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CHAPTER i

GESERAL PRESZENTATION AND POPULATION
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Situation ané aite. The State of 3Zanrain comprises zan archigelagd

of aporoximately 35 small low-lying islands located off the coast cf
the Aratian Peninsula atout midway 2long the Guif. Tke totzl area of
the state is 622 scuare kilometers, o® which 3ahrain Island is 563 ki-
lometers. Nanama, the capital, is situated at the northeasst coast of
Bahrain Island, and is connected by causewzys to Muharrag and Sitra
Isiands. Muharraq Island, in turn, is linked by causeway to the new
Arab Shipbuilding and Repair Yard. Other islands include Nabih Salik,
Jidda, Um an Yasan, and the Hawar group, to the southeast near Gatar
(Pigure 1). Yy

2. Population Growth 2

YModern zrowth. DBehrain was redeveloped as an important trading

and pearl~fishing center following its liberation by Al-Khalifa in
1783 (Issawi, 1966). I*s popw.aticn was estimated at 70,CCO in 1363
(Palgrave, 1865), and more than 1CC,C0C in 1914 (Lerimer, 1508-1915;
Great Britain, Admiralty %War Staff, 1515). The 1914 estimate may Te
high. Nevertheless, extensive population rowth probably took place
prior to World War I 25 2 consequence of Bakrain's economic develop—
mert and improved living conditions. Since 1241, rapid ecoromic anc
metropolitan change has been accompaniad by high rztes of natural in-

crease and the immigration of large numbers of workers and their fami-

lies, As a result, the %otal populziion increased 2,3 times between

1941 and 1973,

1/ State of Bahiain, Ministry of State for Cadbinet Aflairs, NDirectorzte
of Statistics: 'The Population of Bahrain, Treads and Prospects', p. 1

2/ ivid., p. 6 ff.
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Table 1 describes the change in numter and percentage of Zahrainis
and foreigners in Bahrein frem Janvary 1241 to January 1373. The Topu-
lation enumerzted in the census increased from 33,97C ir January 1941
to 109,650 in March 1350, and to 143,135 in May 1253. The estimated

. total population (adjusted for 'underenumeraiicn' of females ang persons
less than 10 years of age) was 189,400 in Pebruary 1965 and 224,100 in
v April 1971.

Growth rates experienced since the last census are the highest
in Bahrain's recorded history. Mearn annuel rates of population growtih
increased from 5.1 per cent for the period 1371-1576 to 3.7 per cent
in 1976-1977 and to 10.5 per cent during the last nine months of 1377.
The total population was estimated at 281,6C0 in April 1576, 3C3,3CC
in April 13977 and 341,40C in Jznuary 1973. The state's population will
double prior to January 1985, if it continues to increase zt the current
rate.

Growth of the Behraini and foreism pooulations. Figure 2 and Tatle |

show the contribution of Rakrainis and foreign residents to recent pcpu-
lation growth. The unprecedented current increase in Bahrain's pepuiation
is now enhanced ty greater numbers of foreign residents, coming from other
Arab countries, Asia and Eurove. The number cf foreigrers increased by

223 per cent from April 1571 to December 1377, while 3ahraini nationals
living in Bahrain increased their number by only 17 per cent. DJuring
this period the number of foreigners residing in Bahrain increased 13
times more rapidly than that of Bahraini residents, and foreigners ac-
counted for approximately three fourths of the state’'s total population
growth, The foreign population now constitutes more than one third of

the total population.

Components of Change. Population growth is a consequence of natural

increase (births minus deaths) and net migration (immigrants minus emi-
grants), Although there are no estimates of these components of change
for the time before 1365, the intercensal growth rates suggest high rate-

of matural increase among the Bahraini population, PFertility was probably
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Table 1

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

Jan. Mar. . May Feb.a I\pr.a Mpr. Apr. Jan.
1941 1950 1959 1965 1971 1976 1977 1978
POPULATION
Total 89,970 107,650 143,135 189,377 224,130 281,560 308,870 341,380
Bahraini 74,040 91,179 118,734 149,929 185,397 213,180 215,180 216,230
Non-Bahraini 15,930 18,47 24,401 39,448 38,733 68,390 93,690 125,160
PERCENT
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Bahraini 82.3 83.2 83.0 79.2 82.7 75.7 69.7 63.3
Non-Rahraini 17.7 16.8 17.0 20.8 17.3 24.3 30.3 36.7
PERCENT CHANGE Jan 1941- Mar 1950- May 19595 Feb 1965- Apr 1971~ Apr 1976- Apr 1977-
Mar 1950 May 1959 Ffeb 1965 Apr 1971 Apr 1976 _Apr 1977 Jan 1978
Total 21.9 30.5 32.3 18.4 25.6 9.7 10.5
Bahraini 23.1 30.2 26.3 23.7 15.0 0.9 0.5
Non-Bahraint 16.0 2. 61.7 - 1.8 76.6 37.0 33.6

aAdjgsted for underenumeration: See Appendix B, Section 1.

Dparcent change may be ovevestimated, since unadjusted data (1959) {s compared with adjusted data (1965).

Sources: 1941-1065: Government of Bahrain, Finance Department, Statistical Bureau. The Fourth
Population Census_of Bahrain. August 1969. Table 1. See Appendix 8, Section 1 for
adjustment of the 1965 population.

1971: State of Bahrain, Ministry of Finance and National Economy, Statistical Bureau.
Statis.ics of theﬁppyyjy}jon Census 1971. Table 5. See Appendix B, Section 1 for adjustment.

1976-1978:  Appendix B, Section 3.

e



The perulation of 3ekrair zmounted o 18C,0CC inmalitanis in
136C ang 215,CCC in 2370, izTerirar T 3T esTimaticns thl1s mwmoer
increased a2t an amnual r%te 6f 1.2 per cent {rom 213,CCC o 25C,CCC
between 1370 and 1375. L This rate i3 reilat:vely dut rct excepiio-—

»

nally hizh and can Dde compared tc that of 2 couniry liks Syri.=.

(&1

Estirations of tke Pcouisticr Tetween 194C and 1372 -
aid of the year nunter c¢f popuiation in
tbousanés cf :nhatitants
1360 156
137C 215
1971 276
1372 zzC
1972 23
1374 z8
1278 25¢€
1374 2€0
™o sotal mumter cf the populaticn 2aé the ral of arowth re-

rresents an impertant indicator of availadle ané reguirel .3alewr

in a country. Accoriing to the 1871 census the cavegery cf tha zO-

pulation in the working age 2f 15 to 52 represerted 2ccul £3,.5 per

cent of Berrainis, compered with 23.5 per sent for tre non-3enra:ini
/

residents in Bahrain. 2

1/ VASEP, Abd-ilfstah: nEatimation of Population in the arad Statea,
Kuwait, June 1273, Arab Planning Institute, in Aratic.

2/ "A 3tudy on the Zconomic Situation in Barrzin”, a report to the
Seminar on Industrial Corporation amorg Arac Paninsular States,
Riakd {Saudi iratia,, 23-31 ¥arch 1376, p. 2, 1in Aratic.
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high, andé mortality mey have declined throughout the Z5-yezr pericd.
Since the foreign population grew at a faster rzte each intewcenszl
period, immigration was probabiy important through the 1353-1765 pe-

riod.

* Beginning with the censuses of 1265 and 1371, reascrnable asti-
mates of these components can be made (see ippendix 3, Secticn 2).
Humbers of births, deaths, and net mighrants are shown in Table 2.
In Table 3 each component is related to the mid-period populsation
in each interval. Since rates of growth are ca.culated on the tasis
of annual numbers of events, rates are not cziculzted for the ipril-

1977-to~January-1973 vericd in Table 3.

Matural increase zccourted for 2ll tke growth during 1%65-1371,
since emigration characterized the perioé. 3y 1377, rates of natural
increase had declined, and net migration rates hag increased. Emi-
gration of students and young workers as well as declining rates of
natural increase combine to slow down the srowth of the dahrzini 2o-
pulation. In the 2bserce of emigration though, the estimated rate of
natural increase implies z high growth potential and a doublirg of
the populaticn in about 25 rears. HWhile non-Bahrainis experienced
net emigration during 1965-1971, resulting in a ioss of population,
they have grown very rapidly by immigration sSince 1271. At least
35 per cent of the growth of the foreign popula%xon since the 1371-
1576 period is due to met immigration. If current rates of growth cen-
tinue, it would take merely two years for the non—3ahraini population
to double in Size. As a result of these trends, most of the growth
of the total population of Behrain in recent years is is expiained by

additions to the non-Bahrzini population through immigration.

- Natural increase. By the time of independence in 1371, improve-

. ments in education and health over the years had facilitated a trans-—
ition from high to lower vital rates. Declining mortality may have
characterized much of the twentieth century, although improvements
most likely followed the state investments in education and health

after the development of oil resources in the 1930s.




Table 2

Estimates of the Components of
Population Change:

1965 to 1978

-OI—

Population Components of Changea
At the Begin- Natural Increase Percent of Net
ning of the Net Net Change due to
Nationality Period Change Births Deaths Migration Net Migration
February 1965 - April 1971
Total 189,377 34,753 52,255 12,451 -4,793 -
Bahraini 149,929 35,468 45,585 10,458 0 0
Non-Bahraini 39,448 -715 6,670 1,993 -4,793 -
April 1971 - April 1976
Total 224,130 57,430 43,570 9,650 23,520 4
Bahraini 185,400 27,780 37,520 8,160 -1,580 -
Non-Bahraini 38,730 29,650 6,050 1,490 25,090 85
April 1976 - April 1977
Total 281,560 27,310 9,080 2,340 20,570 75
Bahraini 213,180 2,000 7,620 1,750 -3,870 -
Non-Bahraini 68,390 25,310 1,460 590 24,440 97
April 1977 - January 1978
Total 308,870 32,510 6,750 1,920 27,680 85
Bahraini 215,180 1,050 5,700 1,320 -3,330 -
Non-Bahraini 93,690 31,460 1,050 600 31,010 99

aComponents of change do not completely account for net change between 1965 and 1971

since they are estimated independently.

Sources:

1965-1971:

See Appendix B, Section 2.

Adjusted census data from Appendix B, Section 1; components of

change from Appendix B, Section 2. 1971-1978: Appendix B, Section 3.




Estimated Annual Rates of Population Change,
Natural Increase, and Net Migration:

Table

3

1965-1977

(Rate? per 1000 mid-period population)

1965-1971 1971-1976 1976-1977
‘Non- Hon- Non-

Component Total Bahraini Bahrain{ Total Bahraini _Bahraint Tctal Bahraini  Bahraini
Rate of Population
Change 27 34 -3 45 28 m 92 9 N2
Crude Rate of
Hatural Increase )| 34 19 26 29 15 23 27 n

Crude Birth Rate ) 44 28 3 38 23 3 36 18

Crude Death Rate 10 10 8 8 8 7 8 8 7
Net Migration Rate -4 0 -20 19 -2 94 70 -18 302

% ach rate rounded independently.

]

(2
(&)




The crude death rate was already gquite low by the 1955-1371 pericd.

The high concentrzticn of foreign population in the workiag age, where
death rates are low, accounts for their slightly lower death rzte.
Ahile deaikh rates reve declined, averzge anruai deaths have increased
with population growtk from about 20CC a year in the late 1360s to 23CO
in 1976-1277.

Fertility has declined only recently. In the late 136Cs the crude
birtk rate wes estimated to be 41; by 13 51377 *hke birtk rate has fzl-
len to 31. The more dramatic deciine among non-Bahrainis reflects the
dominance of males in recent migrztion strezms to the country. Altkecush
rates were declining, the annual! numoer of births increased throushout
tke period from about 34CC in the iate 13€0s to 31CC in 1376-1277. The
Zrowing femaie population of childtearing zge more than counterdalanced

tke effect of declining birth rates.

The numter of people zdded to the popuiation by way of naturzl in-
crease has remzined remarkabliy stable since 1371. Adnut 6ICC were zddeé
annrually during 1365-1371, and about 63CO during 1376-1277. Changes in
the age structure zlore would have contrituted to nigner levels of natural
increase thar actually occurred, if vital rates rad teen constant. 3etuween
1371 and 1977, women in the childbearing age increased in numncers, and 2
iarger rropertion of the pooulatinn was in age groups charactarized oy
lower mertality. 3ince vital ratea, and especialiy birth rates, decliined,

expected growth of natural increase di? not occur.

Yet mieration. Economic development in recent years has atiracteé

larger numoers of foreigners to Bahrain. This accelerating mcvement to
Bahrain accounts for tke rapid populztion growth in the country since 1271.
More net immigrants were added to the population between April 1377 and
January 1273 than 1in either the preceding year {1376-1377, or the five
years following the last census 31571-1376;. Migration rates for the non-
Bahraini's shifted dramatically from -2 per cert during 13565-1371 to 10
per cent in 1375-1977.




The Bahraini ropulation is experiencing the opposite irerd, that
of accelerating emigraticn. Approximately 16CC 3ahrainis ieft the
country during the five years between 1571 and 1376. Yore tharn twice
that number emigrated during the nine months between ipril 1-77 and
January 1973. The emigration of Bahrainis is not an indicater of
economic stagnation, but rather of increased deveiopment and moder-
nization. a concomitant demand for higher educaiion among the indige-
nous populatior, and the ability to pursue employment opportunities
in other Gulf states.

3ahrain's nigh rate of posulaiion growth illustrates the maxim
that humans increase their numcers when circumstances are favouratie.
These favourable circumstances reflect Bakrain's utilization cf oil
resourcas to obtain economic development ard diversification irn & re-
gion of economic growtk. Trey also represent govermmernt efforts o
interrelate eccrncmic and soci2l 2ctivities in 2 modern metropolitan
context. The result, for the 3ehraim national populaticn, has Oeen
a mortality decline, declining but still righ fertility, a righ rate
of natural increase, and a high rate ol Temporary emigration c¢f 3dah-
rainis seeking advanced education a3 well as emplcyment in more wealithy
Gulf states. On the cther tard, the pull of economic opportunities in
Bahrain is attracting large numters of foreign workers and their de-
pendents. In the following a more detailed description of the changes in natu-

l/ .

ral increase arnd net migration is provided.

1/ State of Bahrain, Ministry of State for Cabinet Affairs, Directorate
of Statistics: 'The Population of Bahrainm, Trends and Prospects', p. 13

—




FPoreigm Population

Bahrain's foreignm popuiation increased irom an enumeratad 16,3CC
persons in Jaruary 1311 to an estizmated 38,7CC irn Ap-il 1371, &3,4CC
in ipril 1976 ané 23,7C0 ir 4&pril 1377. 3y January 1373, a3 meny as
125,2CC foreig: nationals may have teen resigents of 3ahrain. Joreisn
nationzls are estimated to have made uo 17 to 21 per cent of Janrain's

populatisn from January 1541 to April 1971, and to have increased to !

24 per ceat of the population in April 1976, 130 per cent in April
1577, and 37 per ceat by January 1973.

Tre natioral origins of Bahrzin's foreign populatiorn ravs
changed since 1941. Prior tc World War II, Indiars arnd Iranians
predominated among +he foreign population. Post Werlg War il im-
migration t» Hahrain first resulted in increases in Zoreign natio-
nals from the Guif and the Arabian Peminsula countries, then Irom
Central and East isia, and f£inzlly from Europe. I» terws of nunders,
the lavgest foreign sopulations in 1377 were from Ingie (25,3CC, !
Pakistar (25,5CC;, Turope {16,2CC;, Cmar (6,6CCj, and other isian

countries | €,30C;.

The number of iraniar nationals in 3aznhrain's pepuiation fiuve-
tuated from a reported high & of 7,5CC persons in 1241 3c a secené
peak of 7,20C 1n 13€5. This populalicn apparently declined to an
estinated 3,0CC :n 1375, Iranian naticrals comprised 2 per cent
of Bahrain's popuiaticrn in 1541, tut only cne yer cent of the 3o-
putation in 1377. Poreign Arat nationals, inc_uding Gulf Arsts,
increased in number during the early 126Cs, decreased siignhtly du-
ring the late 13€Cs, and increased scmewkat thereafter, The percentaze
of foreign Arab and Guif Arad natiorals seaked in 1365 arnd then de-
creased. Decreases in numbers and percer. ges of Cmari nationals
since 1371 may represent restrictions on the emigzration of dependents

of male workers from Oman.

From 1541 to 1977 Indian and Pakistani naticnals in Bahrain in-
creased from 1,4C0 persons to an estimated S1,3CO persons. sltnouzt
these foreign nationals accounted for less than 2 per cent of the
country's population in 1941, their share of the total populetion
increased to‘17 per ceu® in 1977. Since 1971, and eapecially between
1976 and 1977. other Asians have increased very rapidly. The number
of European natxonalo has tripled since 1971, and the population from
the United Staxol has increased four times. The increasing diversity

of foreign nat1cnals residing in Bahrain primarily reflecta differences
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in natiomality-specific migralion rates.

Vet Mizration, 1571-1377

Total net migration. Table 7 indicales estimated net mizrants ang

estimated net migration rates fer the total Bahraini znd foreign popu-
lations as well as for specific nationalities, from ipril 1371

1977. Bstimetes of net migration and net migratiosn rates were generaied
as by-products of Table §; the same limitations apply tc the data in
Table 7 and in Table 6. Estimates for the total Bahraini and non-3zhraini
populations are ascumed to be more accuraie than these for specific nen-

3ahraini naticnalit:ies.

From 1971 to 376, 3ahrzin's annual net migration rate was estimated
at 2.1 per cent. Comparable estimates Jor 3ahrainis and foreigsmers were
- 0.2 per cent and 11.C per cent, respectively. PFrom 1376 to 1377 the

-
-
7.3 per

O

estimdted net migration rate was ent, and estimates {or Zanrszin:

and foreign nationals were ~1.3 per ceat and 35.7 per cent, respectively.
&= > - ? M
Despite increasing net emigrztion among Zanrainis, the percentzgze of tota:
Zrowth 2ccounted for by net migraticn increased from 40 for the period of

1971 %0 1575, to 75 feor 1374 to 1377, and to 385 for 1377 to 1373,

Yatignalitv-sovecific net migration. The increasing net migration

rate to 3ahrain is contrituting %o modest populaiticn increments cf foreigm
Arab nationas (Table 7;. The annual net migrztion rate for foreign irzos,
estimated at -C.3 per cent from 1371 to 1376, resulied from 2 net emigrasicn
rate of -3.1 per cent for Guif irab nat:cnals, 2 -3.1 per cent annual ne*
emigration of Cmanis, ard a -15.8 per cent net emigration of Gataris. From
1976 to 1977, however, the a2nnual net migration rate for foreign Arabs in-
creased to 7.2 per cent and for Gulf Arabs to 16.2 per cent. These changes
were due primarily to the reported immigration of (ataris, which appeareéd

to te a short-term phenomenon rather than a long-term trend.

