDD of Lhe present orcanizationasl structrure
ang ctaffing levels and needs.Special emphasie should be
prlaced on communication linke between the different cectors
and decke. |

E. THE DIRECTORATE OF INDUSTRIAL AREARS (DIAR)

Pl

The cCirectorete is reporting directly Lo AUS of MODI and i€
cunposed 1o work closely 'with the Induetria! Develcocoment Dir-
ectorzte.The IAD has beern made in charoe =of develorping anc
manaoinc ths industrial areas and estatee in Bahrain.

Treanruslion .

e mentioned in the previous chaoter 11 "Rao kar ound
Informatione” .there &are poseibly, 4-9% plets left in the
industrial areas and by the end of 1992 thev will be &}l
ellocated to wvarious industries.leaving not & csingle site
avallable for new indastriesr.
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Having in mind the promotional eficrde which will be carried
out & the Indusiricel Develcooment Directorate as well &s the
Marketing and Fromotion Gifice in the vesre to come., it is
iinerative that adeaguate sites are mage =svailable to both
foreian and local investore.

The Government mucst realize that without investaent in  thie
aree. funde plouched in promction=l activities in order to

attract investors to settle in Bahrain will be more or lecss

wasted.To tell the investors that the Government will made a

plot available if and when they come to HDahrain.will make

them to take the first flight out.

Even if & recession is going on in the industrial world, this

i the right time for Bahrain to invest in approrpiate infracs-
tructure and in projects such a2 industrial estates.in corder

to be ready when times changes and companies have more money

te invest,

Recommendations.

Conseouently,it ie recommended that in order to malke the pro-
mctiocnal work of the Industrial Develoopment Directorate more

efficient ond that of the Directorate of industrial Areas &

real challenoe in developing additional hich standardes indus-—
triel areacs.following activities should be carried out:

- About thirty plote have been &llocated long time &oo,some
about twenty veare oo anc cther amything between three arc

twenty veares.These plots.not beino develooped by the
tennante and layving idle, should be imnedistely tabken back
by DIA.Adecusate funde <hould be made available in

oraer 1o develop thelr infrosetructure, such as water . oras -
vane.electricity .. sewarraoe and roads where 1t 1 deamed nec-
egvearw  and the plote made availuble to interested partiiec
latest bv the end of 19792 (allccation earlier).

- The 1AD’'= sugaested rnew rules concerning lease of industr-
ial plots,explained in Chapter TI.having the tennante to
oy full lease for the firet vear and aqiving them two vears
(should be extended to three-see paraaraph C.)free of char-
e should be accepted by the concerned authorities. Also.
the rule statino that if the ternnant hase not started the
conetruction works within one vear thiern the 1£D has the right
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tos re—-allocate the plot, should be accepted &nd innlemented
without delav.

Grovrvrnaert rlane too develor the eree & C =t BYIN e heed-
qua._ers ints & Fiict Industrial Estete are well advenced
angd &1l drawino for divieion of plote and factor e buildldings
ir, & mocdular decicn.have been compleled. The Estate will be
cf internaticonal standarde and it he:s beers earmar fed for the
accomodation of larger . .medium and small scale indutries. It
ie recommended that the calculatez neeced funde of «Lout
Er» 4 Mill USc 14.8) cshould: be made available as & matter
cf vricrity,.in order to have planning ard conslruction work
started at the becinning of 1993 and completed by mid 1994.

It ie &lsc recommended that part and peocscibly later on.the

whole area of thics estate shouvld be made & Free Zone (Export
FProcessinog Zone — EFZ) attracting mainly high technoloocy

manufacturing/acscemsbling plants aiming at exporting 180% of

their production.