Estimated annual net migration rates for non-irzb nationals increased
from 24.2 per cent annually from 1971 %o 1976, to 46.5 per cent from 1976
to 1377. The level of net emigration increased for Iranians, althougn this

may be the result of citizenship granted to some Iranian rationals., Extre-




Table

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

Mean
Annual Net Net
Net Migrants Migration Net Migrants  Migration
Apr. 1971-  Rate a Apr. 1976- Rate
Nationality Apr. 1976 1971-1976 Apr. 1977 1976-1977
Tota! 23,515 2.1 20,566 7.3
Bahrain -1,575 - 0.2 -3,872 - 1.8
Non-Bahrain 25 090 13.0 24,438 35.7
Arab - 693 - 0.8 1,343 7.2
Gulf -4,849 - 8.1 1,388 16.2
Qatar - 118 -15.8 1,096 2,236.7
Oman -5,000 - 9. - 785 -10.7
UAE 4 0.1 1,118 126.5
Kuwait 265 126.2 - 4 -13.1
Saudi Arabia - 589 - 8.6 102 10.9
Other 4,745 23.6 - 147 1.6
Non-Arab 25,783 24.2 23,095 46.5
************ Iran -1,£38 - 5.9 -1,:08 -30.5
O R India 9,928 29.2 8,120 46.3
Pakistan 12,675 46.1 6,399 34.0
Other Asia 1,965 212.6 4,140 190.7
******** O:her Africa - 2 - 0.4 €0 115.4
Europe 875 5.3 5,635 124.3
USA 1,180 84.9 - 358 -24.0
2 407 53.6

Other 700 264,

—— —

ANet migrants 1971-1976 divided by 1971 population, divided again by 5, multipiied by 100.
PNet migrants 1976-1977 divided by 1976 population, multiplied by 100.



mely nigh net migraticn rates were ssselved for Indians and Pakistanis

: o - an s B ind - - - - .
in both periads. From 1378 to 1377 these rszies for Indian

were from Pzkis—za=

{4,70C;. The largest numbter cf net :

il
’.l
qg
34
171}
o]
3]
o
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Ingia (3,1C0;, Pakistan §,40C;,; Zurope (5,5C0} ang ciher isizn couniriss
ol

{4,10C;. 3enrain's current i ulzticn, rike that of cther smail

oil-prcéducing nations in the Middie East, is extremely larze 1m relalicn

to its total gopulaticn. This foreign populztion is ipcreasing in di-

versity. Iis presence in Zihrain can best te accouniad for in serms of
I

socizl and econcmic changes nccurring since

orportunities and ropul

Ravenstein, 1335j. They mcve from less %0 mere techrologically develcted
arez3 over estatlished migratio L

stein, 1333 and may te inhibited from migrating ty distance, as well 25
ty economic, sccial, and legel btarriers | Lee, 19£6; Zipf, 1945,. These

actors appear descripiive of migraticn tco 3Zakrain since Indepencence

Factors favoring migration to Bahrain have been ennaences by recent
econcmic development. Furtrer, levels of technolegy in Zzhrain are ri-
sing rapidly. 2ahrain’s inéigenous lzbour forcs, which has limited edu-
caticn, and wnich includes few femeies 2nd relatively few professioral,
technical, and kindred workers, cannot yet meet the demands for th
of skills generatad by economic and technological development. Skilled
foreign workers are brought to Bahrzin to introduce new tecknclories,

while less okilled workers are imported to censtruct and operate new

facilities and to meet short-term labour demands in both the public an
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private sectors. 3ehrzin's smzll size and its sntrepdt role in re-
l2%ion to its larger zné more grosperous nelighibours has led to wide

annua: fluctuations in migralion.

The numbers of cumulztive net nigzrants descrited in Table 3 ang
Figure 5 for calendzr years 13971 through 1577 reflect the following
venchmarks: (1} Bzhrain's Independence in 1971, (2) OAPEC 2ang 3anrain

oil-export-price increases in 1973, 1) land fill and irat Sripouwilding

and Repair Yard construction projects beginning i 19?6, {4; continued
housing construction, and {3) offshore banking arnd additionzl construc-

tion in 1976 and 1977.

The cumulative net mu.gration to Bairain illusirated ir. Tatle 3
ard Figure 5 captures more migrziion-reizled events
one for eacnh year) than the previous descrisiiorn of net migrzticn (Ses2d
on twec ovservaticns, for 1371 to 1376 and or 137 to 1377)
is descrived in crder to compensats for

L3
grztion

rather than annua: net mig
annual fluctuations and to illustrate aigrzticn impacis since Indeperdence.
Annuzl net migration for any year in the series may bte determined by su~™~—
tracting the cumuletive net migratiscn for the previocus yezrs Ireom thald

for the year in guesticn.

From 1371 through 1577 there was a2 net eaigrztion of ap;rcximately
3,30C 3ahrainis, Of these, severzl thcusarnds were enrolled in foreizr
colleget 2nd universities, and most of trhe remainder naé apparsnily tzken
positions in other Gulf s:iates. Aporoximately 75,30C foreigners migrated

Hfore than one hzl?

to Bahkrain during tihis seven-ysar period.
net aigrants were added in the calendar year 1577. lMigrant
rational origins a2re characterized by different appear
to have responded differently to economic determinants of migration during
the 1970s,
When Indeperdence was ottained, Zarrain was exgeriercirg net emi-

gration. Zahrain lost 3,10C persons in 1971, azd 1,300 in 1372. CAPEC-
and Bahrain-oil-price increases occurred' in 1571, when there were 12,7C0

net migrants., Of these, one third were 3ahrazini, and two ihirds were fo-




Table 8

Cumulative Net Migration by Nationality: 197]-1977a
Nationality 1971 1972. 1973 1974 1975 1976 1977
Total -3,116 -4 ,955 7,717 9,627 18,958 34,077 70,903
Bahrain 39 -3,645 570 628 - 644 -4,327 -8,768
Non-Bahrain -3,155 -1,310 7,147 8,999 19,602 38,404 79,751
Arab -1,052 - 518 1,076 - 936 - 907 -1,110 4,871
Gulf - 915 -2,510 -2,310 -4,058 -5,026 -5,242 954
Qatar 140 - 5351 - 932 - 477 - 247 404 2,034
Omazn -1,134 -2.,2N -1,810 -3,687 -5,016 -6,029 -6,007
VAE - 1 163 429 - 124 - 38 115 4,122
Kivait 90 149 3 230 275 327 5
Saudi Arabia - 37 526 230 - 412 - 86 - 22 -2,199
Other 180 1,466 3,156 3,534 5,003 4,154 6,116
Non-Arab -2,103 - 792 6,071 9,935 20,509 39,514 74,240
Iran - 379 - P45 - 924 - h74 -1,399 -2,328 -6,702
India 140 - 259 2,149 3,299 8,111 15,537 - 25,728
Pakistan 74 242 3,825 5,262 11,127 17,426 24,1061
Other Asia 66 127 299 447 1,163 4,435 11,141
Other Africa 8 13 - 23 - N 3G - 92 510
Europe ~-3,062 -1,476 - 729 - 361 - 803 2,872 14,371
USA 149 454 1,110 1,602 1,403 633 1,515
Other 291 973 359 17N 877 1,051 2,160

®pata are for calendar years.

m”‘
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reirm nationzls. imcng the foreim net immig
£ift> were from othsr irad countries, znd the remainins frur fifth

were from non-irat countries.

Bahrain is easily accessible to India and Pskistan, iwe very
larze developing nztions witn very icw per-cadi inccme. Trere i3
a longz tradition of migration from tre sutcontineni to Zahrain
Indian z~d Pzkistani nationals re3ponded rzpidly tc the ecornomic
growth arnd to labtour recuirements generated in Banrain oy the oili-
price incremernts in 1373. These two sToups sorstituted zimost nire
tentks of the non—-iradb net migrants in 1373, 2nd almest ore nzif ¢

neG

the total net mizrants thst year.

Employment in Z2zarain of lndian naticnals appears tc Se extansive
in the commercizi and service zctivity engendered Ty econcmic ieve.op—
ment. Tre zmnuai net migrstion rate of
from 1272 through 1%77. DBy the end sf 1277, 25,7C0 Indizn net aigrant
accourted for 36 ver cent of ihe total number <f =et migrants zdded 2
Sakpeir since Indeperdence. Pagxistani nztignals in 3ahrain tend To @
employed in the construction irdustry. .2 net migration of Pakistani:
increased rzpidly iuring tre constructlon boom yesars of 1375 ani 1376
as well 2s in 1277, From 1371 through 1377, Pakistanis accounted fer

34 per gewt of fTha Tl et -1 =mitigm to Bahrain,

stion of other Asians was not extensive until 1:7%

-3
15
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ané 1376, when Xoreans bezzn 1o wWork in iand reclamation and éryésck

construction projects. 3y the end of 1377, 11,20C ctrer 23s12ans n

5

accounted for 16 per cent of the total net migrants since Independence.
Trere was negztive cumulative net migration of Zuropeans until 1378,
when offshore banking activity became important. Positive cunulative
net migration was generated in 1376 and 377, aprarently by offshore
banking and by commercial and service industry developrment. European
net migration since Independence is estimated at 14,400 persons, or

20 per cent of the cumulative migration s.nce that time.
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zration and emigration stireams. The varving effect:iverness ~f trese

> N
streams a2lsc influences the numters of net migranis of vzricus na-
tiomaiities tc 3anrain. Effectiveness here is indexed Ty {1; tre
provortion of gross immigrstion or emieration whick 135 effectively
added to, or subtracted from, the population, i.e. the ratio »% net
znts to arrivals or cepartures, and {2} the ratio cf net to zross

m1 ST
migratiorn, i.e. the proportion of immigraticn and emigrziion comeined

The hizher the ratio cf net tc gross migraticnh, the more effective

thke migration stream.

Table 2, wrhich shcws the wolume and ratics of arrivzls znd Ae—
partures for selected nationzlities from 1371 trrousk 1277, descrives
the recent effectiveness of migrztiorn t: 3arrzin. 3JSince Independerce,
Sakrairn has retained aporoximately 3 per cent cof the arriving TODuLE-
tion from foreism origins, 2nd approximately Z per cent »f ail its
Zross migrents, From 1371 throust 1377, migratory zciivity generated
a net 1053 of 3shrainis and a ne: zz2in of non-Zarrzinis, Trz retention
rate for non-irab arrivals is almost 1C times nigher thar for airas ar-

rivals. In recent wvears, the most effective migraticn sireams 1o oeh-

vy

rain

ave been trhose which have incliuded the non-irzb
Inéia, Pakistan, and other isian countries. In contr

effestiveness is negative for Bahrainis and low for Arao rationals,

Table 10 indicates the annua. proportions of gross immigraiion
or emigration added to or subtracted from the population frem 1571

througk 19 7. Since 1375 these ratios rave teen rezative f-r Zanrsi~

e mmstpouad t-oey heen increzsing. Thus increa2sing proporiisns of ge-
parting Bekrairi nationais are teing sutiracted from Dakrzin's pepuis

{ from -.C62 in 1375 to -.C15 in 1377,.

Yo clear trends in the migration effectiveress of non-3znra:in:

irab naetionzls are apparent frem Table 1C. In contrast, constant.iy

tizn



Table 4

Measures of Net Migration and Migration Efficiency
by Selected Nationalities: 1971-1977

Ratio,
Net Migrants Ratio, Net
- Depart- Net a Gross b to Arrivals (+) Migrants to
Nationality Arrivals ures Migrants Migrants or Departures (-) Gross Migrants
Total 2,139,230 2,068,247 70,983 4,207,477 .033 017
Bahrain 561,460 570,228 -8,768 1,131,688 -.016 -.008
Non-Bahrain 1,577,770 1,498,019  79,75) 3,075,789 051 .026
Arab 617,983 613,112 4.8 1,231,095 .008 .004
Gulf 250,743 249,789 954 500,532 . 004 .002
Saudi Arabia 237,468 239,667 -2,199 477,135 -.009 -.005
Other 129,772 123,650 6,116 253,428 .047 .024
Non-Arabc 950,787 884,907 74,880 1,844,694 .078 .04
India 155,517 129,779 25,738 285,290 165 .090
Pakistan 127,749 103,588 24,161 231,337 . 189 104
Other Asia 80,816 69,625 11,181 150,431 .138 074
Europe 398,150 383,779 14,371 781,929 .036 018

dArrivals minus departures.

bArrivals plus departures.

CSelected non-Arab nationalities; do not add up to non-Arab total.



Table 10

Annual Ratios of Net Migrants to Arrivals (+) or
Departures (-) by Selected Nationalities:

1971-1977

Nationality 1971 1972 1973 1974 1975 1976 1977
Total -.016 -.012 .012 0N .015 .021 .033
Bahrain .00Y .034 .003 .002 - .002 -.0.C -.015
Non-Bahrain .022 .004 .016 .014 .022 .032 .051
Arab .015 -.003 .005 -.003 -.002 -.002 .008
Gulf -.003 -.039 -.024 -.03) -.030 -.025 .004

Saudi Arabia -.012 .096 .003 -.004 .000 -.000 -.009
Other .019 .058 .677 -.060 .063 .040 .047
Non-Arab? -.029 -.00% .025 .028 .041 .056 .078
India .012 -.010 .053 .058 .098 137 165
Pakistan .013 .020 073 150 .193 77 189
Other Asia .04 .032 .038 .036 .057 .108 .138
Europe -.082 -.020 -.007 -.002 -.004 .010 .004

3selected non-Arab nationalities; do not add up to non-Arab total.

n
{ 49

o —-—
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increz3ing anmual prodortions af ncn-irsc naticnals zrrivins in
1 58

Satrzin hzve beer addad 4o the ropulaticn since 1271, lligrasicn
effectiveness for thasze sopulztions rezses from -.CZ> in 1377
¢ .C73 in 1377. Zy 1377 these otreoertioms were nigshest Ssr Peki-

Trere zre increasing differences cetween mzticnzlity caztegories
in the effectiveness cf their nigrzticn to and freom Z2khrain. Tre

erigsration of Zzhraini natisrnels is l22ding tc siouwer growth of ths

»

A
Bahrzini ropulation, Tre increzsing eoffectiveness cf non-3ahrsin:
migraticn kzs been sssccizted with rapiid populztion growtz of non-

Sakrairnis in recent vears, 3Since the Immigration of irzb nzticnzalis

population inzludes = srewling propncriion ¢i nom-irzs Asizns,

Current tre~ds, The ~uest:ion remz2irs =35 t> whether net mizrsi:cr

remzined 3t higsh levels or tecEn t: leve. of
general, the effectiveress of migrztion to 3zhrzin h=s increzsed in
times of increasirng totzl migsration, and then _eveled off zfter totz.

mizration has pezked. ZFor EZxzmple, Tadle 10 indicztes tra: azjor in-

)
ot
Q
<t
W
hal

y
(o]
[
0]
]
d
’J
w
A
{2
[1d
A
ot
(¢}
ot
e 3
®
C
[o]

[

creases in the proportions ¢
pulztion d14 nct cccur until 2fter tre 2il price increzses <f 1273,

wraen there wa2s increzsing total migration %c 3ahrzin, The effective-~
ness of migratiorn cf Pzkistanis %o 3zkrain increased rapidl:; with the
increzse in migrzticn from Pzkistan in 1273, and has then tenzeé to
levei off, 1In contrast, the effectiveness of migrztieon of Indian natio-
nals to 3zhrain was still increasing in 1277, Indizn migrz-ts, who ternd
to work in service z2nd ccmmercia. activities, have been 2ble to tring
more dependents to Zahrain than the lower p2id Pzkistzni lzbourers and
construction workers. The high effectiveness of migraticn from othar
non-Arad isian countries is 21s0 2 recent phencmenon. Furthermore, 1f
previous trends in migration effectiveness continue, tre recent in-
crease in European mizration may 3con Te foilcwed Ty 2n increase in
migration effectiveness, as kuropeans settle in 3zhrain and bring ilhe:ir

dependent 3.
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warterly crazges in na2t ailgraticn during 1375 ang 1277 zoovide
furtrer infermaticon regerding the directicn of recent =migration 4rends.

hese cranges are Jescrited in Pigure € for dotal rnen-3ehrzini, Indian,

Pakiatani, and other non-3ahraini nationals. PFigure 6 indicates that
total net migraticn of nor-Eahrainis folliows seasona’ ckangss in ciimate.
Jet migration pezks iz the cooler last suartar of the jyesr, 3eclines
during tre first guarter, tottcms out in tke secord cuariter just nrisr
tc the Lot summer, and then climts 23 £zl apprcaches. There zre some

variations in tkhis pattern for different nmsticnalities. Fet mnigraticn

o |

examined by cuarter dces nct indicate 2z leveling off ¢f net migratic
during 1975 ané 1977. The regression eguations, in whickh irhe 7clume
of net migration ‘¥ is related tc time {zuarter in 1375 ané 1377 = X,
confirm tre resuits skown in Tadle 1C: Pakistani immigratisz 15 statle,
Indizn immigration is irncreasing, a2nd there zre substantial increases
in ot-er nen-3zhraini immigration.

Migration tends to laz behind the econcmic orpetunities which

attract migrants. It remains to be Seen whether ize tctzl numzers

-

11 2cntinue tc increase, despite 2 re-

(X

cf net migzrants to Zatrain w
portes levelinz =ff of eccromic spportunities in 3anrazin, Zowever,

the increasing diversity of Zahrain's econcmy a2y te fostaring & higher
voelume of amigration tham would 2 more 3imple eccnomy. Iackh mew econemls

deve.opment thus tends %o gererate 113 swn izTatlon strezm T2 Senrarm.

The population impact of migration to 3akrain can Ze indexed by
estimates of the net population crange atiributed to net migrants
their children from Aprii 1371 to April 1377. Since these estinztes

are sensitive to fertility assumptions 28 well as to estimates cf mi-
gration, they 2re to be viewed with caution. Net population changes
attributabla to migration include 244iticns of children Tcrt to migrant
at destination minus deaths of migrants and their children., Tha compo-
nents of change presented esrlier underestimate the full impact cf mi-
gration, since the fertility of immigrants is inciuded with the fertility
of the foreigﬁ stock in the estimate of births. All populaticn ckanges

resulting fro# migration are attributed to non-Zakrainis in thesc cal-

culations. ‘

—
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Figure 3
Bet Migraticn by Quarter fgr Sslected
Nationalities: 1976-1977
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Migration to Quarter

Total Non-Bahraini O

Non-Bahrainis other than Indians and
Pakistanis

Indian

oo 0o

Pakistani

Total

—-—O Indian

~ Pakistanl

-

()

I1I v I I1 III v

1976 1977




z continued

Y
E Atems

--nsion cguitions relating net migration (Y) to time (X):
5e1l noa-tahraini net rigrants
v = $071.61 + 516.00 X

son-Bahraini net migrants other than Indians and Pakistanis

Y = 1571.12 + 442.18 X

Indian nat nigrants

Y = 1920.24 + 62.89 X

pakistani net migrants

Y = 1580.11 + 16.22 X
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ECONCY¥IC AND INDUSTRIAL PCLICY :
RECENT 3JEVELCPMENTS




1. THS ECCNCMIC DETIRMINANTS

Two mzin structural categories determine the state of Sanrain's

economy.

On the one hand, its strategic and commercial nosition entities

Banrain to a "geogradhical rent", the counterpart to services offered

by the Emirate's economy. This is a major ard permanent advantage of
which many Bahrainis have always benefitted, although the pattern of
“hese services bkas changed due %o changes in the last 50 years in tke

pattern of intermational trade and transportation.

On the other hand, the Emirate's own resources constitute tke

second structurzl determinant of its economy. In this respect, tke

pattern of these resources with tneir impact on the state and growin
of the domestic industry and economy has evoived through thiree suc-

cessive phases.

1.1, In a first prase, ending in the early 1930s, the human 274 na-
tural resources determin:ing tbe economic structure were articula-

ted in the pearl-diving industry and expeort trade,

1.2, During a seccend trhase, crude oil extraction and refining re-

placed the pearl "industry" as an income source additiornal to that

of trade and other services, constituting together the main determi-
nants of domestic industrial and ecornomic activi’y. It must, nowever,
be pointed out that - as the oil extraction and refining was foreigi-
owned and controlled, with its capital-intensive character and multi-
national labour in the Zmirate - this newly established sector had had
its main revenues captured for several decades by the foreign oil
concession holders, and its wage incomes shared between Zahrainis and
foreign labour. As a result, tkis oil sector was less capable than the
pearl "industry" in mobilizing large numbers of local labour and dif-
fusing revenues within the Bahraini society. This second phase lasted
from the 21d-1930s up to 1970,




3a A third chase w2s ovened in the early 137Cs with the mobilization

of the furtaer industrialization of domestic zatural resources. Thus,
the local cil-associated gas, more recently natural gas as wWeil, added
to the local hydrocarbton rescurces, ttese being the main determinants
of the domestic industrial and economic struciures, jointly with the
other but permanent determinant of the income from tke geograghical
position-relateqd services. However, ihe role of tke extractive and
refining sectcr in mobilizing labour has stagnated in spite of the
increases of its revenues and their further utiiization in local eco-

nomy.

As to the new zZas-processing indusiry implemented in the early
70s it did increase botk job opportunities' and industry's contribution
to Zahrain's national product, wnich is due in pazticuilar ito tkhe alu-
minium downstream industries, since they are lLess capital-iniensive
than the azain aluminium refining plant. Nevertheless, inis new gene-
raticn of industries has not been multiplied, whils the main new pro-

Jects are presently gas-gzthering and highly capital-intensive,

A careful look a2t the development of the latour sectorzl snaring
since the turning years of the early 1930s, and more particuiarly since
the estzdblishment of the gas-tased irdustry, shows i{1at the services
sector continues to ve predcmirant in the labour's paitern and sectcral
sharingz within &he 3ahraini econcmyg. Extraciing indusiries are 2 se-
condary empicyer, and manufacturing employs cnly & mocderase and almost
stagnant share of 3ahraini labcur. The gas-based indusiries, mainly the
aluminium refiring and manufaciuring, relayed as latour-empioying in
the early 1370s the oil refining industry, which had attained its level
of saturation 2 lonz time ago. Yet, the achievement of plants construc-
tion a2dded to the policy of labour pressure zpplied by ALZA proved some-
what zuickly the limits to this most recent phase of latour mobilization.
As a result, a new and strong move 1o extend and diversify the bvanking
and other services sectors has oveen easily obtserved during the last four

years in Bahrain.




2. 3ASIC ECONCMIC PEILCSCPHY OF EARRAIN

Up to now Bahrain has not applied zny central integral plan o
develop the economy. Hcwever, tais does not mean an absence of deli-
berate and jirect Jovernment interventiorn in the ecoromic sphere.
Authorities apply a generzl philiosoph,, a multi-aspect policy, and
a set of basic rules, which altogether govern the governmental inter- *
vention ir. the various sectors of 3Zanhraini economy. Due to the decline
in oil reserves and outorut, with the progress in trade and education -
developments in the Emirate, economic intervention by the Government
has emerged earlier and has been intensified more than in the oiner
Gulf Zmirates, except for Kuwait where historical and political fac-
tors added to the high level of oil output, income and "surpiuses™
and the important services activity had stimulated a wuild-up of the
state starting in the early 196Cs.

The role of the state in 3zhrain's economy is, in facs, similar
to that of any of the other Gulf states; it has four constitutive

guidelines: '

2. 1. The definition of the bases and conditions for ecoromic
activity.

2. 2. The granting of muitiple and mulitiform facilities to i1n-
dustrial projects.

2. 3. The exemption from taxes and customs duties of the in-
dustry's imports of i%s machinery ard raw materizl re-
guirements.

2. 4., The encouragement of foreign investmen®s within joint
ventures bty exempting them from income taxes and by
granting them full latitude in transferring their capital
funds and their profits. R
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.
) (2; To 3et up irndusirial estaiss and 13 tizn the sarvices -
¥ roads, siectricity, watar, sewerzge, elc.
7 . - - -
{5, To promcte the satting up o industiries o industrial
estetes including 2ssistance in cttzining Jinmancing.
{c, To agminister the estates.
(a; To ziwre adwice on managerizl znd lzcanical mailers to
smail industriszs.
The Corperation should Teccme seif-finzmeinz, drawing income from
rentinz or selling ingusirizl sitss, and shouli net engzzz Ln seliing
. P 1
up indgustries 1tsell. ~
-

1, WORLD EMMK: Report No, 2058-BH: "Bahrain,Current Economic Position
and Prospects", June 28, 1978, p. 15
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orocess. It has ac-ulred @ large 2quily participesion in toe aluminiusn
C per oo

smelter i mearly e
viant, participates in tre sparas of the propesed IGL plant znd re
Dry Dock, and has sal u3 2 public corperation for sreducing peuiliry

products. There goes nol appe:r to be any particul:zr sev of guideli

for Jcvervment investment 2xcept 2 Willingmess To oome in when Triveseé

ecuite capital 1S reluctant te de sc.

The nen—Tirancizi roles s she SJovertment, =32 Srom pervicizatisn
m

2ior prcjects, is tc reguzié I

S AL - 1 e =pem= K 3 epe = =+ A W i z= PPN
erirr of ned firms.7ni:z sesms TS te icne WIth conslier:aioe Adisgetcn z2nz

- o - V. - - - > =~ ema™ B -
freedom Srom onercus ievies. I+ 3423 reserve and SCTmeIimes eXeTTIST LIS

1/ WORLDBANK: "Bahrain, Current Economic Position and Prospects”, Washington,

June 28, 1578, World Bank, Repor* No. 2053~3H, p. 15
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The fusure dedietion cf the krdroczrten fefosits, 1 2CINCMLT

terms, is 2 threat whish =
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see, therebr moving actively to assure a diver

e
atezic cliche 13 0

sources o income. What is meant By this str
transform into 2 diverse ané relativery seif-sustzined eccncTy

an ecoremic structure, wrnich 1S unilaterzl zné extractive, wWilh
£

hypertrephic minin croduction, fully intezrated 1in internziicnal

- 3

seprakle from the cther - hysctrophic - z2gri-

export merkess, in
e
Y]

se
cuwltural and manufaciuring sectors. -~

As it hzs beer said 2lready, crude 0il was discoveres in 3Bznralin
2s early 2s 1334, It has Teen extracted verr ezrly, and Th2 IWC -
suitinational ¢il corperations asscclate
a giant oil refinery in 1934, It was, therefore, not zccidentally
that the first Sulf emirztzs where oil was iiscovered, in crier S
face “re jepietion ¢f its3 0ii wealsnr, souznt to crezte i1néusIriz_
plans sutstiiuting the sil-exsracting indusiry. Towever, due tc tze
medest relume of croducticn and its shert-ters
and vecausz of neavy experdiiures o sdministration and 1niTz3TTuCLuTe,
the rent received frem cil coLd net easily and sufficiently 2ll2W
tre necesszary accumuiztion wWnich would ve st the tasts af zltermative

ingustriziization. This was cartioularly true in 1371, the year il-

1/ EL-ZaTH, Isgem: "Arat Industrialization Policies ard the Aspired
Tntermational Ecornomics Crder" in "The {ew Intermational Zconomic
Order in the Arat World", Kuwaitirfund for irat Zccnomic Deveicd-
ment, Kuwait; proceedings »f “he Seminar on the liew Irternationel
Zconomiz Crder in the irab Yorld, Kuwait, varsh 137¢, spenscred
¢y the ¥nwaiti Fand Jor irab Zconomic Deveisrment, the Kuwait:
Economic Society, the irzd Iratitute for Plarning, 24 Xuwait
University, pp. 129 - 15C, text in irad1C,
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deciine of cormsumption in the develiczpesd caplitalist couniries: Sxing

o 1125,2 =m1lliom dsilzrs, which comstitutes 2 notall2
trade deficit. L This was net an sxceytionzal eveni, otul rairer the
illustration ¢f z rnew situation Bahrain was cocnfronted with, resulting
from the cil-procuction cecline and the inelasticitry of pullic zané "
privete expenditures s wel' 2s capital reguirements fcr develcpment

precjects. It can te said that the immediate gepletion 9f iz cil re- -
serves, the absence of 2~y '"capital surpiuses”, and the =mzjor d18fi-

culty of succeedingz in the accunuiation for industriz: develoiment

were stronz facters pusning for altermative joint-vernture-tzsed in-

dustrics.

In fa2c%, the 2ctors tehind irndustrizlizaticn in 3anpsin, ang in
almost all the cther Gulf emirztes, zre both Jforeigmers znd nationzls.
Wrile the Zehraini govermment zrd srivate interests sesk *c iiversiiy
sources cf income and o Dprepere the pest-cil—erz, Tul £
straint of capital finamcing, muitinaticrals and cther i
es%s from the developes counsriss with market ecconomies seex feriner-
ships in the Gulf arez to upgrade cruge oil znd te take sirentage of

tze verr
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the Gulf arez, zringing in countergart Technclogical oow-rncwW zné ma-
ragement rescurces, it a lavter stage, and as shown oy ths Serraini
aluminium indusiry, some neighbouring Guif interests with betier mines
2nd financial mezns, and orotably with colitizel otjectives, wili s-3er
into these partirerskips, substizuting, though carily, thcese foreism

°, v

partners wncse irnterest dimirnisnes ang who, therefcre, seex %c ratrezt,

1/ "Cuif Besic Data" in "The fidile East”, Yo. 17, lenden, arcn 1373,
e o e -

p. 4%, Ci%as - DLeIT L Taioo
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The Proiect Sxpenditurea of the Ministiry of Industiry and Tevelctment

1373 - 1981

In addition to the main expernditures ior new and on-going projects
implemented essentially through joint-vemture operations, the Ministry
of Industry and Development has scheduled its own capital expernditures

for new and cn-going projects.

Projects amounting to 2.427 thousard 3akrain dinars have teen pro-
jected over the years 1973-1382. Accordingz to available data, shown in
the following table, some 1450 thousand dinars were scheduied on rew
projects in 1979, 774 thousand in 1930 and 2CC thousand irn 1%81. Yo

capital expenditures were scheduied for ithe year 1231 ard after.




A

PROJECTED CAPITAL EXPENDITURES FOR NEW AND ON-QOING PROJECTY OF THE MINIUTRY OF
INDUSTRY AND DEVELOPMENT, 1979 - 1982 (in thouvand Bahrain Dinars at Current Prices) Y

1979 1980 1981 1982 and after
;:: j‘{°¢‘:°at in Progrpgg ects New in Progx'tggicou New in Proggggrcu New in Pro ng‘“tueu ;
al %o 1) (2) [ (1) (2)1(1) (2X1) il "2
4,424 12 1,450 - 114 - 200 - -

1/ Bahrain, Ninistry of Finance and National Economy.
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3. Hvolution of Sectors®! Shares in the Cross National Product
(GMP) between 1973 and 1977 in Conciant
1977 Market Prices (1)

Agriculture azd fishing, over the years 1973-1977 had their combined
gross product, at copmstant 1977 market prices, decreasing, ‘though slighily,
Wy 0.8 million Bahraini Dinars. However, the share of this primary secior
in total gross national product at constant 1977 market orices fell from
44715 per cent in 1973 to 1,713 per cent in 1977.

Mining Sector, oil and other extracting, continued %o weigh heavily
in the gross national product, tuat its share has declined. In real terms,
the 0il and mining sectort's gross product decreased, very slightly, by 14.9
million Bahraini Dinars between 1973 and 1977. However, the sector's share
in the country's gross national product sensi tively decreased from 50.42 per
cent in the btase year to more tkhan 35,39 per ceat in the end year.

The decline in the two primary components of the primary sector, i.e.
agriculture and fishing and oil extracting other mining contrasts with an
opposite increase in the gross product voth of mamfacturiz;g, and the
different components of services, meinly trade and services, banicng and
insurance and real estate as well as public adminisiration and defense. The
fall of the percentage shares, rather semsitive in the case of agriculiure and
fishing, dramatic in that of oil extracting and other mining, in the gross
national product as a whole, 13 explairable by those rises in the gross procducis
of mam<facturing and serrvices sectors.

Indeed, mamufacturing had its domestic products, valued at comstant 1977
market prices, mmltiplied almost by 2.5 , increasing ty é6.5 millior of
Bahraini Dinars, tetween 1373 and 1977, an annual average of 3.D. 16.525 million
or 34.2 per cent per anmum. over the period. As to ‘he share of this sector
in the CNP, it rose from almost 11.78 per cent in the tase year %o alxost 21 per
cent in the end year., A reading of the developments of the different branches
within this sector, namely o0il refining, aluminium smelting and processing and
other manufacturing, as shown in the following table permits to state ‘thac
different branches of mamfacturing, flour milling excepied, have all contrituted
to its achievement. Mamufacturing has therefore achieved an wiusual rate of
growth (34.2 per cent per annum ) and strongly consolidated its weight in the
CNP. This can be explained mainly by the btoost in construction, the successive
increases in oil prices and the commercial launching of the aluminium industries,
‘ogether with other mamfacturing developments.

(1) Analysis made here is made by using figure estimates of World Bank:
World Bank: "Bahrain Econcmic Position and Prospects". Washiagton, June 28.198,
Report No. 2058 - BEH, innexe, Table 2.2. Cross Na.tiom.l Product by Industrial
Origin at Cou‘h.nt 1977 Varket Prices.




Coming to Comsiruction, its gross income valued at constant 1377
market prices has almost doubled passing from B.D. 4.9 million in 1973 to
B.D. 61.9 miliion in 1977, the rise having accelera’ed ir 1975-1977. Therefore,
the construction gross product increased over this four-year-pericd at an
anmal average of B.D. 6.675 million or slizhtly above 19 per cent. In addition,
the sectors share in GNP rose from nearly 8.45 per cent in the tase ysar to almos*
11.3 per ceat in the end year.

The progress in this sector is due both to structural faciors, namely
population growth and urbanization, and others, conjunciual , namely the sudb-
stantial increases ir the o0il prices since 1973.

Trade and Services sector achieved also an important growth siace its gross
product value almost multiplied ty two, rising from B.D. 55.7 million to
B.D. 106.7 million, betweea 1973 and 1977. Over the periocd this sector grew
Tapidly at an annual average of 3.D. 12.5 million, a rate of more than 22,04
per cent per aaxnmum. As %0 the sector's share in GYP it did also increase,
moving from more than 13.74 per ceat in 1973 %o nearly 19.46 per cent in 1974.
At the same tize, i estate hal its gross produc? value increased from

B.De 2349 million in 1973 to 3.D. 31.8 million in 1377. Hence tze annual average

s+ ®

of value growth wes of 3.0. 2.02S mi1llion . Tais represented an average rate

of growta of 11.8 per cent per annum.

It was the Zanxing and Insurance sectors which were the most stizuiated

and ooosted sectors. Ia consiant 1377 market prices, the value of its gross
product jumped from 3.D. 4.1 afllion in 1973 to B.D. 49.2 =million ia 1977, an
increase of more than twelve folds. This means an anrmal averaze of growth
valued at 3.D. 11.275 million and represents an average rate of exactly 275 per
cent per anmum, This reflects the banking and insurance explosion in Bahrain
during the considered period and materializes the Pmirate's move to specialize

in banking and insurance. The phenomenon: effect on the econmomic structure appears
in the sharp rise of the btanking and insurance's share in GNP which had been
slightly above 0.99 per cent (almost 1%) in 1973 then atiained almost 9 per cent
in 1977.

The sector of transport, storage and commurications had also iis ;ross
product increased from 3.D. 22.9 million to B.D. 33.8 million during the years
1973-1977. This gave an annual average growth valued at B.D. 1.075 milliom at
an average rate abtove 15 per cent per annum. As to this sector's share in GNP,
it moved from roughly 5.54 per cent in 1973 to more thar 7.07 pes cent
in 1977. Therefore, while this sector grew at an important rate during the period
under consideration, its share has limitedly improved in global economic activity.

\ ———
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Pinally, public administration and defense wms also a sector which
grew notably. Its share in GNP increased Yy more than two~-folds in 1973,
it valued B.D. 18.9 million cowpared to 3.D. 44.9 million ia 1977. Tms it
goew at an average of B.D. £.5 million, an exceptional rate of about 15.4 per
cent per anmm. As to the share of this sector in GDP it almost doudled from
about 4.58 per cent in 1973 to 8.19 per cemnt iz 1977. This is shown in the
following tables Jo. 1 and 2.
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Table ‘: Cross ¥ational Product by Industrial Origin at
Constant 1977 Market Prices (1)
{In ®llions of Bahrein Dinars)

127} 1974 12‘.’5 10:'." 1 7"y

Arriculture and 10.2 9.7 9.4 9.0 9.4
Pishing
Agriculture 7.8 7.3 7.3 7.0 T.1
Fishing 2.4 2.4 2.1 2.0 2.3
Mining 209.0 221,5 155.1 191.4 194.1
0il 208.6€ 221.3 154.9 190.4 193.0
Other 0.4 0,2 0.4 1.0 1.1
Yamufactr _ - 48.6 £4.7 81.1 10047 115.1
0il Refining 19.1 25.5 24.5 21.4 12,2
Aluminium 16.0 19.9 21.4 23.0 22.5
Flour M1l 0.3 0.3 0.4 0.6 0.4
Other 13.2 19.C 4.7 557 59.9
Electricity and 4.5 4.6 2.9 3.9 3.7

ter
Blectricify 404 405 208 3.8 3.6
Water 0.1 0.1 0.1 . 0.1 0.1
Construction 4.9 40,2 42.3 55.8 61.9
*ransport, Storage 22.9 26.8 0.4 37.9 38.3
and Commmnications
Trade and Seﬂica 56.7 68.7 80.7 10306 106-7
Banking and 4.1 6.8 11.8 3Cc.0 49.2
Insurance
Real Ixtate 23.9 26.1 24.2 28.4 31.8
Pablic Administra~ 18.9 29.9 35.1 41.3 44.9
tion and Defence
CIP at MeD o 43307 49900 47302 602.0 655-3
Net Factor Income ~21,0 -29.0 =36,6 =59.3 -106.9
CNP at DeDo 412-7 47000 436.6 54207 54804

Source: Mission Extimates
1/ Preliminary estimates

(1) ¥orld Bank: "Behrain Current Economic Position and Prospects”, World Bank,
28 June 1978, Report No. 2058 - B, Annex, Table 2.2.
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Table 2:
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Gross llational Product Yy Irdustrial Origin
at Current Market Prices

(2)

{In Maliions of Jahraln Anars)

1973

Agriculture and Pishinz 3.9

Agriculture
Fishing

Mining

0il
Other

Mamfacturing
0il Refining
Alwuinium

Flour Mill
Other

Electricity and Water

Eleciricity
Water

Consiruction

Transport, Storage and
Compmnications

Trade and Services
Banicing and Insurance
Real Zstate

Pablic Adminigtraiion
and Defence

CDP at m.p.
Net Factor Income

GNP at QePe

2.5
1.4

12.0
26.9
Te1
4.9

9.3
147.1
-14.1

133.0

1974 1975 1976
3'3 404 502
1.7 1.1 1.6
143.0 129.7 167.2
142.8 129.7 166.2
0.2 0.5 1.0
51.1 63.7 95.5
14.3 21.1 25.8
24.3 13.7 18.6
0.2 0.2 0.2
123 28.7 50.9
2.9 2.0 3.8
2.7 1.9 3.7
0.2 0.1 0.1
19.9 29.5 54.2
16.0 22.8 31.5
40.4 53.3 82.3
9'9 1009 33'9
7.7 22.5 31,2
17.1 24.2 1.6
313.0 3€4.1 518.0
-2106 -3302 -5401
291.4 330.9 483.9

38.5
106.7
49.2
31.8

44.9
655.3
~106.9
548.4

Source: Mission Ixtimates

1/ Preliminacy esiimates
(2) Previous reference annex, table 2.1




5. RECENT DEVELCPMENTS IN INDUSTRIAL PATTIRN AYD IN ITa SONSECUTIVE
SMPLCYEE SBARITNG (1973 - 1377)

The total number of peraons employed in indusiry as well as their
share in the various existent tranckes are functions of the industrial

strategy and patitern implemented in 3ahrain.

In fact, the deveiopment of extracting, first one- or two-sequenced
0oil and/or minerals processing indusiries, while materializing a given
pericd in the strategy and patterm of industrialization, determires the
pattern, extent and snare of persons emplioyed in the various branches.
Thus the setting up of such first-processing and non-agr:cultural. up-
stream industrial seguences lj, basically capital-intensive and export-
oriented, does not allow substantial industrial employmexnt, To ithe con-
trary, a development of downstream operations a2nd an extension of the
industrial lines of production %to include the latter, esseniially latour-
intensive secuences, leads to a higher level of industrial empioyment,

while reinforcing the labour share of manufacturing.