The additional available area of about 2002 hectare in South
Alba.zdiacent to the cemeliter. should be tanded over by the
Government to D14 and developed to accomcdate.nainly,alumi—
nivm down—stresam proiecte.The plote,with readv infrastruc-
ture,should e made available by the end of 1292,

Frreliminery 1nvestigationse have been carried out for the
fovel opront of a rew vort end a new  industrial arcc &
c 3

r+

P .

th Jad., The land ic in sghallom wastere aro b to
ledmeca in order to ecstablieh the irndustrsel area. L

other hend. the rav—-material nesded for  thise pirodect
woalc  be teaben ‘rom the site where Lhe oeneral cerco port
and the i1rnoustriel ares port 1s planned.devicine the inves-—
tment between the Port Authorities and the Ministry of
bevelopment and Industry.

fit

The total cocte for the prodject will reocudire ouite heavy
investment because the total ares to be dredoed 1= of
rovohly &0 hectare,. Conseqguently,.it can ot b expectsd het
the Government could oive the go—-ahead in & foreseable near
friure.The macterpleaen for the procosed induasiriel ares  in
Scoutih Hidd cleerly also enviceaaed Llhe implementation in e
veral etanes i order  to ease the finarncsel bwrden on the
Government and only develor land ae and when it ie needed
for induetrial use,
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INDUSTRIAL INCENTIVES PROGRAMME

Conciusions

The Government has previously introcduced an incentive
programme assisting specifically infant inducstries to enter
the market without having tco heavy financial commitimente.

It wasz however soon realised thzat these incentives were
merely on the high side when compared with those externded by
cther member states of the GCC.Chviously, Bahrain chould not
try to compete but the gzp should be reduced in such =« manner
that an investor feels that the difference will nct hwt his
prciected cash—-flow.

In the light of this,the Bovernment ie in the process of
reviewing the package of incentives and below the consultants
reconnendationse are listed:

Baharanization

With &a recognized figure of 15/ of the male population been
unemployed and & large amournt of school graduates entering
the labour market every year,it is imperative that attractive
incentives should be put forward to industrialistes in order
to reduce the dependence of expatriate labour force and make
the employment of bahraini nationals more attractive.

The industries are at present reluctant on employing bahrainis
because they can recruite foreign labours already trained in
epecific works and at & lower cost that uncskilled baharaini
will fetch.To train & new labourer is an expensive excercise

not only time consuming but the trainee will alsoc waste raw-
materials, produce low quality not marketable producte, etc.

Becsides this fact,it is also widely recognized that it is ex-~
tremely difficult for an industrialist to dismisse an employed
babhraini when not performing according to expectations.




It 1s therefore recommended that compamies should set up
in situ training programmes,both practical and theoretical, for
new bahraini employeec and the Government should pay up to S@%Z
of their salaries (that is,S@% of the minimum salaries accor-
ing to rules) over & period not exceeding three years.The
fourth year 25% will be payed by the Government and thereaf-
ter the employee will be 188% at the expenses of the company.

These recommended rules should apply to all medium and small
scale industries in the private sector,either they are
already established or just started and not be depending on the
number of bahraini or expatriate labourers already on their
paylist. As soon they employ additional bahrainis the rules
should apply.

However ,the Government through the Ministry of Labour should
grant the company the possibility of dismissing a bahraini
employee within the first year, with a two months extra sa-
lary, if found not suited for the specific Jjob assigned
to him.On the other hand,if the employee performance has be-
en accepted,his salary should be increased by a minimum of
107 after the first year.

If this recommendation is approved it is envisaged that
enterprises will be encou gd to employ baharainis and as a
result,the participation rate of national manpower will inc-
rease.

fe it has been recommended in section B. Directorate of In-
duetrial Areas,the by DIA suggested rents spelled out in
Chapter 11 should be accepted as fair and competitive but
some minor changes should be accepted:

- The suggested general rents per sq.m of SO0 fils (USD 1.90)
and of 780 fils (USNH 2.90) on waterfront properties should
be approved with the exception for the attractive near the
port eites at Mina Sulman Industrial Estate where the rent
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showld be BD 1.@ /=q.m {USD 3Z.78).

- The by the DIA recommznded grace period of twe yveare, after
that the first vear lease hace heen payed,csheoulc be eitonded

to three veares.