In the case of 3ahrzin, ladour-sharing within the industry has re-
flected the latier's struciural characteristics, while nizhlighting the
specialization of the economy as a whole as well as its role in the inter-
national division of labouwr. Considering distribution of empicyees 2mong
tahe different branches of industry in 3anrain over ine deriod 13973-1977,

as shown in the following tatle, we can easily see that Iwo first-grocessing

)/ The concept of first ore- or two-sequenced processing industries
applies to non—-integrated industries which consist of one or two
of the first, i.e, upstream processing of agricultural or non-azri-
cultural raw materials, i.e. o0il and/or gas as well as minerzls.
Thus we distinguish agricultural first-processing ard non-agricultural
first-processing industries, The last category is subdivided into oil
and gas and into minerals, See in this respect:
EL~ZATY, Issam and ALSHAIKH~ALI, Abdel-Bari: '"The Induatrial Patterns
of Islamic Countries and Possidilities for Industrial Cooperation”,
Vienna, 1978, UNIDO, ICIS.
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non-asricuitural indusiries -/a:d one oii-related infrastrusiural aszin-

tenance industry, mainiy ship-repairing, have mobilized 2nd concentrated
the major part of ingustrial lavour in 3zhrain. First, oil-refining znd
allied undertakings, classified under chemical industry, which in fact

is the first-processing oil industry, has bteen the mazin labtour-intensive
industry in the Zmirale, though its personnel has stagnated znd its
weight dropoed consequently in relative terms; it maintained its lezding
position in the industrial emgplo;ment pattern. Secornd, first-processing
non-agricultural industry, classified under Zasic Metals Production and
dorking, but not fabrication, boosted its numter of employees 2nd, con-
sequently, ranked second arong the ladour-employing indusiries in tlLe
country. Added together, the two non-agricultural fi;st-processing in-
dustries, namely cil-refining, aluminium-refining any first-processing,
employed some 5062 workers or 53.36 per cent of the totai of 2385 wor-
kers employed in the industrial sector in 1973; but %hey employed 7227

workers, nearly 595.53 per cent of iotal ingustrizl ladour, in 1877.

[1]
-3

This means, *hat specizlization of Jahrain's industry in the firsi-
processing of oil and imported minerals has siighily

period 1973-1977, out is largely credominant in tzrms of smployment.

Cr the other hand, the numter of employees in the sector ¢f irans—

o -

port, mainlv ship-repairing, increased strongly. In 1973, 1929 manual

and clerical workers were employed in this “ranch, almost 22.45 per cent
of tre total industrial labour in that year, compared wiih 233C gersons
or nearly 13.31 per cent in 1977. As 2 cons:guence, snip repairing znd
transsort became the second-lergest employer of Bahrain's industrial

craactes.

Purthermore, since the tasic-metals-processing industry is funda-
mental.y based on gas, and as ship repairing is vasically an oil-related
infrastructural maintenance industry, the two first-processing branches
of 0il and metals added %to that of oil-related ship repairing are all

either based on or related to hydrccarbdons (crude oil and zas). Taken




as a group, these three indusiries had employed 333C workers or 31..2
per cent of tae tolal indgus 1 :

compa~ed to 3607 workers or 73.39 per cent of the total industriai labour
employed in Bahrain in 1977. This illustrates an increase of 2017 in the
number of worksrs empioyed in those three firsi-processing ard infra-
structural maintenance undertzkings, against a decline of -7.53 per cent

over the period considered here.

Almost all the other industrial estabtlishmenis have reazlized only
a limited increase of their employees; only the paper-and-derived-products
industry (including printing) did not achieve any increase at ail, accor-

dinz to the available data presented in the illustrative tatle Ne. 3.

In fact, only mechanical indusiries achieved a very stiriking rise.-
?

the highest of all the industries - in their numter of eamployees between
1973 and 1377. These branches multiplied the numter of treir emplcyees

from 172 or 2.0 per cent of the totzl in 1973 to 1C13 or 7.72 per cexn

\

of tke total in 1977. Therefcre, the share of this industrial brarci in

the total of empisyed workers has multiplied toih in number and percentzge.

Since mechanical industries are stimulated by any develorments in
ship repairing and in the downstream-, i.e. 2luminium and hyérocartons
processing, industry, it could ve justilied to add this last otranca to
the first three alrezdy examined btranches c¢f first-processing and oil-
related infrazstructural maintenance. If this is the case, %the numtcer c¢f
workers employed in the four branches will be 7162, or 33.42 per cent ¢?
the “otal of workers employed in industry in 1973, and a sotal of 10020
persons empioyed, almost 31.17 per cent of the total of emplcyees in the .
industrial sector in 1977. This ccrrects the trend as reflected in the
three combined branches which preceded, tut at the same tvime it highlignts
a small descent within the four main nydrocarton-vased or re.ated indus-
trial branches, from oil refining to metal processing, ship repairing

and, relatedly but also strongly, to mechanical industries.




Table 33 TRDUSTRIAL ESTARLISUMENTS BY TYPE OF ACIVITY
AND PURSONS EMIMLOYED 1/
- 1973 L _ L i
1NDUSTRY No. of M. of EsCabllabiments with Ewployue) No. of No. of Eucabl il shiant
Estaliliah-  Employces Numburs | Evtablish- Employces _ __ | somhers
went 8 10 11-50  51-200 1200 mant s 10 1t-40
1. Agricultural, Food & Beverage Induatries 21 448 10 ) 3 - 28 SH7 16 9 3
2 Woud uud Derived Industries
Cincluding Joiners' Shops) 64 221 60 4 - - 4o 370 72 L] .
3. Paper and Derlved Products \/
(fucluding printers) 6 194 1 4 1 - 10 194~ 5 4 |
4. Clhewical Industries
(1ncluding vil vefining) 9 4,050 3 3 2 3 10 4,005 S | [}
5. Luildiog Macerials
(exetuding Luilding cuntractors) 20 364 6 1) | - 4 S 35 1o )
6. Class Industries 2 15 2 - - - 4 [ ] ] -
7. Plastics Industrices 2 41 \ t - - 4 6 1 )
E. Basic Metals
(Vroduction and working;: not
fabrication) 2 1,006 - 1 - 1 4 3,162 - 2 ]
9. Mechanical ladustries 29 122 23 6 - - 9 1,91) J6 1] |}
10. Etlectrical Industrfes 4 136 1 2 1 - 40 LB N 7 L2
1. Transport
(includtog ship repatring) 3 1,928 - - - k] 20 2,340 [ 11 1
12. Miscellaneous ] 4 | . - 1. 94 -2 5 .
Total 163 8,585 108 42 8 » J20 13,001 200 92 13

1owith pleyee

Y [ITTINCY I

Source:  1973:  Industrial Plannlng Study Ly AUTIHM, August 1973
(Lnployce mumbers adjusced 1o 5 companlas whore enployse tumbors scemud tncompatible with turnover).
1977: Bahvailn Ouvficial Industrial Divrcctury - Ministry of Duvelopment and Industyy
(Plus 50 amall carpenters' shups).

v

" . ) . -
1/ Bahrain. Current Economic Position und Prospectu", World Bank, Wanhin on, June 28, 1974, Rapoxrt

This appears low cowpured with the 1973 ligure.

stattétical Appendix, Tablo 8.1

No. 2058-pH,
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- DETVRTT T AT
APTZAHE 3 LIBCUR CONDITIONS, POLITY AWD 2=XULATICUS

1. EISTCRICAL BACXGROUND

- ) - -l N 3 WS v o e
AS 2 result To ia2 fztal decline in the peari-3ivirs  indusir

)

tion that the Zritish autherities, wrich directly contrclled tle
country at that time, introduced severzl legzl! reforms cn latcur
canditions and wages in the gearl-siwring industry. These two com-
bined factors made chezp labour force availatle to ZRPCC, the Zarzrain
Petroleun Corporztion, which was still searching for oil, Indeesd,

the reforms forced upon the peari-—diving indasir; by the Iritist
added to new 2nd real opportunities for Jcdos in 3iPCC's instzilalions
and offere¢ the local latour force = Dctaniial tasis {or regulzr and

relativeily nizgz wzges, 3APFCO found atuncant 2nd cheszp 123

B
h
g
e
'Y
o
.—‘

o

ly, 3z2hrzini workers were ccrcentrated in suovzlierm (2%s,

and foreizzers in tcp and intermediete Dositions, Accerding to Livtle-

field & | trhe 0il company, the major empilayer, preferred %o enirust

foreisers within top positions in jects net resuiring skilled werk ...

1/ "The Adninistrative Repert fer the TYears 1228 - 1237
"Tke number of workers in pearl—diving decreased gradually frem
1300 workers in the year 133C to 10,0CC workers in the yezr 1535,
the tiggest decline took place tetwsen 1333 2néd 1335, zné #=25 eftz-
meted 2t more than 6,000 workers or 33 per cernt of the totzl latour
force in trhis orofession.”
See AL-RCVAIHY and z2ls8c AL-UBEIDY ISRAYIV-GIALAT: "The Naticna:

Movement in Bazhrain 1914-1371¢

|I\\)

AL-RUMAIFY, l‘ohamed. Gh.: "Problems of Political and Soci
in 3ehrzin, 1320-1870", Zuweit 13573, Al-ilzndak, Zditing and

bution House, p. 131, in Aratic;
SFEAVADRAN, B, "The lliddle EZast and the Grezt Powers", YNew Ycorli, 1353,

LITTLEFIZLD, R.I.: "Ba2hrain as a Persian Culf State with Reference
to ite relations wo Great Britain and tte Provincs of Al-Hasa",
Beirut, 1564, 2 dissertetion for rasters Desgree, american University
of Beirut, p. 73.
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s. 733P00;, 3ahrain: werkeIs wWere empocyel
4
-t

weer 2-csphing lower wages tharn 3enhrainis. < Indeed, the mumber of
1 ;

rioi from 6703 to 3716 persons, the percertage of 3Zshrainis Iin txi

4521 =2wa
tYes T
FY

2

3%
total feli frem 75.5 per cent in 1343 o £1.3 per cent in 123Z.

According to BEILING and PCRTIR, araund £C per cent of the izteur force

in Bekrain were employed at BAPCC during the aid Jiltles.

In 23dition to = small popuiztiorn, eapisyment wa2s limited to

Bghraints enterprises existirg 2t that time. This was due tc ze

emiratals unisrdevelopes ecemcny =né its mzjor Zejendence on ire oil

ard serrices sectsrs. Accerding to 2 cemsus made in 19

)

no mere thar 637 enterprises registared

1 2ntergrises, 27

Y
(WL
3

ming majority, i.e.

Z
T
microg—enterprises, each employing not nore thzn fire perscns.,

1, AL-RUAIEY, loramed, Th.: "Prgrlams of Political znd Sce
in Janrain, 1320-137C", Kawsit 1372, il-Wghéan, Zdising 2

tution Zouse, p. 132, in Aratic,

2/ JAXELZ, Berrain, p. 77

3y BELIVG, W.A.: "Recent Deve.opments in Latour HRelztions in
in: liddle East Jourmal, "ol. XZII, Yo. 2, spring 1357;
POSTER, R.S.: "The Third Pcpulation Census of Barrain, 13

Beirut, 1961;

SEAWADRAY, R,: "The [liddle Ezat and the Creat Powers", liew York, 1353.

85

\n
N
L
"
w
ty
[} ]
b
1)

]
(i}

znrain With the cverwhel-

e 3 - - e % < -
r cent ol 22 %oval, Seing

4/ PCRTZR, R.S.: "The Third Populztion Cenaus of Bahrain, 1333",
Beirut, 1561, p. 42
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Furtrhermere, during th2 szme ter:isd, ths IrTirzta Teins undas
Srivisr raie, employment wWas comcanmirat:d in seven Ssreim anter-
Srises. ipaxt from 3APCC, which is 2 oint suisidizry of Swe T3 wul-
tinationzl corporations, Tut largely registeres in Ca-aga, there
were sSix oihar majcr employers in the Emirate, which were Zrisish,

- These were ihe Seven major emdloyers:

1. ACXZ Company for tmilding ard constructiom

2. 3aPCC fer tre ocil sectier

1. Grey ¥zxenzie for sez <razmsserizticrn

2. Tre Zast ifrican Tez:r Zasterm lorperztisn (Zi7E;

dezlling Wil corsuTer Iweds

3. The Catla and Wire Cargoration {0WA.

5. Tre 3rizish Cversess lirwers Cargerzticr (Kil, !

T. The 3Zritish Llitzry 3ase in il-Vuharrzc ang sl-Jeferr.

Many Zahr:iini Workers wno nad emizrziad e 3aud: irzliz tc wWark
in 1t3 sew 2nd develoDing 01l 1nduUsSIry were expellei Snom t2iT sguntrv
following ihe strikes in 11s oil :irndustry in 1333, Wren thcSe workeos
returmed t5 Janrz2in, The unemtlsyment srotlem Teczme 72X 3eriTis v
the emirzte of 3ahrainm and, comsesuently, 2 Specizl .Lztcur Tciri was

) estatlished 3y the 2usherities T Supervise tha latour =arkst zné Shs (
industria. reizsicns. The nunter ¢ uremzisyed was in reasing in the
[ mid fifiies, ané the openirng 5f the Imirate to immigrents mads tnIings

more difficult. Under irese conditicns the lzdour toard was only ertiy

successful in firding Jobs

tasle Yo. 1:

followin

unempioyedc. This 1s ghown
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Table No. 1

tnemzioved remstered 2t the Latzur Scerdi -
3shrain: Toreigners f
'Registered Regzister i
Iu”ze:xnlf‘ved __Emoizwec Unemsicresd M35 v2s
: » ' :
veogs ~c2 =2 -
P985 2535 336 %o empicymert a2utlorized
! e * - -~
11353 1223 1133 mow "
. s, i s -
957 34 i 1C23 323 221
H
{155 1388 v 1247 332 <23
]
1983 ¢+ 1122 ! 377 £33 el
i ! |

=ty T erZ
# JL-xUE2IZY, T. 5C

# LITTLIFIZLD, 2. 7T

L 4
-
1 iCi.LID, Atdallan: "Cn the Conéiticns of the Estatiisrment of tre
£irst Trade Union in the Gulf | Bahraini Federation of Lasour;",
in: Al-.a.ri:; {mcrthly;, To. 6, 3eirut, Decemder 177>.




2 . EDUCATICY

Regular educatisn in Jakrrain started ir 1919 with the cpenirg 37 the first
primary school for Tvoys. In 1228 the first primary school for mrls-
was ope{ed, ard in tha: same year a group of Zahraipi siudenis was
sent to the Americar University ir Beirut. A yeaxr later educaticn
was put under direct Coverrment zontrol. In 193€ the firsti secondary scnoal for
boys was also operned. Religicus teaching degan in 1943 and was fer
boys nnly. In 1951 the first secondary school for zirls was cpered.
Previously, the education system was made up of only two stages, namely
primary and secondary, tut in 1961 the intermediate stage was iniroduced.
The male and female teacher trairirg colleges were cpered ir 1866 and
1967, respectively. Available datal/ ipdicate that the number of
students in both state and private schools 1is increasing, except
for a slight decline in 1976/77. The teachirg staff in these schocls
was also increasing annually, excep: during 1976/77. Additional date
on state and private schools, irciuding the naticralily of the

teachirg staff are presented aere.

1/ State of Banrain, Ministry of State for Cabinet Affairs,
ngtatistical Abstract 1977", Bahrain, Octobver 1978,
Directorate of Statistics, Section 4, Education Statistics, p. 57.
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Literacy, Educational Attainment, and School Enroiment

Data are available with which to deacribe the lileracy, educatiorai
attainment, and sckool enrolment of Bahrain's population. Literacy was
defined as the ability to both read and write a simple sentence. The
smaller increase in literacy between 1959 and 1365 than between 19635
and 1971 may be due to the more stringent definition in 1965. Educational
attainment refers to the highest level of formal schooiing coampletec by
the adult population (age 20 and older). School enrolment 1s measured
by the number of persons who are enrolled in school at each educationa.

level.

2.1, Literacy. Increasing literacy has been associated with increasing
industrialization, increased productivity, higher incomes, and improved
living conditions. The manpower needs of rapidly developing societies
have been met by increased educational opportunities. Nakhlek [ 1374) nas
also'pointed out that the ability to read and write couditutes a minimum
requirement for participation in all aspects of an increasingiy complex
society. Increasing literacy has accompanied 3ahrain's development. The
percentage of the population aged 15 and older that i illiterate dropred
frem 75 per ceat in 1959 to £C per cent in 1371, A3 shown in Pigwe 1,
all sex and ratiorality groups kave participated in this decline, with
the exception of non-Bahraini males between 1953 and 1265, Patterns Doy
age also provide insight into historical trends in illiteracy. Illiteracy
in the older population reflects the limited educational opporiunities
available more than 40 years ago, while literacy has increased in tne
younger population, whick can take advaniage of recent educational ex-
pansion. Pronounced declines in illiteracy among young adults are illus-—
trated in Figure 2. These declines have accelerated during the last 30 -
40 years for 3ahraini males, and during the last 15-20 years for 3ahraini
females, The literate population increased SO per cent between 1950 and
1959, 38 per cent between 1959 and 1965, and another 67 per cent between
1965 and 1971. Although progress has been made, and rates of illiteracy
in Bahrain are lower than in other Arab states around 1970, illiteracy
rates in Bahrain have exceeded world rates since 1950 ( Popuiation Refe-
rence Bureau, 1975).
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Figure 2

percent Illiterate by Age, Sex,
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Source: Bahrain, Ministry of Finance
Statistics of the Porulation
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and Mational Econsmy, Statistical dureau.
Census: 1971, Tables 5 and 16.




Improvements in literacy among 3ahrainis in tke dopulation re—
flect the expansion of the educational system during the 2Cth century.
However, more than one half of 3ahrainis were illiterate in 1971, Al-
thcugh the literate population grew 134 per cent tetween 1353 and 1371,
from 12,594 to 35,779, the illiterate population zrew 11 per cent. All
of the increase in the illiterate population was due to the increase
of illiterate women, from 28,710 to 34,500. Since the illiterate femaie
population has increased while the illiterate male population kas de-
clined, women constitute a growing proportion of the total Banraini
tlriterate population, from 50 per cent in 1953 to &2 per cent in 1971.
It should te noted that by 1971 the female population was less literate
than was the male population in 1959.

Changes in literacy among non-Bahrainis reflect changes in the
composition of migrants by nationality and occdpation. If tke demand
for skilled workers is rather stable in 3ahrain, then major cianges
in migration will involve unskilled workers. In times of net :amigration
tre illiteracy rate may rise, with the infiux of unskilled workers.
In times of emigration the rate may fall, as the same workers seek
employment elsewhere, In general, illiteracy amorng ron-Zazrainis has
declired, as it nas among 32hrainis., Only non-Bakhraini males experienced
an increase in the illiteracy rate teitween 1353 and 1365, a pericd of
immigration do Bahrain. Patterms of iilliteracy by age illustrate the
combined effects of age and educational opportunities availabdble in the
past, and changes in the occupational composition of aigrants (?igure 2,
Clder non-Bahrzinis had few educational opportunities either in th (
country of origin or in 3akrain. While total illiteracy rates have
fallen over time, the population aged 20-24 shows a decided increase
in the rate of illiteracy. Even in times of emigration, such as during
1965-1971, young adults in their 20s and 30s have moved to 3ahrain.
They may have led the major influx of unskilled workers to 2ahrain that
has occurred since 1971. The lower illiteracy rates among non-Bahrainis
in their .78 and® 40s may reflect the higher skill levels of older migrants
or current residents in Bahrain, Non-Bahrainis 15-19 years of age are more

likely to be attending school irn Bahrain than are non-zahrainis in their
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20s, and thus have lower rates of illiteracy.

Since 1959 non-Bahraini females have teen the most iiterate group
in 3ahrain. Although older non-3ahraini women are less literazte than
older non-Bahraini men, less than 40 per cent of younger foreign women
are illiterate, compared with nearly 60 per cent of foreign men. As
Fenelon (1363) noted in znalyzing the 1365 census data, unskilled wor- -
kers tend to come to Bahrain on their own, leaving their fzamilies at
home. Those women who do come to Banrain have specizlized skills them- .

selves or they accompany skilled workers.

2.2, Educational Attainment. The educational tradition in Bahrain is

over fifty years old. In 1919 the first primary school for boys was
opened. In the course of the following decade the first primary school
for girls was establiskted. Secondary education began in 1339 for boys
and in 1951 for gzirls. The intermediate level schools, between ‘:ze
primary and secondary levels, were instituted in 1961, Increasing pro-
portions of the population have veen taking advantage of these educa-
tional opportunities, as indicated by the educational attainment of
the population of 20 and older. (Unless a specific age category is
mentioned, the following discussion refers to ithe population of 20
years of age and older) The population tha:t nad completed intermedizie
or higher-level education more than doubied between 1565 and 1371.

The per cent of the population completing more tham primary educaticon
increased form 10.2 per cent ir 1965 to 17.5 per cent in 1971, as shown
in Table 2. Younger age categories have been able to take advantage
of more educational opportunities than older age groups. While only

) per cent cf the population aged 55-64 in 1971 had more tkan 2 pri-
mary education, 33 per cent of those aged 20-24 had this education.

Bahraini females remain the least educated category, although .
they experienced the greatest increase in educational attainment te-
tween 1965 and 1971. The number of women who had completed more than

a primary education increased more than six times. Although schools

for girls were not available until years after comparable schools for




—

|
()]
0

Table 2
Percent cf the Pcpulaticn in Ages 20 ané Gicer
whe Have More than a Primary Tducation tv Sex and
yvationality: 1963%and 1971
Nationality Tceal Males Females
1965
Total 10.2 12.6 6.5
Bahraini 4.7 8.2 1.0
Non-Bahraini 23.9 19.6 38.3
1971
Total 17.5 21.8 11.6 |
Bahraini 13.4 20.8 5.8 .
Non-Bahraini 28 .7 23.6 45.0 i
< ,
Ages 21 and clder in 1965:
Sources: Banrain, Finance Departnment, Tourth Census of Pczu-
lation: 1965, Tables 37-453; Bahrain, Ministry of
Finance and National Economy, Statistical Bureau,
Statistics of the D2ornulaticn Census: 1971, Tablas

16-13.
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p boys had been started, it is evident that cwitural restictions on wo-
men have prevented them from taking advantage of availatie schools
and programmes. Only recertly have women gone to school teyond tie
primary level. 25 per cent of women aged 20-24 in 1371, compared with
only 5 per cent of women aged 25-34, have more than a primary educa-
tion. Bahraini men are far ahead of their female counterparts, since

60 per cert of men aged 20-24 have more than a primary education.

The norn-Bahraini population with more than a primary education

increased by about a third between 1365 and 1971. Non-Bahrainai women,

45 per cent of whom have education at tke intermediate level or higher,
have the highest educational attainment of all four sex and nationality
groups. The low fercility of non-Bahraini wcmen is probably related to
this high level of educational attairment. Although a large proportison
of non-Bzhrainis is unskilled, another group in the foreign popuwlation
is filling 2 need for more hizhly skilled workers in 3akrain's economy.
Whiie non-Bzhrainis constitutzsd 27 per cent of the population aged 20
and over in 1971, they constituted 67 per cent of those with educational

attainment peyond ‘he secondary level.

2.3. School Enroliment. Muture patterms of iiteracy and educztional

attainment will be determined by the progress of children who are cur-

rently attending school. Table ) presents enrolment rates, the ver-

centage of the population that is attending school oy age, sex and

nationality. The 1965 and 1971 censuses provide the basic information. ' Q
Enrolment rztes in 1976 are estimated for Bahrainis only by relating

school enrolment in the 1975-1976 academic year (Bahrain, Ministry of
Education, 197€) to the estimated populatiom in 1976. Current enrol-

ment rates imply a substantial improvement in both literacy and edu-

cational attainment in the future (Table 3). .

Over 60 pur cent of the Bahraini population in the a2ge group of
5-19 is enrolled in school in 1976. The age category of 10-14 years
has the highest enrolment rates. Since 1965, enrolment rates for boys

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




Table

a
Enrol ment Rates by Age, Sex, and Nationality: 1965, 1971
and 1976 (Bahrainis Only), and Mean Annual Percent Change

Sex Bahrainis Non-Bahrainis
Age 1965 1971 1976 Mean Annual 1965 1971 Mean Annual
% Change % Change
1965-1973 1965-1971

Total

5-9 48.4 47.8 58.4 1.8 60.4 62.5 0.6

10-14 74.8 79.8 84.0 1.1 78.3 82.7 0.9

15-19 48.3 51.1 49.7 0.3 25.5 26.5 0.6

i

Males %
5-9 56.0 52.4 63.6 " 1.2 61.4 64.3 0.8 !
10-14 92.1 91.5 92.0 -0.0 76.1 8.8 0.6
15-19 68.° 60.6 54.9 ~-1.7 22.0 20.9 ~-0.8
Females

5-9 40.9 43.2 53.1 2.7 59.2 60.5 0.4

10-14 55.9 67.8 75.8 3.2 77.3 83.8 1.4

15-19 28.1 41.6 44.4 5.2 35.2 38.8 1.7
" —

Percent of the population enrolled in . hool.
Sources: Bahrain, Finance DLpaerunt, Fourth Census of Population 1965, Tables 33-34;

Bahrain, Ministry of Finance and National Economy, Statistical Burcau, atuL\stics
of the Population Census: 1971, Tables 5, 17; Bahrain, Ministry of Fducation,

Planning Directorate, kducational Statistics for the Academic Year 1975-1976¢,
e ABR-Y29 1Yy CLL
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¢f the age 10-14 have stabilized at over $O per cent. Enrolment rates

at the aze group 15-19 show some declirne. Rates for 3anraini girls

have increased in all age groups, out most noticeably among those

15-19 years of age. The increased enrolment in tke age group of 15-13

may explain the delay in marriage noted earlier in this chapter,

Girls now constitute 45 per cent of the school population in ail

three age groups. Since 1971, Bahraini girls bave constituted 43 per .
cent of primary school enrolment, 45 per cent of students at the in-

termediate level, 54 per cent of general secondary students, and 33 .
per cent of commercial secondary enrolment. In addition, Bahraini

girls make particularly good students: they are less likely %o re-

peat a grade than are boys, and they are more likely to pass exams

at each level.

Non~Bahraini girls also show increasing errolment rates at
older age groups since 1265, although their rates are similar to
those for non-Ba2hraini boys. Such similar rates are surprising,

since women have substantially higher educatioral attainment &han

men at older age groups. {Table 2). The school enrolment rate for
non-Bahraini males aged 15-19 is particularly low, indic¢ating employ-
ment at relatively young ages.

To summarize, information on school enrolment, educational attain-
ment, and literacy, show a consistent improvement in the educational
status of the porulation, although the rural populatiorn, women, and
Some age groups have yet to participate fully in the educztional
system. Such progres. ‘s both a determinant and consegquerce of eco-
nomic development in 3ahrain. Higher levels of educational attain-
ment among women have already led to delayed marriage and lower fer-
tility, particularly among non-3ahrainis. Although the quality of
education cannot be assessed with available data from censuses and
surveys, the demand for higher education is growing, the labour force

participation of women is increasing, and the general educational

attainment of the labour force is increasing.,
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June 28, 1978, World Bank, Report No. 2058-BH, pp. 9-11
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Taole 4: Grzduatas az Culf Techniczal Ceollege
(1872773 = 578/77)

Bahraini Crani To%al Grand

Year Male Female Mzle Fezale M3ale Tecoaie Total
1972/73 8 10 2 3 . 10 13 23
1973/74 19 16 4 - 23 16 39
1974/15 48 21 8 2 56 23 79
1975/76 i3 24 7 S 40 29 69
19758/77 22 24 - 3 22 27 49

Source: Ministry of Edecatien.




Table §: Banraini Sgudenes 1a Higher Tlucati
ty Country and Scecializacion, 1976/77

Saudi
Speciaiizazion Egypt Ruwait Ir2g¢ Arabiz UK Indiz USSR Qacrar Ledbancn Cthers Total

Medicine 12¢ - - - - - 22 - 5 43 i%a

Pharzacy 11 - S 1 - - - - - - 17

Eagineering 57 10 32 48 1 - 18 - 28 20 214 :
Sciences 66 86 41 42 - - S 16 14 11 231
Machemazics 35 2 8 4 - - - 17 4 - 70 -
Cer=ercial 132 146 4 18 - - - - 1 6 307
Adainistration 7 13 42 3 - - - - - - 65

ané Econoaics N
Economic and Po— 19 10 6 - - - 1 - 1 3 43

licical Scinece
Law . 26 3 4 - - - - - - 1 65
Law aad Sharia 8 1 - 7 - - 14 - - 2 32
Fize arts 33 - 4 - - - 1 - - 2 &9 :
Aratiz Language 66 37 2 10 - - - 12 - - 127
Eaglish 40 33 2 18 2 2 - 14 3 S 121
History u 30 2 s - 2 7 - 4 62 !
Geography 14 46 1 13 - - - - 4 s. '
Philoscony - 3s - - - - - - - 9 44 ,
Psycheclogy and 35 85 3 17 - - - 1 2 3 145

Soclolegy
Arts 60 65 55 17 - - 1 2 S - 205
Agriculzure 4 - - - - - - - 13
2hysical 14 - 4 - - - - - - - 18

Educazion
Music and 7 - - - - - - - - - 27

“heatre
Craduate Course 10 - - 1 3 2 2 - - 7 25
Ozhers 41 - 13 6 159 90 k] 16 1 156 343

Total 842 636 248 212 165 96 77 84 64 136 2,553




CHANGES I BARCO's EZMPLOYMENT AND RECRUITMENT POLICY 197C - 1977

At Bahrain Petroleum Company {3APCO) the number of staif mem-
ders almost quadrupled between 1970 and 1377, jumping from 10CO to
38738 employees. (See Table § ).1

Different national categories are recognizable among BAFCO's
employees, and their shares have changed during the years 197C-1977.

1. Banraini nationals were and still are by far the major ca-

tegory of BAPCO employees, their number increased from 391 in 1970
to 3205 in 1977; their relative share, however, decreased during
that pericd from 839.1 per cent to less than 32.6 per cexnt.

2. British expatriates multiplied by more than five from 57
in 1970 to 297 in 1977.

3. Commonweal:ih citizens multiplied by more than nine, with

their number junping from 25 to 244 drring the period considered.

4. Empioyees under the category Cthers multiplied by slightly

more than seven: 11 in 1970 and 78 in 1977.

5. Americans also multiplied by almoss twelve, with threir num-

ter jumping from 3 in 1970 to 35 in 1977.

6. Gulf Arabs increased only by slightly a half, amounting to
12 in tne first year of the period considered and to 19 in 1977.

On the basis of those pattern changes we can assess a recruit-

ment policy giving

- first priority to Bahrainis with a certain tendency to

reduce their share in total staff;

- second priority to increase the two categories of Rritisn
and Commonwealth employees, with their combined number

T ———

1/ State of Bakrain, Ministry of State for Cabinet Affairs, Directorate
of Statistics: "Statistical Abstract 1977", Bahrain, October 1978,

Table 53, p. 92.




s> 3 r cent of the stasf iotal in 1970

jumping froa 33 ¢
to 541 or 13.35 per cent of the staff total in 15773

R
.2 2

- +third priority to increase the nuaders and percensage sbares
of American nationals and those of the category QOiners, though

still being limited in pumber and relative skare;

- a significant fourth priority to statilize at a very low level
the number of Gulf Arabs.

while the recruitment policy of local nationals and U.K. as well
as U.S. natiorals respond %o various ecorzomic, political and strategic
considerations for the company, that of Commonwealth nationals ‘o cost
and control comsiderations, and thkat of Gulf Arabs could be explained
oy political and strategic considerations for the company as well as

by the economic conditions of the Gulf neighbouring states.

Insofar as the Bakraini Goverzment achieves the take—over of 3APCC,
the recruitment policy and the employees categories and patterns may un-

dergo progressive changes.
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Table Yo. 6

231P70 Brnlovess by Yatiorality (197C - 1977,

-—low - ey

| Year
Yatiomality v~ ;
1970 | 1971 | 1972 | 1972 | 1974 | 1975 | 1976 | 1977
i
Bahrain 891 | 3461 | 3330 | 2313 | 2385 | 1335 3205 | 3205
'
3ritish 57 224 210 209 222 220 | 215 297
. |
Culf Arabs . ¥ 48 ¢4 35 30! 24 i 20 19
Commonwealth . 26 | 100 g 8 i5 ) 115 138 | 222
i | :
i i i
American f 3 11 12 21 14 19 | Rl 335
. i i
! ] :
Others o1 39 &7 ¢ 4l I 113 10 ¢ 35 i 73
i ! i ! '
1 |
: ! | ;
Total ' 1000 3883 | 3721 § 37¢8 [ 38cL ! 376& 1667 . 1873
5 H ] |
| ? I i !
Scurce: irs,

tate of 2ahrain, Ministry of State for Cadiret Affai
recterate of Suatistics: "Ssatistizal Atstracst 1
aarain, Cctover 1373, Tatle 32, . 32

-
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Table 7

+  BAPCO Ewployeus by NuLlonulity; 1970-77

Nationality 1970 1971 1972 1913 1974 1975 __1876 _ 1912
No. 3 No. X No. b No. % No. 2 No. % No. ] No. 4

gahvainis 3,900 89.1 3,460 89.1  .,330 89.2 3,313 89.3 3,385 89.0 3,335 B88.6 3,205 87.4 ; 3300 Eie
Gulf arabs 53 1.2 47 1.2 44, 1.2 36 0.9 30 0.8 24 0.6 20 0.5 ) !
Boitish 249 5.7 225 5.8 210 5.6 209 5.6 222 5.8 220 5.8 239 6.4 290 7.9 E;
Coaronwcaleh 114 2.6 101 2.6 i 2.3 89 2.4 15 0.1 116 3.1 138 3.7 300 7.6 !
Mearicon 13 0.3 12 0.3 12 0.3 21 0.5 36 0.9 39 1.0 Y4 0.9)
e ) 58 1.9

ther )

Navionalitiex 48 1.1 3g 1.0 47 1.2 41 1.1 113 2.9 30 0.8 3 0.9 )
Toral 4,377 100.0 3,833 100.0 3,731 100.0 3,708 100.0 3,801 100.0 3,764 100.0 3,667 100.0 3,944 10u.0

Source:

Batrrain Petroleum Company, Liuited, Bahialn.



4

4

CEANGES IN¥ INDUSTRIAL CCMPCSITION 1959-1571

Changes in the occupaticnal structure of the labour force reflect
changes in the manpower recuirements of industries in Bahrain. is
shown in Table 3, four irdustries expanded more rapidly than the
cmployed population in 1959-1965: +transport, storage, and communi-
cations; construction; wholesale and retail trade, restaurants and
hotels; and financing, insurance, real estate and business services,
The group of rapidiy g-owing industries in 1959-65 were joined by
mining and manufacturing in 1965-71, but wholesale ard retail irade
and restaurants and hotels experienced a relative decline in 1965-71.
Agriculture and fishing, cnce so important to 3akrain's economy, de-
clined relatively in 19539-1965 and absolutely in 1365-71. The labtour
force eaployed in community, social, and persoral services deciined
absolutely in both periods. As a result of these changes, tie in-
dustrial composition of the labour force was more diversified in 1971
than in 1959. Althouzh community, sSocial and perscnal services em-
ployed the largest proportion of workers in 1971 (31 per cent), con-
struction; mining and manufacturing; transport, storagze and communi-
cations; and wholesale and retail trade, restaurants and hotels each

employed a substantial proportion of the latour force (13~-13 per cert;.

DISTRISUTION CF MEN AND WCMN

Table 15 presents per cent distributions by industry for men and
women in 1971. It is evident that men are more evenly distributed
throughout the industrial structure than women, who are higkly con-
centrated in community, social, and personal services. Over half of
the working women would have to shift to other industiries of employ-
ment to have the same industrial distribution as men. Within the service

1/ State of Bahrain, Ministry of State for Cabinet Affairs, Directorate
of Statistics: "The Population of Bahrain. Trends and Prospects.”,
Bahrain, January 1979




Table 8

Employed population by Major Industry Group: 1959 to 1971

Mean Annual

Industry . Number porcunt Distribution .,_JEISPHFWEQ4HQE"__-
1959 1965 1971 1959 1965 1971 1959-1965 1965-1971
Total 46.955 53,274 59,590 100.0 100.0 100.0 2.3 1.9
Agriculture and fishing 4,464 4,654 3,990 9.5 8.7 6.7 0.7 -2.13
Mining and manufacturing 10,405 7,518 8,464 22.2 13.9 14.2 -4.0 2.0
Gas and water - - 1,70% - - 2.9 - --
Construction 4,739 8,328 10,404 10.1 15.6 17.5 13.2 4.0

wholesale and retail trade; .
restaurants and hotels 4,766 7,306 7,706 10.2 13.9 12.9 9.6 0.7

Transport, storage and
communication 1,631 5,494 7,743 3.5 10.3 13.0 41.2 6.6

Financing, insurance, real
estate, and busliness

aservices 273 354 1,004 0.6 0.7 1.8 5.2 33.4
Comnunity, soclal, and personal

acrvicus 20,177 19,540 18,388 42.7 36.9 3o.8 -0.5 -1.0
Activities not classified 540 - 106 1.2 - 0.2 -- -

Ssources: Rahrain, Population Cengus 19%9, pp. 19-21; pahrain, Finance Department, Fourth ggnqggiogmggug)npquz 1965,

e - g g T = Y e 2

Table 1: Bahrain, Ministry of Finance and National Economy, Statisticai ureau, §gggi§€§§§_g£~§ﬁ§;£gﬁ§]jjjpg
Censua: 1971, Table 10.
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Table 3

Percent Distribution of the Zmploved Pcoulztisn by
Major Industry Group and Sex; Percent lon-3ahraini
in each Major Industry Group by Sex: 1971

Total Non-8anraini
Industry Male, Female, Percent of Percent of
Percent Percent Total Male Total Female
Total 100.0 100.0 36.9 43.5
Agriculture and
fishing 7.1 0.1 24.9 25.0
Mining and manu-
facturing 14.9 2.7 . 33.5 48.3
Gas and water 3.0 _ 0.1 13.1 75.0
Cecnstruction 18.4 1.2 45.7 80.0
Wholesale and re-
tail trade;
restaurants and
hotels 13.4 4.5 36.8 ' 51.7
Transport, storage
and communication 13.5 3.7 34.2 58.8
Financing, insur-
ance, real estate,
and business
services 1.8 2.3 31.5 34.7
Community, social
and personal
services 27.7 85.3 40.3 41.9
Activities not
classified 0.2 0.1 39.8 100.0

s

Source: Bahrain, Ministry of Finance and llational Econonmv, Stakistic:
Bureau, Statistics of the Populaticn Censcs: 1971, Table 1¢.




4.2.

category, Women are overrepresented in the social services, and under-
represented in public, sanitary, intermational, recreational, and
personal services. This conceniration in tke social services refliects

the concentration of women in %eaching and nursing occupations.

INDUSTRIES OF BAFRAINIS AND NON-BAHRAINIS

The percentage of non-Bahraini in each induastrial category is
presented ir Table 2 . Non-Bahraini males are overrepresented in only
two industries: Constructinn and community, social and perscna. ser-
vices, In all other industries the proportion of non-Bahrainis fails
below their proportion of the total of employed males. Among women,
however, non-Bahrainis are overrepresented in five industries: con-
struction; gas and water; transport, storaze and communications;
wholesale and retail trade, restauranis and hotels; and mining and
manufacturing. In the community, social and persona. services, wiich
employ the majority of wWomen, non-Zahrainis zre only slightly under-
represented. In general, Bahrainis and non-Z2hrainis are working in
the same broad industrial categories: only 11 per cent of the ron-

rainis would have to chang: the bdranch of industry where they are

employed in order toc have the same industrial distritution as Zahrainis,

Within tne oroad categories identified in Table 2, however,
non-Bahrainis are concentrated in specific industries, Faor examplie,
non-Bahrainis are disproportionately employed in the persona., inter-
national, sanitary and recreational services. Non-3ahrainis constitute
more than helf of restaurant workers tut less than a third of those
employed in wnolesale and retail trade. Within mining and manufactur:ng
industries, non-Bahrainis are overrepresented in the manufacturin; of
food and beverages; textiles, wearing apparel and leather goods; paper
and paper products, printing publishing; chemicals and plastic products;
non-metallic mineral products; fabricated rn.tal products, machinery,

and ecuipment.