Electricity

The 15 fils/kwh charged to industries at present chould Ge
reduced tc 6 fils { US cents 1.95) per kwh.The rates should be
fiszed for a period of S yeare and renewed with a maximum

increase of 8% ({pending on inflation ratee) for ancother S
years periocd.

Usually, the electricity,lilie water anmd seweraoe is brought

bty the authorities to the side of the industrial plot and it

ie &t the coste of the tennant to install & sub-station with

transformer and to carry out neceszzary in house installeations.
The coste involved in  the installation of the sub—etation

are quite high and according to informestions,could be up to

BD 20,088 (USD 75.888) or even more,pending on the size of the
transformer.

-
31
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investment during the starting up ope-

hment and it is therefore recommended
ER -

Tariff Protection

Should ke rectrictive but pending on the approval fron the
Industrial Incentive Committee (=ec below),it iz recoamendod
that o maximunm of 2€8% sheould SHe civen for selected products
the firet three yeoare and reduced to Q% for an addit.onal
two yeaore pericd.The 10Y protection rate could be extended,
o demand from the inductry, for maiinwr cnother two yoors
period.




This rule should not be restricted to infant industries only
but established enterprises could apply for protection as
well when, for instance,a similar product is imported with
clear dumping tendences on its price struture.

Fre-investment incentives

fe long as facilities and knowledge are not available at IDD,
funds are to be made available tc cover the costs for outside
consultants for the following activities.However ,5@%Z of the
ctosts ehould be payed by the entrepeneur/investor:

- Feasibility studies/project profiles.

- Market research and analysis.

~ Prototype manufacturing,laboratory tests.

incentives to export industries

# new establishment or an existing one entering the tough
erxport markete,should receive support from the Government at
least &t the first stage of their effords. Following is
recommendged:

- Free custom duties on machinery entering Bahrain for a
specific approved and licenced project {(custom duties are not
to be payed and then refunded).

- Free custom duties on imported raw-materials and/or semi-
finished products for industries set up and licenced with the
purpose of exporting 1007 of their production., (custom duties
ot to be payed and then refunded).

- Custom duties to be payed for imported raw-materizals and/or
semi—finished products by companies only partially exporting
their production.Custom Authorities to refund the duties on
the imported raw-materiale and/or semi-finished products
vwhern evidence is presented (invoices,letter of credits,bill
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of lading,etc) that they are integrated in the exported
products.

- This pay and refund system will &lsc apply to goods entering
. the country for the purpose of being re-—-exported. Goods
arriving to Mina Sulman and/or the Airport awaiting trans-—

shipment should obviously pay no custom duties.

- 20 rebate on handlig costs for exportgoods at Mina Sulman
and at the Airport.This rule should apply for the first
five years of the company’'s export operations and reduced
to 197 for the next S year period.

- 407 rebate on freight costs for goods delivered via Mina
Sulman,the Airport or trucking companies,for the first three
years.The subsidy rate to be reduced toc 207 for an additional
two years period,renewable for two more years.

- Export credit facilities and export guarantee schemes at
present r.ot available in Bahrain,should be worked out and
made available to exporters by the Bahrain Development Banlk
at subsidized rates i.e. S0/ of the costs usually applied
internationally by commercial banks,

-~ An export promotion committee should be formed at IDD to
evaluate an exporting company’s request of attending an
international trade fair.If the company’'s capability of ex-
porting their goods a&and if their producte have been
evaluated to be marketable in & specific country
(Quality,appearance,price structure etc.),the company shoulcd
receive a SBZ rebate on the coste for & stall and SB8Y% rebate
on airticket and accomodation for one company representative

The above mentioned incentives will surely encourage the
establishment of new export oriented industries and,alcsoc,have
exicting one to contemplate the feacsibility of giving their
products & try on selected export marlets.