R
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Sunmary. PFollowing similar irends in other oil-Troducing ciiy—
states, 3zhrain has invested in service 2nd consituction industiries
that recuire migrant labour. Unlike many other oil-producing city-
states, however, Bahrain had also been characierized by industrial
diversification (Ealliday, 1977). While men and women were employed
in quite different industries in 1971, Z2ahrainis and non-Bakrainis
have similar distributions by broad industrial sectors. The indusirial
composition of the labour force will be changed in the future oy ce-
velopment decisions, changes in female laoour force pariicipation,
and in the educational and occupationzl composiiion of tLe labour

force.




[+ D)
|

ma. S
&

"l a 4N
SWLE W

tabour Permits Issued (137<)

1 ]

i i
1 . . oL
Industry i Total | Yon- Percentage | 3amrairi iPerce:tage
| Banraini | Share | Share
i E
Agriculture and Fishing | 86 84 97,5 § 2L
3
Mining and Manufacturin ''1650 110 67,0 545 1
£ ; P ] ?
i :
' as ! R - i
Electricity, Gas and Water: 323 209 €2,7 112 35,3 5
. i -~ - . ”~ 2 :
Consiruction 3&7 671 | 3,6 216 ¢ 22,8 {
Whnlesale Retail Trade, | 8¢ 71 i aa.3 ; 13 15 %
Restauranis and Hotels ' | <17 | ' i
! | ?
Trarsport, Stcrage and L ggo | 166 ; sz 9 } Zaf . . ‘
Communications . G0 280 52,2 : sye e
i 1 ] ; :
'i ! i | ‘ L
Financirg, Insurance, 1z § a = E PR 4 2
Real Tstat¢ and Business ; < b2 | © S22
Services ! ' ; ‘
l ! i ;
. - : .
n 3 : I ] | '
Commuzity, Social and : - -z i £ :
. I 2079 15690 7,¢ 0 ; 2
Personmel Services i 12 ! Pe [ i3 : 7y }
! f | : :
Activities not Adecuately . . ' - S .. . !
Activiv ot Adequately | 43 21386 . 39,9 | 1zéc a0, %
Tesigned . ; ' | '
i 5 l 5 :
i . ! '
! : i
Totael 3333 ésc2 8¢,1 SRS 33,9 g

Source: Ministry of Labour and Social Affairs, Zanrain,
n"Statistical Abstract 1974, State of Banrain”,
Ministry of Finance, Statistical Bureau, Banrain,
September 1975, Tavle 7Z.
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4.3. Share in Labour rorce

rzinis. is resaris the seciorzi share of

e
totzl workinz z2bcur force were concenirztezd in tiree sectors, zo¢2
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tznle No. 11.

Secter Percentaze share
. in totzl lotcur force
Services 57.7
Builéing and Construction i7.3
Ingustry 16.3
subtotzi 22.0
Cther sectors 2.0

Table No. 12 Snows th3 ilatour force distrituticn amcrng

the d4ifferent ecoromic secters. <~

17 IDCAS: "A Country Repert on the 3iate cf Benrain", IDCAd, 1972,
. pp. 5+3, text in Aredic




Secter ! dize cf <re Percenzz
! ' Lazour Forca { share ¢i tre 3Sector
! partis. total '
SERVICES 16,35¢8 537.3
1. Commerce 23
cooperztivea 3,091 - ;
: |
2. Communications .
and storasze i 3,130 -
3. Finznce 1,128 -
. i i
4. Socizl and pri- l {
vate services v 13,307 - i
; ; l
1 ;-
TYDUSTRY ! 16,673 : 15.3 !
! : \
)
1. Cil extraction { 4,526 E
2. Blectricity, 23! i g
‘ ané water p1,73¢C E ! i
3. Menufacturing and 7 ;
' others - 4,362 :
‘ i
| : '
i : é
i H i
| T CCNSTRUCTICH : 10,324 17.3
i i J

;AGRICULTURE A

!

F1LELNG ' . 2,13C ; 5.8
. l !
, ! ;
: | |
{OTF=ZR SeCTCR» : X 35- , 1.0

b oreoTaAL

Bahraini Labour Force

Non-Banraini Labour Force

I

63,215

33,343
23,467
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Table 13

1
LADOUR SHARE AMONG THI VARTOUS KCONOMIC SkCTORS (1977 ESTIMATIONS ) A

1/ MUHISTRY OF DEVELOPHENT OF BANRAIN, A)-Monama,
on th: Gtate ol Bdheein®, p, 11

IBYN

Sector <. PTotl ol Bahraini Non -~ Bahraini
malod —-—I—u;nu’ll—m T ‘l'n'f'tlez'l“ - l’uiuuluu‘ o
Tnumber | Ao | mwater [ Tge nwnbor | A g T wnbar | Fam
sharoe shre uhago YTy oY)
Services 36, 666 20,824 Y 1,843 Y n 12,618 M 1, ¥ 4
Building and
Conatruction 10,924 4,019 54 8 X 4,970 45 Vi %
Mining and
Manufarturing 8,888 n,848 66 41 X 2,919 3} A x
9
Agriculture and
Fighings 4,190 ' 3,142 ‘14 3 X 1,044 Y 1 X
. ]
Klectricity, Gas
and Water 10,129 “ Y012 54 $ X 4,910 1% kY| X
Other undertakings RUY P 621 R 1) Y 14y Al | 4 1
e e — —_— - —f e —d—— - —
Total 63, 31y " ¥1,90¢ 6O 1,91 ) 21,991 L) 1,470 7
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an anpublivhed raport, cited 1in INCAS: A Country Naport
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Sxoatriztes zre reguired to Sroduce = fe2alth cartifizzia on eniry
~ha

Sor s % . ' ; YT gaYi S & -t ] > N v PN
certifving that they zre thrysicallyr guslifiesd fer the (oo for which thsyr

annually. 3otz Zahraini 2ad expatriate workers are reguired to 23tzin

r

2 work permit and register at the inistry of Labour znd Sccisl affairs.

The expatriates' Work peraii =may 2e cancelled if 3Zaharaini wWorkers tecome
availadle tc take over their igbs or if they become .nmemzlicyed izr =
verait 1f he

month or more. The expzirizte werker mz7 2lso lose =nis

undertaikes work for another employer witizin th2 two-yesar rveriss ¢

4]

which ke is usualily contrzctuslly enzaged and Srought into 3eshrain,

The mirnimum age for empicyment is i<

is recuires =2 engs2ge iuveniles under 15, and tns

hzzarjous occupetisns. The werk week is A3 nours ¢ 3¢ during 2zmaizn,

excest Auring 3peclz. Dperiods such a3 3toc

A
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i
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3
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b
ct
il
L]
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[b]
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aasr A TS ma = Ara zrten | Sim 2wl 3 malS Pam 4 e e vl <=
excees £C, L1im2 Erg 2one AET W8T \Tlme Iz 2 21T 19T nlgnv HeTX, 13
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D2i¢ for overtime work. In case of injury on ths jot (not the empicyee'’s

P T - N N - - - N
fault, the emzicyer pays the cost of Ireaiment and full veges iuwring =2-—

v =

H‘
Y
5
12
[T

sence from work tecause ¢ isability. ZSmplcyers cf mere itrhax 50
worxers zre exrectad tg previge fzcilities for ths ezt~ tactinoc

their emplcraes.

hal o IR | - - .e g v Yan ¥ - s 7 Y 3
Istadlishments 2re requiresd tc regert te ths Uinistry oF Latour and
S P AR ~ Y -t - M . - & . M 3 - - -~ -
Sccizl aff2irs on such metters z3 the numter of werkers amployed, vacanciss,

wages, ire a2p9 and sex composiiicn ¢f Shz lzdeur force. I enforced, iris
shouls provide the inistry with much more useful dztz than is curreniiy
availazls, 1130, it is noped that tre present visit oy 2 tezam from ihe

University of Southerm Czlifornia o study the dzta situatisn in Zanrain

will improve trhe latour force dzta,

Trhe Latour Law has quite elzborate provisions for mediztion, cnnci-
liation and arbitration of latour disputes, but they
are not often used. If the workers present grizwvances z2zzinst their em-
ployer, the mztter 1s nandled informally oy %hs linistry. The empicver

may bte resuested %o raise his wages to tre level of similzr plants.

WORLD BANK: "Bahrain: Current Economic Position anderospects",
_Washington, June 28, 1978, Report No. 2058-BH, p. 13,
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S- The ¥ain labour Policy Orientations

Dae to the rapid develovment and diversification of indusiry in
Bahrain in recent years, the need for effectively meeting the Nation's
requiresents in trained manpower has veen of much concera %o tle Covermment.

In 1975 the total worforce mumbered approximately 80,000, about one-half
of whom were Behraini citizens, the remainder being expairiate workers.

% help meet the demand for trained manpower, it was estimated in 1975
that during the next 10 years, approximately 34,000 Bahraini school-leavers
would enter the workforce and that permaneni job opportunities would be

available in three main areas as follovsl/

1. Replacement of Behraini workers retiring, etc. 8,000
2. New jobs being created in the economy 10,000
3. Replacement of non-Bahraini workers 16,000

Total: 34,000

Of the three and a half thousand school-leavers who could be entering
the workforce on an average each year, approximately one-third would have
successfully completed secondary sckool and many training and higher educational
facilities for persons of that level of education are already available.
However, in the past a number have followed courses which were no% as appropriaie
to individual and mational needs as they might have beem, resulting in individual
disappointment and loss to ithe nation as a whole. With regards to the remainder,
it is estimated that over iwo thousand will enter ‘he worikforce annually, without
having completed secondary school and very few training opportunities are
available for such persons at the present time. Murthermore, in the past, a very
high number of school-leavers a%t that educatioral level have emtered the workforce
untrained and with little prospect of ever being able to follow an organised
trainiag programme.

Consequently, apart from the need for training opportunities for future
school-leavers, there is 21so the major task of up-grading the skills of exist-
ing workers wherever +this is appropriate and practicable. Naturally {here are,
and will be for the foreseeable future, jobs thai require very little or virtually
no training at all. Nevertheless, large numbers of existing workers do require
training in order to improve their skills, promotion prospects ana overall
development.

1_/ Reference: State of Bahrain, The High Council for ‘Iocationa.l Training,
Information Booklet, July 1976, Pages 1 and 2.
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It became increasingly apparent that if these probliems were to de
overcome and individual and rational training needs effectively met, then
training would have to be co-ordinated at a rational level and the recessary
training policy and plans developed. This would be the first step towards
ensuring as far as possible that all Bahraini citizemns 2Te given the opporiunity
of realising their full potential which in the final analysis will be essential

. . . . 1
for the nation's overall contirmed economic and social advancenent .
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Tre Ladour Lew

In 1375 tre Govermment passed & ccmprehensive
ting the conditions of work fcr local and foreligm employees., This lzw

concerns such matters 2s work permits for 3shraini znd expatriaie wor-

other irab nziionals., It also stipulztes vocational rahadilitstion for
injured employees, veccationzl iraining and orotectiva sreovisiisns re-

lzting to juvenile 2né femzle employzes in hazardous emplojment and
v 14 v

hours of labour. It zpplies to 2.1 private and para-statal empisye:s.
Indemnity is provided in the case of premature terminaiion cf emplcy-

=~

ment without fault ty the employee. Fowever, ihe
rolve rzther lengthy 2dministrziive snéd 2ossibly iszal procedurss.
sinister of Latour and 3ccizl iffa2irs is smpewered o

aum wage, thouzh market wzges in 3ahrain are now azout 3D Z-3 per g2y
1

i3 not meaningful in trhe present state cf the latour market. Jic form of

colleciive targaziningz is mentioned in the Ladour Lad,shouzh it refers

b
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tc colleciize 2ction

risions of the law which apply to Zanhrain: wWerkers z.:=2
st

axpatriztes, with the excerticrn that the latier
ar

ta
)

‘A~
Fob

3 task for Wwhich gualified .
and treir de-facto pension rights are limited by the Ireguently short
period of their employment. Of course, the 1mportance of prior:ity of
emﬁloyment for 3anhrainis has been reduced by tre tight lzbour marxsa?

that heretofore has prevailed,

WORLD BANK: "Bahrain: Current Economic Position and Prospects”,
Washington, June 28, 1978, Report No. 2053-BH, p. 14

z2im13 zre awvailatle,

e — i ———




5.3,

Tris lzw wa3 enacted tozetrer with the Labtouwr Law 2nd 2ppilies N
311 mon=Ocvernmert worksrs rezsardless of naticmality. 3ut Beczuse wWerk

for 20 years is recuired toc qualify fer Gid-zge pension {umlass the
worker nhas reached age %40 for males cr 53 fcr femzles), most ceneficiz-
ries are 3ahrainis. The coveraze for old-2ge pension is now z2zout 3%,CCC
workers, which is probably about 7C per cent zf tre Benraini weork Isrce.
The pernsion is funded with i
employer and 7 per cent by t

tend to rzise the cost of 3ahraini lztour consijesrzbiy zdcve that by
non-3ahrainis, thoush the health charges for expairiaies mzy Ze
nizgher.

5‘-

2 pension, insurance 15 frovidad 2zzinst

tr the Minister of Labcur and Social Affalrs f3ilowing recommendziions
LY The

by the Directors of the Gensral Organization for Socizl Insurance.
system operztes independent of the dudze? znd 1S %

ve zctuarially if-sufficient.

Little informasion is azvailabie on wage rates in the privats cr

parastatal sector Howev--, wages - whether for Bahrainis or expairializs -
or semi-skilled construction labour.
Good information is avzilzable on the Goverrment pay scale. onthly

wages oy srade and Step within grades are showm in Tabla 23 of 3tatisni-

poendix. A hign school zduats starts with zrade four (with a montrnl;”
3 - .







O

= 4
.| Iz
2

!Iﬂza ﬂm-

I e




ll..||||||||||lllIIIllIlIIIIIIIIIIIIIIIIIIIlIllllllllllIIlllllllllIllIIIIIlIlIIlllllllIIIIIIIIIIIlllIIIIIIIIIIIIIIIIIIE!IIIIIIllllll!ll!!!

OTWOU

T UOT3Ts0g

-

b

-
-

tsaces

na

aLuIsLON

"=
g

<

]

TEIBAIS

"
-+

. ¢
w3 S3WTS

=T B

3s8y

5207

-

Wl

teuaw

T Llslllsncr 7
- <

cTlLiE

-

o

g
(@]
o

)
[

)
lj'l!

(6 7]

-~






I
(¥ 7]
A\ L)
|

AATST AT TS T an — e—-
ACRITULTCEE D F_SETIC

V-

AsTiculiure 1s one cf the oldes® occupaticns amcng Zanralini Jatisrals

specially z2n ine ihree major islands Muharrag, Umm Yasaan erd Hawar,

The total areaz under cultivalion has teen increased vy 585 Jounoms

or 19.7 per cert cecmpared to 1978

Banrain production of vegetables in 1977 increased by 4172 tens or
23 per cent compared to 1G76. Area under vegetatle crops totallied 4C4S
douncms in the seven municipalities of 3ahrain during the year 1975/77.

The mest common agricultural activities are vegeiables and date production.

-

According to official statistics, scme 3397 persons wWere employed in
the agricultural sector in 1977. The main categery of the employments in
the sector was the medium 20 to 49 douncms areas (1281 employmernts out of
3397 total), followed by ir- 50 to 39 dounoms areas (749), the categeries

10 to 14 and 15 to 19 dounems (623}, as is skhewn in the folleow.ng table:

3]

stimated Zmployment in the Azricultural Sectcr (in 1877

25418 22

| Areas in Counors Znplsyments !
: . i
, 1 -4 1co

; 5-9
f 10 - 14
: 15 - 19 ) 623

| 20 - 29 1281

| 50 - 99 479 ;
| 160 - 199 349
' 200 - 499 196 .
+ 500 49 |

ny
0
[ 2

i i
' TOTAL 3397 ?

Source: Bahrain, Agricultural Directsrate.

.
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Table 1; Land Ttilizecrion in Szhraia, 1975
Area
Lznnd Under: (Ia CGuai=)l/
Vegatables 2,815 )
Alfalfa 3,346
Date Palas & Fruit Trees 10,631
Not is use
- with scatzerad trees 10,725
- bare 9,262
Laclassified 542
Total srable tand2/ 37,021

L/ 1 dunia = 1,000 square =meters = 12,730 sguare feet

3/ This constitutes about 46 percent of the pozeatially
cultivable agricultural land.

Source: Fi0 and Ministry of Commerce and igriculeoure.
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Zznrzin's sgriculture nzs conmilinusid To T2 of miner imserizncs Ln
- i S - P P e P4 Y e - -~ = rare- L
tne ecomeny, zitrcusn It is still 2 scurce =7 employment Jor ztous -3

. = - s - - -~ Y Y - -y 3 .o
its contricution to tre couniry's GDP is negligitls, accocunting for onli;

’ % ¥ - - - -y = - > Y=

1 per cent, ¥ith the increase in groundweter szlinity the Tuturs o ths
L ~r . - * g - = - = - - e 3 = > mee s Y o
indvsssr T3 o~ Tef D, Some dzte pelrs are dying for lzck of suiizdls

water. Cut ¢f 33C,CCC 2zte palas aniy 217,CCC zre praducing,zni dztes

Aradle lznd 15 confined te the noxth znd nerthwest of Zzhrzin, znd

P S s Al I X
cres, of wWnizk only 3,3CC

3150 2 few types ¢f fruiz

2]
®
v

t
srot, follswed by tometces whnich 15 the leading veselzdle crop in terms
-]

of tctzl acreage, ilfalfa ard oiher fsdders z»

farminz., The land tenure system i3 cemplex. Sixty-two Der zent 27 ths

land i3 leased for 2 short pericd averaging 3} years. Azriculiwril Srice-
tices zre primiteve; there is lzck of agriculturzl credit. lerketing z2r-
rangements zre inadecquate, and ursan development is meking 3cme encroaci-

ment on agriculturai land.

The igricultural Nepzrtment ~maintains frur exsterimental fazrms. I
ra3 been meking sericus efforts te erccurage agriculitural preéuciion hrsugsh
extensive 3uosSidy progrzmmes such as free services for pest contreol, veteri-
rary treatment, and medicine for all aninals exceprt pouliry, which recelve

a 50 per cent discount on the cost of medicine, It also provides 4:scounts




their cutput.
2. LIVESTOCK

Statistics on livestcck 2re v

o%

by the FAC was for 1275. It repcrted
1

sheep,

at stecut 176,0C0 (73,6CC we

- -r

supstantialiy. In $75,

impertes altout

»
A

laocal market. Losses anmc

z2nd ‘Tew Zealang Trziing

- . . )

to meeft =Sanraln
cempany Will censtrucst

capacity of 3,1CC tons

Despite adverse ¢

1,5CC gzoats and 330 camels. T

'y

o

.-—‘

L
!

3%

ot (iq

4]

szzeut 5,CCC head of catile, 4,3CC

2)

e numoer of chickens w=s estimated

v s - 3 7 b ‘ar Saveemas = - "= -
Sanrain Qovermnernt zni llew Zealand recently formed 2 compeny "3snraln

. =
ne 2F The inz dulman port.

limatic conditions, ithe volume of poultry produc-

tion and eggs i3 rising rapidly. This is due 15 ke considerat.e Fovern-~

3

ant becking in

encourage loca_

the form of participation in Pro

s
gidies and import protection ziven to the privete sector. In crder to

egg production, the Govermment first tegzn tc inpart

feed to sell to egg producers at reascnalle prices,which occz3ionally

resuilted in ioss to the QGoverrmert.

Later tne Govermment constructed

—
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its cwn feed mill 2nd is nmow selling the feed a2t cost. is 2 result,

se ir oarivzial ownesd ~iox2n Fawrmz whinsn
> ~—. Me ZwSLY OWNeL CrLilx=n LZe lSy MLl

2
nou number 2tout 2C. 2 drivete company for preducing chickans hzs seen

(7]

Producticn of eggs 1s hampered by the azdverse climztic conditicn
and consequently is beins zvcided Ty vrivsate invesicrs. Fowever, ihe

~

‘Gevernment estatlishes its owm poultry farm in 1273, The fars, which

is rur by the Generzl Poultry Company, wWas ezuipded 0y West Germany
a2t 2 cost of $1.3 million. It is *o produce 2tsut ££,CCO egzs =z day

at full capacity. Current productiar is about 22,CCC ezzs & iay. Since

<

3akrzin's anruz2l cornsumption of ezzs is estimated at abtout -3 millicm,
the Govermment is considering expanding tre facilities of tae General

sultry Compzny, 2nd nzs zporoached tihe ibu Dhatl Rumd for financinc.

Ais0, another project, jointly cwned oy the Jovermment zni the drrvzte
sector, 1is under constriction for groducins
fuil cepacity. The zdverse climaiic corcitions znd Ihe apperant need
for heavy subsidies, call into cuestion trhs econom

egg procduction in Zakrain.
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2.1, Pouliry Deficit

The quantity of imported poultry has increased to local production.
This might be explained as a result of disease in local poultry. In fact
deficit has been soaring multiplied almost by 400 per cent between 1370
and 1977. Local production of poultry increased from 476 in 1970 to 524
in 1977, while consumption jumped from 1492 in 1970 to 4461 in 1977.
Therefore, imports soared from 1016 in 1970 to 3937 or almost 400 per cent
between 1970 and 1977 as is shown in the following table.

Table 3: Quantity of Poultry Imports, Domestic Products and
Consumption (1970-1971)

Year Consumption Production Imports
1970 1492 476 1016
1971 1735 €49 1086
1972 . 2050 700 1350
1973 2711 763 1948
1974 2634 822 1862
1975 2837 822 2015
1976 3235 850 2335
1977 4461 524 3937

Source; Bahrain, Agricultural Directcrate.

Bahrain is to have a study to determine what categnries of agriculture
are feasible without heavy subsidy and to advise the authorities on the
level of resources needed and the most efficient way of deploying them.
Authorities are aware of the importance of this study, and the Ministry
of Commerce and Agriculture has approached the KXuwait Fund for financing
it. Based on this study, the Government will formulate a long-term
development sirategy for the agricultural secto.. Y

1/ ibid., pp. 18419
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CEAPTER 5

THE EYDROCARBON EXTRACTING SECTOR




PART I: CRUDE CIL

1. HISTCRICAL BACKXGRCUND AMND PRESENT STATE

T™e Banrain Petroleum Company Limited (BAPCO) was formed irn 1979
ty the Standard Oil Company of California (SOCAL) orn Jaruary il, 1929.
BAPCO played a crucial role both in the discovery of o0il in Banrain

and in the later discovery of the vast oil reserves of Arabia.

The origins of BAPCO can be traced to December 1925, when Bahrain's
first oil concession was granted by H.H. the Shaikh Hdawed bin Isa Al Khalifan
to a British group named Zastern and General Synéicate. .

In 1927, an American corporation called Sastern Gulf 0il Company
secured an option from the 3ritish Syndicate and prompily sent a geologist
to explore and map the island of Bahrain. On December 21, 1928, the Bahrain
rights were transferred to the Standard 0il Company of Califorria (SOCAL).
The following month, the Bahrain Petroleum Company (SAPCO) was formed as
a subsidiary of the U.S. SOCAL. Or August 1, 1930, ‘he concessior was
formally assigned to BAFCO and this transfer became fully effective when
a Mining Lease was granted to SAPCO on December 29, 153Z.

This leese covered an arez of approximately 100,00C acres of Bahrain's
main island. Later negotiations resvlied in the lease being varied, so

that at one time it covered all Bahrain's land and offshore area.

In 1930-1931, SOCAL surveyed the island and decided that the oil
prospecis were good. Banrain's first oil well was surk at Jetel and Duxhan
("ountain of Smoke") virtually in the Cenire of the Island on Octoser 15,
1931. OCn Jure 1, 1932, oil started {lowing at 2 raie of 9,600 tarrTels

pex day.

The discovery, in an area previously thought to te unmpremising to
some 0il geologists, eventually led directly to the discovery sf the
world's largest deposits of petroleum in S.udi Arabia and the Gulf States.

On June 30, 1936, California Texas Oil Company Limited (CALTEX) came
into being, with the Bahrain Petroleum Company as the principal operating
company of the Caltex Croup. BAPCO Y is now a wholly owned subtsidiary
of CALTEX Petroleum Corporation, which is jointly owned ty two U.S. oil
multinational corporations: SOCAL and TEXACO Inc.

l/ BAPCO is one of more than 30 companies in the CALTEX Group marufaciuring
and marksting petroleum products in more than 60 countries of Asia,
Africa and Australasia.




rhen Caltex was formed in 193%, 2il producticn from the 2anrain
field stood at 12,700 darrels per dary. 3By 1970, field productisn had
reached a peak of 76,000 darrels per day.

The drilling over the years of zore trhan 300 wells for oil and gas,
and the irvesiment of hundreds of milliors of dollars, resulted in 2
total crude production of over 650 million barrels cf oil Iy the erd of

1978.

Prodiuction from the fields row averages $5,000 tarrels per day of
crude and 159 million cubic feet of maturzl g=s ver day.

A new proposal for offshore exploration was submitted to Coverrment

by BAPCO on behalf of its associated comparies.

Discussions between the Ministry 2f Development and Industry ard
BAFRCO on 100 per cent participation by Bahraini Goverrmernt in o0ilfield
production and development and local marketiag have continued alorng tae

year 1978,




2. SAYPLZ PRODUCTICY FIGURES FOR THE PERIOD 1956-1977

1,0C0 American 3Barreia per year Y

Since 1966 Bahrain also receives revenue from the idu Saafa
field located off-shore betweea Bairair and Saudi Arabia. By an
informsl understanding between the ruling families of the two
countries Bahrain is given half the net income from this field.

This source of revenus has been growing rapidly and has largely
compensated tke decline in production from the Bahrain fieid.

In the production of petroleum, efforts have been maje in the
last years %o insure that the oil is extracted completely. To tkis
purpose, the most advanced methods available are increasingiy uti-
lized. For example, there are methcds for extrazciing oil that do
not solely rely on natural pressure. By these methods it is possible
to reach the residual quanitities tkat the natwral pressure is in-
capable of surfacing. One of these methods is called "secondary ex-
traction”. !

As surveys indicate that the oil is deing gradualiy depleted,
serious explorations are wnder way to find new reserves :in the
country and its offshore area.
#Chan ze
1666~77
_1966 1963 1970 1372 1376 1577 Annual Raze

Behrain 22,521 27,598 27,973 24,537 21,288 20,475 - 9.35
Abu Safas 11,488 22,733 27,310 45,000 39,0C0 45,000 + 29.17 %

1/ BKational Paper submitted by Bahrain, United Yations Conference on
Science and Technology for Development (UNCTAD), Vienna, Austria,
August 1979, Document A/CON.81/N.P.197, 10 May 1979, Arabic and
Inglish, pege 7 |
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GRADUAL AND DIFFERENTIAL TAKS-0VER OF T8 ZYDRCCARBONS DNTUSTRAIES

Bahrain Sovermment has apclied a strategy of gradusl and differential
take—-over of the Zmirate's oil-extracting, g3s gathering, oil refining,
distribution and marketing branches.

Crade oil wes discovered in Bahrain in 1932 and row represents £0 per

cunt of the State's inca e.

The principal field is at the centre of the main islarnd, where the
petroleun lies between 1800 and 2300 feet below tze surface. Another
fieid, iou-Sa'afa, is exploited jointly with Saudi Aradia.

In September 1974, the Bakrain Gsovermment announced the purchase of
60 per cart of BAPCO's shares. On June 10, 1973, an agreement was concluded
between the State of Bahrain and the Banrair Petroleum Compary (2APCC)

restitutirg to the State a 30 per cemt sktar2 of BAPCO's rights in preducstiosn

and exploration s2il concession in 3ahrain,

The State also accuired 100 per cent of future zas discoveries, the

decision toock effect starting Jamuary 1, 1574.

A corporation called the 3aarain Natioral Petroleun Ccmpany of 3anrain
(2A0CO; was consequentiy established and erirusted with the responsitilisy
of nrandling all matiers related wita peirsleum and g=s.

The concessions of ccmpanies cover a land a2rea =f 20CC scuare metsrs,
including the islands at well as the major pvart cf the sff-shsre areas
within the territorial waters of Bahrain. 3aarain produces about 3,7C0.CCO

tons ammually from the Jasal Ad Duk=zan arsa.

A new step in the process of take-cver of the oil products marketing
and distribution was made starting on December 17, 1974, following the
transfer of property and rights of marketing and distributior of oil pro-
ducts to the State-owned Banrain Natioral 0il Cempary. These rights were
transferred from 3APCO, contrslled at 50 per cert ty the 2airain Govermmen:,
against 40 per cent by *he joint veniure Califcrnia - Texaco (CALTEX) to '
tahe State Znterprise. In practice, according to Bazrair Winister of




|

Tevelcoaent aré Indusiry, tce pracess of i-ersfar wiil <ake dlac2 folilawirg

i fferemt trazsitioral stazes

T

Q

f co-ocperation 2etweer the Iwe, Dusiic and

ivate companias. v

Y

"Sanrain, La Banoco crergée de la distribution des produits pétroliers”,
in: Le Pétrole 2t le Caz Avades, Vol.IX, Xo0.137, ler Janvier 1377.
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1., 3ATAIT TATICTAL CIL CONPANY (34%0C0!:

A Jew a=d Srovip

2cle

-,

The Compary was Sounmded Tty Acdmiral Decree i Pezruary i37S. It

begar operating or tae 1lst July of tie same year. Its maicr respomsitility
is to protect the interassts of the Goverrment <f Jakrain in the fields

of 0il and gas. According tze Govermment's sclicy, tke Compary acts ir-
co-cperation witk the 2ahrair Petroleum Compary Lti. (BAPCO), to assure tke
paxizuxn possible revenue for the Znirate. Concretely, 2ANCCO was entrustad
with tre distributior and merketing ir dcmestic market of oil aracucts,
ramely car peirol, kerosene and diesel fuels. 2aAN0CO tecane the uricue
oreducts d:stritutor except for jet ueis siorage ard aircrafis supolyirng.

One of the oblectives cf the Company is thatl of infilirziing the

7arious facets of the oil incusiry from pumping the 2il frem the well t-
- |

distritusting it ancrg locael armd foreign cormsuaers. 2irnother resporsidility
is to supply the prirmcipal comsumers sf natural ges.

3ut it is 3aarain Petrsleum Cocpany Ltd. (21PC0), a Caltex 100 per
cent subsidiary, wtbich operates 2anrain's oil ~efirery witk 2 capacity of
an estimated 290,000 barrels/day of crude oil ard the capability ~f naru-
faczurirg all sorts of petroleum praducts. This Ccampary also undertaxes
essential oil and gas fielé operations or dehall of the Xatisnal Petroleum
of 3ahrain. It owrns the Dower gererators whichk are used in its varicus

osperations.




M
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3.2. SCLL SOVETTEST CONTEOL OF SXOTRACTICY A DOMESTIC FRCODUCT dARKTT
VZRSTS FOZIGT COXTRCL OF REFINIING 4AND PRODGCT SXPORTATION

Bakrain's Goverrment has gradually takem cver the country's cil ;
and gas explioration and production as well as the zarketing and
distribvuation of oil products in the Zmirate. To the corntrary, tke oil .
refining and the o0il product export-marketing in the hands of CALTEX's
subsidiary in Bahruin has been kept till very recently as we'il see.
In 1975, the Government bagan by taking 60 per cent stake in BAPCO,
the CALTEX'S operating subsidiary iz Banrain.

In 1978, the GCovermment took over the marksting and disiridution
of oil products in 3ahrain. However, CALTEX will contirue to owm its
250,000-barrel -per-day refinery as well as market the plant's output abroad.
™us Babraini GCoverrment took over the domestic product market but meither
local refining nor the export crocdnct marketirg.

On December 15, 1979, an agreenent givirg ihe Bahraini Sovernment
tfull control of the country's sil and gas exploration and production wus
signed by 3anrain's Development and Industry Minister and the President
of the U.S. CALTEX. The Compary was %c bte compensated for its 40 per cemt
share in BAPCO according to the latier's dock vaiue as at December 11, 1978.1",

The partial takeover c¢f the sector oil-production arnd extraction
hags Seen Zsliowed by a similar zove t0 a Zovernmensal takeover of the
wWhole local cil-product marxeting and distridution in 1973, and of the
gas sxploitation and production in Decemter 1573. All taese operatiors (
were previocusly handled Sy the Bah-zin Petroleum Company (3APCO), a Caltex
subsidiary in which the Banrain Goverrnment acquired a £0 per cent share
in 1975. 1In addition, Caltex holds a 12.5 per cent stake in Bahrain .
National Cas Compary (BANACAS), which has operated a gas-gathering and
treataent complex for associated gas from 3aiarain'’s oil fields since the
end of 1979 and is owned also by tae Bahrain National 0il Company (3A¥0CO)
with 75 per cent and the OPEC-sponsored Arab Petroleum Corporation
(APICORP) with 12.5 per cemt.

1/ "Bahrain Goverrment Takes Over Full Control of Oil 2rd Cas Exploraticn
and Production”, Vol. IX, No. 199. Arad 0il and Gas, Paris,

1 Jamuary 1980, p. 15.
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Tacle 1 :  Cruds 041 Production, Abu Saafa Fleld

(In thzusancs of U.S. barrals)

Tear Preduction
1972 34,173
1973 39,411
1374 43,754
1975 21,327
1376 39,160
1037 40,377
Source: iinistry cf Finance and Natioral Scoacmy.
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Turthermere, tihe Sahraini Govermaent was to oper negatiziicnms in
Maz 133C cn the purchase of a s32Xe in the Caitex—oux e" relirery in
3ahrain. The Goverrmert is seeXing a €0 - to 70 € pa~ticipation in %he
250,000 tarrel-per-day plant whickh processes all of Bahrain's crude
output of around 50,000 barrel/day as well as 200,0C0 varrel/day of
Saudi cmfie.l/ "

In 3ahrain, onshore procuction was 2C.19 million darrels ir 1972
and outzut from the recentiy-developed jcint Saudi-?a’:x:‘a.i: Atu Saafa

of fshore fialsd reached 25.42 millicn berrels.=

This put 3ahrain's total 1973 producticor at £3.47 =illion tarrels
equivalent %5 125.0C0 barrels a day, the smallest productiism in the
ourr.d/

The %total sutputl was tws Per cemt ug or 1F77 When onshsre nroduciicn

stoocd at 21.23 milliow ta-rels and offshsre output at 23.53 aillism,

The value of petrcleun experts, including refined sil sroducts,

.—l

a.so rose, by 2.2 per

(2]

en:, in 1973 to reack 585. illicw Zanrairi Tizars

(34
19
®

{about 1.47 billior dollars), according teo resort releasad om July 2%
\ ’ - 1]

1379 Ty tze arrain Monetary Agency

1/ Ara: 0il and Cas, Vol. 9, No. 208, 16 May 1980, t. 18.
2/ The Bahrain 'ionetary Agercy, annual report, 1972, Baarain, 1972.

3/ Sanrain crude oil production from 3ahrain's traditiorel onshore
oilfields declined last year ty 4. per cent bdut increased output
from offshore wells shared wit: Saudi Arabia meant an overall
increase according to officizl figures released on July 29, 1979.
In: Emirates News, Abu Dhabi, Ramadan 6, 1399, JSuly 30, 1979.
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Tabix 3% Crude 911 Preduztion and Ra2flning

(In thousanss of ¥.5. barrels)

Produztion: Rong to Refirmery !
danrain Total Stoec:s Totz)
Year Field Bahrain Arzbiaa Crude Ren Procesgscd  Processed
1872 25,5G38 25,566 60,309 85,875 1,363 87,223
1273 24,948 2k,882 64,745 89,626 1,127 90,753
1974 254,597 24,588 64,334 89,420 1,975 91,355 .
1975 22,309 22,113 49,901 72,014 1,118 73,133
1376 21,253 21,212 53,795 89,G07 786 30,793
1977 21,236 21,237 73,233 94,470 763 95,233
Source: Ministry of Finazce and Hational Econoxy.
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PART I: NATIYRAL Gio

(o)

Bahrain possesses a significant supply of natural gas, wiich is
considered as cne of the major sources of energy. ~Reserves are

estimated at between 8000 and 11000 billion cubic feet.

Production of raturzl gas in 1977 reached 121.2 million cudic feet,
Production was estimated a2t 332 million cubic feet per day for 1977
compered with 294 million cubic feet per iay for 1976, and 278 million
cubic feet per day for 1975.
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1. GA> UTILIZATICNS

Contrary to what happens in its Arab neighbours on the Gulf, gas

is not flared in Bahrain.

During the period 1972-1975 the gas produced in the Emirate was re-
injected in its oilwells. This may be related to the fact that the coun-
try is the first Areb and Middle Eastern oil exporter to face the run-off
of its domestic hydrocarbon reserves in the short term. 3y re-injecting
all the gas locally produced in the oilwells between 1972 and 1977 the
country has been implementing a policy to extend the duration of domestic

oil-reserves and save the associated gas.

Hovaver, during the years 1976 and 1977, one fourth to one thirg
of the produced gas was re-injected in the oilfields. In this respect

we suggest three combined considerations:

1/ that constant and relatively substantial amounts of gas
have been re-injected over several years in the oilwells,

while the latter's output was declining regularly;

2/ that the development of gas—consuming industries created
an increasing demand for gas;

3/ that the economic value and marketing opportunities of
gas were increasingly recognized. Q




Bahrain Gas Utilization Pattern (1972 - 1977) Y

Produced

1972 1973 1974 1975 1976 19717
Produced 1838 2834 2876 2876 3043 332
Re-injected 1838 2834 2876 287.6 864 1069
Utilized 2179 2383
Flared - - - - - -
4 Mared to 0.0/ 0.0} 0.0/ 0.0% 0.0/ 0.0/

_lj OAFFC. Sixth Annual Statistical Report, 1977-1978, Kuwait, OAPRC.

o — — ————
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Zable 5:

Jatural

Gas Production - mm.c.ft - (19724-1277)

Period Arab Kruff Total
1974 20803 79256 1cc053
1975 20251 81295 1C1546
1976 203¢2 87102 107464
9 18930 102298 121228

Source: State of Bahrain, Ministry of State fer

Cabinet Affairs, Directorzte of Statistics:
"Statistical Abstract 15777, Rairain,

‘~ -.A '2 [ ] ~- ~
Octoer 1372, Tadl=s 23, p. 1l02.
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Yaturel Sas Praducticn (1972-1377) (i miliism cubis Jeel;

| Period Arat & uer & Total

i - ‘

: . . o

1972 20,803 72,2506 100,039

1975 20, 251 31,295 101,525 |

|

1976 20,1362 87,102 107,380 ‘

! }

1977 18,930 102,293 121,228 i

}

Table 7:
¥atural GJas Distritution in Bahrain (1G74-1277) (in =illiom eutis fee:}ii
Period Slectricity | Alta Refinery fe=- iwali i Total i
f Inzected ] !
. -
. ! ]
197¢ , 7,62 ! s0,38 | 21,332 10,207 76 | 100,055 |
; : . o !
1972 10,292 : 40,872 22,131 28,135 67 i 101,348 %
! ) P i
197¢ 12,615 © 41,333 22,28 30,513 74 | 107,482 |
1577 18,187 éz,09¢é 25,129 37,765 71 5121,225 |
i .

l/ State of 3ahrain, Ministry of State for Cabinet iAffairs, Directorate
of Statistics: Statistical Atstract, 1977, Banrain, October 1973,
Tacle 638, page 102,

g/ State of 3Sahrain, Ministry of State for Cabinet Affairs, Directorate
of Statistics: Statistical Abstract, 1977, Bahrain, October 1973,
Table 63, page 1031.
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2. FSATURAL GAS PRODGCTICE AND CONSUMPTION

Prcduction of ratural gas in 1977 reached 121.2 million cubic leet, a

rise of 12.7 per cent with respect to 1976.
Re-injection utilized 31.2 of <the gas production.