It is recommendecd that an "Industrial Incentive Committee”
shiould be formed at MODI with the participation of IDD and
: MOFNE in order to analyse and evaluate a company’'s formal
application for the utilization of required incentive.In the
cace of new industries,the application should bGte submitted




on a specific form simoulteneously with the application for
& licence.This will allow the Licensing and Registration
Section to coordinate the evaluation of the application
with the Industrial Incentive Committe.

The committee is to approve or reject (totally or partly) the
application and its decisions are final.

In 1991,the Government introduced several new laws reflect-
ing government policy of providing more adequate incentives
to foreign companies:

- 10@% foreign ownership and no sponsorship reqguirements
for exempt (offshore) companies carrying business only
outside Bahrain.

- 100@7 foreign ownership for limited liability company which
will engage in business in Bahrain if the company is eit-
her for industrial purposes or to be a regional base and
conduct operations outside as well as inside the country.

- Reduced the minimum capital requirements for the exempt

and the limited liability companies.

Furthermore,following additional incentivees were introduced
in the 70-88°s and are still in force:

- No peresonal jcorporate or withholding tax.

- No restriction on repatriation of capital ,profits,royalties
or wages.

- Freedom of movement of foreign exchange

Having then in mind that Bahrain has:

- been made the Midle East’'s foremost financial centre with
18 commercial banks,S1 offshore banking units,21 investment
banks,2? specialised bank and 47 reprecentative offices.

- a well advanced and sophisticated insurance sector wih
12 branches of foreign ineurance copmaniec,42 exempt in-
surance companiece traiding offshore and ? bahraini com-
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panies.

‘ — freely convertible currency formally linked to the SDR
with the USH as intervention currency.

- one of the best telecommunication systems in the world.

- well developed infrastructure,mature 1legal csystem,full
protection and registration for trade marks,patents and
intellectual property rights.

- an internationally recognised arbitration centre;and

- suitability of time zones,Bahrain been placed on the
crossroad between East and West.

it must be recogniced that taking into concideration &l11 the
incentives listed in thie chapter, the recommended practical

pre—znd post-investment support extended by the Minisiry of

DPovelopment and Industry, Bahrain well developed infrastruc-

ture in general snd the highly cophicticated crime—free

eoCial and living enviroment,the country should be the most

attractive cticices for pctential investors.
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ANNEX I
STATE OF BAHRAIN
MINISTRY OF DEVELOPMENT AND INDUSTRY
LAWS GOVERNING INDUSTRY IN BAHRAIN
CHAPTER ONE - Industial Licences
Article 1
For the purpose of enforcing this Act, an industrial

establishment 1is defined as every establishment having the
principal obiecte of converting raw materizles into fully
manutactured or semi-manutactured producte or turning the
latter producte into fully manufactured producte.This chall
alep include the blending,assembling,packing or packaging of
producte through the use of mechanical power.

fArticle 2

It <hall not be permitted to set up or mansoe &n induastricl
establizhment to which the provisione of thie Act apply or to
enlarqe it,toc move it or alter i1te principel objecte except
after ohtaining & licence from the tirniztry of Development and
Irdustry in which he shall specify th=z terme and cornditions
under which the licence is qranted.

firticle 2

fAe from the effective date of this fct,the licences refered to
in the preceding Article chall not be aranted excest to
bkahre. ni percons and companies incorporated in accordance with
the provicions of the Commercial Companiec Act.

frticle 4

A aprlication for a licence <ehall be filed with the
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Directorate of Industry at the Ministry of Develcpment and
Industry on the form to be prescribed by order of the Minister
of Development and Industry accompanied by such necessary
drtawinas and documents evidencing the validitv of the details
reocunired under the terms of the resoclutions to be issued +or
the implementation of this Act. 1If the applicant 1s an already
establicshed company such company shall provide evidence of its
incorporation 1in a&accordance with the provisions of the
Commercial Companies Law.

Article &

The Ministry of Development and Industry shaii,upon the
recommendation from the Directorate of Industry,make a
decision on the application for the licence referred to in
Areticle 2 within 68 days from the date of filing the
application and completing &ll documents and studies relating
thereto.

Subject to the conditions to be made by any other aovernment
authority with the intention of preserving security,public
health and enviroment,the Minister of Development and Industry
shall.by ministerial resclutions determine the conditions
applicable to each type of such establishment.

firticle 7

The Directorzte of Industry may introduce technical
modifications 1t deems fit to the drawings and specifications
before icssuing the licence.The applicant shall be bound to
effect such modificatione at its own expenses on the specified
date.lf one vear elapses from the cspecified date without
effecting the said modifications,the aplicant shall be deemed
to heve relinguiched his application.

Article 8

——— i e . e

A 1licence issued for an establishment shall specify a period
of time for commencing execution of the works,which period
ehall rot be more than one year and may be extended by =&
resclution from the Minister of Development and Industry for




such periecd &as he deems fit at the reguest of the applicant
concerned should the latter qive acceptatle rerasone for the
del ay.

Article ?

For iesuwing a licence followina shall tGe taken inte
consideration:

a) The country’'s economic needs and the posceibility of leocal
consumption and export. -

b) Reguirements of the country’'s development proaramme.

c) The objects of the establishment shall not be contrary te
public order or public interest.

d) The capacity of the local market as regard the setting up
of an establishment similar to existing ectablishments.

frticle 1@

Ho modificatiocine shall be made to & licerced ecstablishment
without the consent of the Ministry of Development and
industry. An example of csuch modifications c=hall include
everything &ffecting the establishment’'s tacilities whether
inside or outeide the establicshment,or the method of operating
ite machinery,or the kind of krnow-how used therein,methods of
manuf ecture.adoition of a new actavity or idincressino the
mechanical power used.

frticle 114

In case of csale,lease of ascsiagnment of &l or part of the
ectablishment and in the case of fullv o partially ceazing to
cperate.the pereon concerned shall be bound to aive notice
therecof to the Ministry of Development and Industry ctating
the reason forf the situation. Failure to comply with such
procedures shall result in depriving the esteblicshment of all
or c=ome o+ the privileges granted by the 5State to such
inducstrial establishment.

Friicle 12
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The Minister of Development and Industry may ,upon a
recommendation from the Undercsecrstary of the Ministry of
Development and Industry,terminate any industrial licence or
close the establishment by an administrative oredr at the
cccurance of the following evente:

1. Setting up, expanding, relocatina, or altering the
principal obiecives of an individual establishment without
a licence.

2. Cecssation of the establishment ‘s operatione for cne vyear
without justifiable reasons.

3. Notifying the Directorate of Industry by reagsitered letter
of the desire of the establishment’'s proprietor to cease
the operations of the establishment.

4, Demclition of the establishment premises.even if they are
rebuilt.

5. Modification of the establishment without obtaining the
consent of the Ministry of Development and Industry.

6. Contravening the condition of the licence.

7. Failure to start construction within the period specified
in the licence.

Cancellation of the licence pursuant to the events referred to
in thie Article shall not prevent the person concerned from
seeking the issuance of a new licence should the conditions
therecof be fullfilled.

Article 13

An applicant for a licence or a licencee shall have the riaht
to appeal against the decision rejecting the application for
& licence. cancellation thereof or closure of the
estzblishment before the High Civil Court within sixty days
from the date of notifying it/him of such decision.

Article 14

et o s - e G o i

The provieions of this Chapter shall apply to the industrial
establicshments which are cpecified by the Minister of
Development and Industry’'s resclutions.




Ariicle 1S

Industrial establishments already in existence on the
effective cate of this Act chall ,within I monthe <+“rom its
coming intc etfect.apply to the Ministry of Development and
Industry for the reaistration thereef in accordance with the

reguired terms and conditions.

CHAPTER TWO - Industrial Registry

A Reaicstry shall be established at the Ministry of Development
&nid Industry for the registration of various types of
industrial establishments which are subject to the provision
of this act.

Article 17

Froprietore of establishments which are subject to the
provicsions of this Act <chall apply to the Ministry of
bevelopment and Industry for registration in the Industrial
Reaistry within two monthe from the date of commencing actual
croduction,and csuch registration <chall be renewed within
thirtv davs a&after the elapse of one vear from the date of
regsistration or the lact renewal thereof.

The Exnecutive Regqulations shall determine the particulare to
be recorded in the aforesesid Registry and the reouirements of
applications for registration and renewsl and wmanner of
filling them.

Article 19

The Ministry of Development and Industry shall)l deliver to the
ectabliehment & certificate of registration vith the
inguctrial FReogistry, renewsal of rveoietration or altorino

particulars thereof within 33 days from filing an application
and completing the particulares.

firticle 19
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FPropriatore of industrial ectablichments and officeres
responsible for the management thereof chall notify the
Ministry of Development and Industry in writing of any
alteration to the particulars registered in the lndustrial
Registry within 9@ days from the date o©of such zlteration
subject to the terms and the conditions to be determined by
the Executive Requlations.

Article 20

In the event of contravening the provicions of Article 17 and
12.the Minicster of Development &and Industry mav.upon a
recommendation from the Directorate of Industry.close the
establishment by an administrative order.

Article 21

A establishment shall be struck of the Rgistry in any of the
following events:

&. Upon &an application from a concerned party owing from the
liquidation thereof.

t. 1f it finally ceacses production.

c. Issuance of a judicial decree for the removal thereof.

firticle 22

# concerned party may appeal to the Minister of Development
and Industry against the decicesions taken in pursuance of the
provisions in thie Chapter within 60 days from his
notification of the decision appealed against.

Article 23

A conmittee shall be formed by resclution from the Minister of
Development and Industry the membership ouf which may include
representatives from relevant minietries and other
governmental departments. The said committee shall be
responsible for deciding on the appeals referred to it by the
Minister of Development and Industry puwrsuant to the preceding
Article.The committee shall decide on the appeal within 60




days from the date of reference thiereof ant its decicion shall
be supported by reasons.  Unce centirmed by the Minister of

Development and Inducstry,the commettee s decision shall be .
final .and the appelant shall be notified in writince on the
commettee’'s confirmed decisien. The Executive Regul ations
zhall determine the committee’'s terme of reference and the .

procecures to be tcllowed for handlina the appeals.

frticle 24

& person whose appeal has been diemicsed may re-appeal against
the resclution dismissing his appeal before the High Ciwval
Court within &0 days from the date of receiving notice of the
csaid resclution.

fprticle 25

The Ministry of Develcpment and Industry shall publicsh a
etatietical bulletin for the reqgistered industrial
estatlicshimente. The bulletin chall contalrn particulars
determined by Executive Regulations.

Article Z&6

The Minietry of Develovpment and Industrv shall recister the
industrial establishments the proprietors of which have failed
Yo oepwiy for repictration thereof with the lndustrixl Registry
and eheall update and alter the particulare contained in the

cesd Regictry.

farticle 27

Save for the particulares contained in the et nticstical btulletin
crovided for in Article Z6:

«. The officers in charae of enforcing the provicsionse of this
fct shall maintain the confidentiality of the particulare
contained in the Inductrial Reaietry.

t;, Third parties may obtain recictration certificate of the
particulars contained 1n tne -Industrial KRecistry pursuant
tu & recsolution from the Minister of Development arnd Industry
to that effect.
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C. CHAPTER THREE - General and Final Provisions

fArticle 28

The quthorised officers at the Ministry ol Development and
Ingustry who are designaled by & reselution from the Minicter
of Development and Industry cehall have the right to inspect
the ectablishments which are subject to the provicione of this
fict and have access to their recordse &and documents to
acscertain their fitness to operate in accordance with the
licence aqranted thereto and the accuracy of the particulares
recorded in the Industrial Registry.

fAriicle 29

Without prejudice to any severe penality specified under any
cther law,any person who contravenes the provision of Artclecs
Z.11,15,17 and 19 of this Act ehall be punicstied with & £ -+ of
not less than BD 108 and nc more than ED S0G. In the eve..c of
the cecond contravention,the Court ehall order the closure of
the establishment for & period not exceeding three months.For
the thrig contravention the Court ehall order the
establishirent to be closed finally.

Ariiclie 20

Without prejudice to any severe penality specified under any
other law,any person who provides or gives false information
with the intent to obtain an industrial licence or
regictration with the Industrial Registry shall be punicshed
with imporisornment for & period not exceeding one month and
with & fine not lese than BD 100 or with any of them.

Article 21

Without prejuduce to any severe penality specified under any

cther law,cvery civil servant who is in charge of enforcinag
the provicion of this Act and who contravenes Article 27 (&)
thereot ehall be subject to  disciplinary penalities
prescrio: under the civil =service regulations.
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Article 32

The Minister of Developrnent and Industry shall issue Executive
FRequlatione and resclutions reguired for the implementation of
the provisions of this Act.

Article =3

The Miniceterc,each in his recspeetive capacity,shaxll implement
the provisions of this Act which shall come into farce after
six monthe from the date of its publication in the Official
Gazette.

Signed : Hamad bin isa Al Khalifa
Deputy Amir of the State of Bahrain

Iesued at Rifaa Palace
on Z2 Rajab,1404 Hijra

correcsponding to 23 April, 1984
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URITED NATIONS INDUSTRIAL DEVELOPHEXT ORGANIZATION

Post title:

Duration:
Date required:
Duty station:

Purpose of
project:

Duties:

BAHRAIN
JOB DESCRIPTION
Sl/Ban/90/%2 /11-52/312103
Consul tant/economist, specialist for evaluation of industrial
projects, specialist in the Middle Eastern Region
1.0 months
overlapping with 11-51

Manama

To provide high policy advice to the Ministry of Developsent
ard Industry, the Directorate of Registration and Protection
to choose the best way to handle evaluation and licensing of
new industries, registration and inspection of &sl1 industrial

units, and protection of and support to Bahraini industries.

The expert will, in close co-operstion with the Directorste
of Registration and Protection, Hinistry of Development and
Industry, and the consultant specialized in industrial
regulation in the Middle Eastern Region, prepare an
snalytical report on methodologies for project evaluation
relevant to Bahrain and the framework of GCC co-

operation. .

In particular, the expert is expected to perform the follo-

wing activities:

1) Discuss with Ministry of Development and Industry the
general strategy for industrisl development in Bahrain;

2) Together with teasm leader discuss with GCC representative
(or liaise with GCC Riyadh on) the framewurk of regional
development including measures and criteria for balanced
grovth of industrv in Bahrain within the frame of GCC
co-operation;

3) Elaborate appropriate project evaluation criteria and
ad just project selection criteria to conform vith out-
lines given under 142 above:

4) Discuss with consultant on industrisl regulation alter-
natives of how to reflect identified criteria in the
law. rules and regulations governing industrisl licensing.
registration and protection/support:

5) Prepare a report on findings and recommendation of
possible alternative solutjons for further use of
consultant 11-5].



Language:

Qualifications:

Background
information:

S2RVLTRMSE 4 Vo
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English, Arabic an asset.

Industrial economist with experience in evaluation of
industrial projects and selection methodologies.

. The Government of the State of Bahrain is keen to diversify

its manufacturing base to lessen its dependence om o0il and
natural gas. The overall objective of the ministry of
Development and Industry is to diversify the industrial
productive base. One issue in context with the creation of a
conducive industrial environment is the area industrial -
licensing and regulation handled by MODI, the Directorate

of Registration and Protection.

The subject project is to look into current practices, laws,
rules and regulations currently in operatiom in Bshrain
guiding local snd foreign investors to locate their units in
the country, and is to elaborate alternmate ways of
regulating industrial location and operation. The right
balance between a state of ®“laissez faire" and heavy
regulation has to be found to ensure balanced growth in
Bahrain on the one side, and adherence to industrial law on
the other side.