Aluminium Bakrain (ALBA) utilized 37.7 per cent of the productiom,
the refinery 20.7 per cent and power siations 13.4 per cent (1).

According to another source(2), in 1977, about 26 per cent was re-
injected to control the pressure in the oil fields; ALBA'S aluminium
smelting plant consumed 35 per cent of the total gas producticn, the
Bahrain Petroleum Company (BAPCO) used 21 per cent of the gas ir its
refinery operations, the rest, 18 per cent, was used for the generatiocn
of elactricity and for local coMtion needs.

(1) BAHRAIN MONETARY AGENCY, Annual Report, 1977.

(2) TFational Paper submitted by Bahrain, United Nations Couference on
Science and Technology for Development (UNCSTAD), Vienna, Austria,
August 1979. Doc. A/CONF.81/NP.107. 10 May 1979, in Arabic and
English. P. 7.
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] - e - hd Pangm v & T TNl - Smer e $ -
Taitl= 9 3 yare-_ lag Broduztion and ciswrizutisn 1/
[T =" fews S anl i Taart
LAl Tiliaee- Z3 2 TNl LS

S - o m— ——

1572 1973 1974 1575 1976 i2

producticr
Arab zdne 20,655  23,17C 20,303 20,251 20,30 18,930

Knaf? zoce Mi23 €68 79,256 81,205 87,00 122,298

Total € 838 22,255 100,959 10,5kS 197,u€9 121,223
i/
oistriduticn™
Pover staticns 6,043 €,570 7,b6h 10,292 12,610 18,1f
ALZA 26,569 37,966 k8,830 50,370 51,830  *&,C%
Refizesv2 2625 12,05 2,33 2,181 22,kc0 532
Reinjected 23929 .23t 30,307 8036 30,539 37,7¢

Avali domestic -— -— 16 67 10 oY

- - -~ - v 2 a0 -~ ~
Total g:.£¢L 32,355 189,559 1%L,5%& 1T, 1E,2E
Source: Minissry of Izdusiry az3 Tevslczazt

< S = - v 32 <ty & - >~
1/ Txeiudes gmall amounts of 2larei ges 2nd Sltao 3igeribyticp TAY LCT
egual %total oraduesicn.

2/ Imesludaes =ae low sunfur Jueo afs ragiilicy

1/ WORLD BANK: Report No. 2053-B, "Bahrain, Current Economic Position and
Prospects”, June 28, 1978



Table 93

Distribution of Gan in Bahraiu mm.c.ft. (1974 - 1977)

Period Eleotricity Alva Refinery Re~-injocted Awali Total
1974 7464 40880 21332 30307 76 1000%9
1975 10292 40870 22181 . 28136 67 101546
1976 12616 4183} 224108 30513 74 107464
1977 16167 42096 25129 37765 11 121228
Source: State of Bahrain, Ministry of Stato for Cabinet Affairs, Directorate of Statistics;

ustatintical Abstract 9", Bahrain, Octobar 1978, Yable 69, p. 103.

- et =
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FALL IY CIL 7=RSU> RISE OF Gia

In 1379, production of crude ocil decreased in 3ahrain wkile .%s
production of natural gas increased. According to the last report
published by the 3ahrain Petroleum Coapery, the crude oil output
amounted to 51,345 barrels per day in 1979, against 55,37 barrei
per day in 1978, thereby decreasing by 7.2 per cent. On the otker
hand, production of natural gas increased by 3 per ceat in 1379,
thereby amounting to 398 million cubic feet per day compared to
359 million cubic feet in 1973,

PATTERY OF GAZ UTILIZATICY IN BARRIIY I¥ 1979 ¥

Destiration Amount {(irn million Cf£/3;
used to feed ALB: complex 118 =million cf;4 of gzas

with energy

CALTEX Refinery 73, “m mom

for eiectricity power

generators g ) " oon
reinjected iz oil wells M3y " " LA
Total 89 million c¢%/4 of zas

Since DEcember 15, 1979, the Bahrain Covermment has taken over
completely the crude and gas production facilities previcusly con-
trolled by BAPCO, a joint-venture in which the Covernment holds
60 % equity and CALTEX the other 40 %.

1/ BAFRAIN PETROLEUM COMPANY, Annual Report 1979.




One of the signs of the efforts made in the field of emergy by

the National Petrcleum Coapany of Bahrain is the Sairate's decision
to exploit the hydrocarbon resources to the fuil. It has excouraged
the National Petroleum Company to contirue the praject for recovering
the gas from the 0il fields which since the beginning of exploratiorn
had been allowed to escape into the air where it has beem flared.

The izplemeatation of the proiect will take almost two years.
Bahrain will then be able to export LPG and naphtha. Furthermore, residual
gases are to be added to natural gas in the gereratior of power or in
the enrichment of petrochemicals. In tkis way, sStored energy will te
conserved. ]



4.1. 3ancco Obtains $75.5-NMillion Loans for its Project to 2xloit Associated
Gas

The Sahrain Yational 0il Company (3anoco) has sbtained iwo loarns
totalling $75.5 aillion under agreements conciuied on 14 Sepiemder. The
loans are intended to finance the project for gathering and processirg
associated gas from Bahraini oil fields.

- The first loan, for a total of $60 million, is intended to cover the
foreign currency cost of the project, and is over a period of seven
years with a grace period of three years; it will bear interest at 5/8
points above the Bahrain Iatervank offering rate (Bibor) for the first
three years and 3/4 points above Bibor fer tae four fsllowirg years.

The bank comsortiun is led by Gulf International Bark, and imcludes

The Arab Petroleum Investment Corp. (Apicorp), Chase Markattan, Chemical
Bank Intermational, Citicorp, Grindlays Bank, Lloyds 3anx Intermatisnal
and Scandinavian Bank;

= The second loan, which is markes in Banraini dirars, is for a total of
$15.5 millien (3P 6 milliom); it is over seven yeers with a grace
period of three years, and it carries interest at 8.25 per cemt. The
bank consortium which is organizing this loan, tie purcose of which
is tc finance the local currency cost cf the gas prcject, includes
Bakrain Investaent Co., Bank of Baarairn and Xuwait, 3ritisk 2ank of
the Jiddle Zast, Gulf Interrmatioral 3ank, Natioral 3ark of Bazrain and
Crartered Bank.

The oroject for gathering and processirng gas from the IZmirate plars
to use 100 million cubic feet per day of gas to produce anrually 20,000
tons of propane, 75,C00 tens of butarne and 215,000 tons of natural gasoline,
+ will be implemented by Japan Gasoline under a $72-million contract(1); '
its cost (approximately $100 million) will be firanced 75 per cent by
Banoco, 12.5 per cent by Apicorp and 12.5 per cent by Caltex(2). The work
began two months ago and should be completed in the course of 1980.

Source: Vol.VII, ¥o0.169, Par:s, October 1, 1973, p.16.
(1) 410G, 1 March 1978.
(2) AoG, 16 April 1978.
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CAS GATIZRIMG AYR PRCCESSING FACILITY

Bahrain's gas gathering aand processing facility involving an invest-
rent of more than $30m. is to be constructed by the Japan Gas Company.
This is the first major industrial contract for the Japanese in 3ah-
rain and is the emirate's first sizeable industrial venture since its
participation in the aluminium smelter, the successful Aluminium 3ah-
rain Company, in 1963.

The gas gathering project, which will collect the associated gas from
Bahrain's onshore oil fields and produce propane, butane and naphtha
for export, is the first major project for the 13-month-old Bahrain
National O0il Company (Banoco). Banoco is the youngest state oil compa-
ny in the Gulf, though Bahrain ranks as one of the oldes oil producers.
At present the associated gas is either flared or vented at an estima-
ted rate of around 100m.~-11Cm. cubic feet a day.

A subsidiary company is to be set up by Bancco to manage the project.
The proposed capital of the new company is $2Cm. with minority stakes
of 12.5 per cent, each being held by the Arab Petroleum Invesiment
Corporation and Caltex, whose subsidiary, the Bahrain Petroleum Company,
manages the island's oil fields. Apicorp is the $30Cm. capital organi-
sation of Arab Petroleum Exporting Countries investment company which
lends at commercial rates.

The Japanese bid is understood to have been in the region of $7Cm.,

and the total project inciuding land reclamation and other construction
work is expected to cost arourd $9Cm. The financing of the new company
has not yet been compl-ted, but it is known that many of the 37 active
banks in the $15.7tn. Bahrain offshore market are interested in managiang
the financing. Construction is expected to start in the autumn and the
plant to come on stream in 1980.

This gas gathering and processing facility is seen as a move by Bahrain
to conserve its hydrocarbon resources as well as a further step towards

diversifying its sources of foreign exhcange income. Although no news
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of possible purchasers of the gas products have been announced, the
project is considered kighly viable and iikely to repay its initial

borrowings within five years. y

T

1/ "Japanese win $80m. order for Bahrain gas project” in:
The Financial Times, London, 20 February 1978




CCISEZRVATION

When the National Petroleum Company of Bahrain (BANOC) was estab-
lished, one of its main objectives was the conservation of the unger-
ground enexgy resources that have been exploited continuously from the

. 19308 and that, consequently, are being gradually depleted.
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Table '0

Bahrain Qil Wells (1370 - 1877)

Hell Tear
Cenditiom i !

1970 | 1971 | 1372 | 1573 | 1974 i1973 L1976 | 1977

}

Completad 256 253 27C 27¢ 235 294 302 305
Progucing Cil 203 213 211 202 207 212 225 22¢
Producing Gas 8 8 10 13 1l 15 12 17
Gas Injectiors 7 7 7 g 5 5 8 g
Closedor 16 | 10| 16| 26| 26| 25§ 25| 25
Under Repair
Adandcned 22 22 25 28 23 28 28 23
Source: Stat2 of Zanrain, Minisirvy of State for Cabinet iffairs,

n
<t

ASe N 2

or Cabin <
Directorate of Statistics: "Statisvical Atssract 1277V,
3anrain, Octcter 157¢, Tasle &C, 3

kS
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. Table 11¢ Banrain 0il Wells ¥
5;uji:ioa 1970 1671 1972 1972 19732 1975 1675 1677
Completed 256 263 270 27% 286 294 302 385
producing Oil 203 215 211 203 207 212 225 229
sroducing Gas 8 8 10 13 11 15 14 17
Gas Injectica 7 7 7 6 5 5 8 8
Standing 16 10 16 26 26 26 26 34
Abandoned 22 23 26 28 28 28 28 27

rn

Sourca: Statistical Bureau, Ministry of Finance and Yational Ecornoamy, 3ahrain.

1/ WORLD BANK: Report Yo. 2058~3H;: "Bahrain, Current EZconomiz Position and
Prospects”, June 28, 1973
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Bahrain's limited crude oil reserves and declining droduciicn are
disproportioned with the giant size of its expori-sriented refirery.
Yowever, Saudi Arabia handed sver SO per cent of ithe ownership of Abu
Sefaa oil field. This has consequently compensated the decline of tze ;
crude reserves while parily ccvering the feedstock deficit in the lccal A
giant refinery. Operating companies recoursed to Saudi and foreign
supplies. Yet, while the crude and ges extractive sector appei'ls for
moderate and cautious extraction policies, the size of oil relining
pushes for 2 systematic and extended oil and subsegquently, gas production
to insure a2 high utilization of the relining capacity.

To measure the economic significance of this distortion in the
extractive and processing structures and their related continued policy,
é methoc could be to compare the cash revenues from the net crude exports
and imports with cash revenues of refined product exports. However, in
order to test and cuantify the effectiva benef.ts or losses of the present
structures and policy, it is indispensible to ~consider respectively the

real value adding effectively authorized by the product cost and or the

one hand, pricing systems, and on the other, lical inccmes generated from
the refining sector and the latter's costs of operation, maintenance and/

or modernization.

The assumed logic is applicable to the structural and policy-zpplying
inadaptability of the imperative need to limit the ratesof production ard
reserves depletion of tne crude and ( taough partially) gas, with the
amounts of gas being consumed and used, in the zluminium smeliing indusiry,
the electri~ity generation and the other local outlets for gas wherever (
used as energy source. However, the gas present uses in aluminium smeltiing,
electricity production and for other local forms of consumpiion represent
a little more than 75 per cent, not the totality, of the gas produced in
Bahrain., It is therefore only when the gas to be produced, will no more
totally satisfy the technical regquirements of pressure-mainterance and
secondary reccvery in the crude oil fields, that the other utilizations
of local gas will put the Emirate before a real dilemma. Yet, with the
recent development of tecrnigues of "tertiary recovery”, the question
could eventually be put whether the present pattern and scale of the gzs

utilizations, an indust.ial input for electricity generation and other




Table 1273 FORCCAST OF TOTAL NATURAL CAS CONSUMETION

- (tn wildion ser of Khaft gas equivalent)

{ear Pover Ceneration ALRA Reflnery BAPCO Avul i Total Cumulative Gag Consumped fon
BSED (Gas Injection) Domesitic Gas Con- Zoul actaa)
sumption billion scf reserves
1978 19,110 42,010 34,740 33,080 130 129,970 254 2.5
1979 21,960 42,010 36,570 35,060 130 135,770 390 3.9
ST TN 24,630 42,010 38,390 35,800 130 140,930 531 5.7
1481 27,520 42,010 38,740 36,880 110 145,260 676 6.8
i 1982 30,800 42,010 38,740 37,620 110 149,280 825 8.1
1033 34,510 42,010 38,740 38, 700 110 154,070 979 9.8 !
1934 38, 640 42,010 38,740 39,440 110 158,940 1,138 11.4 !F
1485 43,280 42,010 38,740 40,190 %0 164,310 1,303 13.0
1435 47,650 42,010 18,740 40,890 90 169,360 1,472 4.7
15387 52,310 42,010 38,740 41,640 90 174,810 1,647 16,95
1338 57,610 42,010 38,740 42,010 20 180,460 1,827 18.3
1939 63,380 42,010 38,740 42,710 90 186,930 2,014 20,1
R 6Y, 730 42,000 38,740 41,000 70 193,640 2,208 22.1
1951 715,290 42,010 38,740 473,090 10 199,200 2,407 24,1
1042 81,280 42,010 18,740 - 70 162,100 2,509 25,17

———— —— .- e e e e m it ——————— S - i - = = —— ——

Seurce . Mozo Uolunbas:  BSED Thermal Power Pluant Stwly
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Table 11:

Ts%tal Cormercial Znercy Consumpiisn Forecast for 3aarain
4 1/
vost likely Outccme of Three Scerarios (107 metric z2ns. ~

1975 1385 1990 2c0C

2.10 4.23 5.02 7.47

> o

zZ
o)

1/ U¥ World Zrergy Supplies, 1372-157¢, Urited Yations,
Series J, o. 2.
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uses, does rot already reflect a grave chalierge %o Banrain's economic
structures and policy. In ary case, the dependence of the aluminium
smelting, electricity gemeration and Jomestic censumpiion cn oil-

related gas. indicate the limited diversifyirg effec: of gas in the
largely cil-domirated econcrmy sf Barrain. PFirally, ithe steady increase
of the crude prices or whick the gas price is accelera.tingly‘a::d
irreversiovly aligning, open rew prospects for the ecorcnic relationsnips
botk of local refining to crude availavilities ard that of gas utilizaiicn

to gas availabilities.




- 132 -

1. RECENT IESULTS

In 1978 production was estinated at 7.3 per czemnt telaw 1577,
and for lornger-term projection purposes a decrease of 6.5 per cent
a year is being used. If this decline continues to 1995, production
in that year would be about 6.8 million barrels. This would approxi-
sately equal the crude required to make products for domestic needs.
At that stage, Bahrain's reserves would still be about 50 million
barrels. Thus Bahrain may remain seif-sufficient in crude oil beyornd
the year 2000.

Bahrain's oil fields, which produce around 65,0C0 barrels a
day, are estimated to have a further life of about 20 years, wkich
means Bahrain will be the first Gulf oil exporter to exhaust its
known reserves. But the island's natural gas reserves have been placed
in the 6,000 ~ 10,000 bn. cubic feet league. ¥/

In 1977 cil exporis increased in value ¢ty 21,5 per cemnt %6 3D 572.5

million cr $1,475.5 million, while 2il imports increased oy 31.5 per cent
to BD 357.8 aillion or $922 m:llion. The 1977 oil ravenue of Bahrain
rose to 3D 130.7 aillion {including revenues coming frocm Abu Saafa

procduction), or $453.7 milliox.

1/ "Japanese win $80m. order for Bahrain gas project" in:
The FPinancial Times, London, 20 February 1978
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As 2 result of cil price increases decided ty OPZC ancé adopted B

3ahrain, tze couriry's 9il reverzes are expecied o rise 19 3D 205 =illiom
(8530 million), as against 3D 130 millior (2413 =illier) in 12723, 3ahrain
may taus increese its 1979 cil -sverues Ty 23 nper cent, 2% 2 %ine when

its producticr rate continmues to decline. In tre first guariar of 1579,
Bahrain's crude 2il produciion amountad o
the whole of 1973 (40G, 15 April 197¢).

75,519 /4 =as astained in 1$7C. 2/

31,000 b/¢, as against 53,117 :/é

for A precustion recoard o8

t;

"japanese win
The Financial

580m. order for 3ahrain zas droject”, in:
Times, Lordon, 20 Peoruary 19732.

"Bahrain - 0il Revenues May Increase oy 23 ir 1979",

Vol. VIII,
Mo. 189

, Arab 0il and Gas, Paris, August 1, 1979, pp. 16-17.




- 13 -

it
)+
O
w
1
")
"
w

2.1, Zconom7 zernefits-from oii T

The imcreassg oil reverue resuitinc from tha lztest CP=C arice
nike (MEED 29:5:72, page 14; is to go iato social projecis - housing,

2ng neaitr - and industrisl infrastructure.

education

ii revenues have increased to zbcut 3D 2C5 millien {2 93¢ million!

from I 15C =iiliom 3 215 aillion. . "Tou #ill see 2 iot ¢f acTivity

the next two vezrs," s2ii assistant Finance inisiry undersecre—

ol

tary Isz 3orshaiad.

Cil ministry sources predict ar

the scheduled meetinz in December whith could
Lirrer s2ys,

the Zanrain weekly Sul

onomic Survey, Toi 23, Jo. 3C, 27 Juiy 1!

3curce: MZZD - iddle zZaat

AR}
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Table 14:

Valuo of 01l kxports and lmportin

In U.S. Dollaras 19717 1/

Bahrain Saudi Value Saudi Other Value Net
Crude Arabian Yotal Arabian Crude Total Crude Balance
Exports Crude 19717 Cruda Imports 1917 Value in
Exports Bxporta Importa Importso U.8. Dollars
19717
256,478,899 962,210, 301 1,218,689,195 | 891,673, 352 14,899,823 906,573,17% + 310,116,020

'he Bahrain Petroleum Company (BAPCO), in State of Bahrain.

Minialry of State for Cabinut Affaira, Directorvate of Htatistics,
Statistical Abstract 1977, Bahrain, October 1978 (compiled from
tablen 70 and 71, pp. 104 and 10%).
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1 SXPLOITATION OF WASTED TNS3GY

As it has beer already nointed cut the use of gas in the generation
of electric power in several ways such as the production of aluminiunm,
which is extracted from alumina usirg gas turbines with a low output .
thermal capacity, leaves sizeatle quantitites of energy umused. Accordirzly,
it is possible to recover the dissipat¢l thermal emergy with the helz .
of equipment designed especially for this purpose. Likewise, it is
possible to make use of was:ied thermal energy in areas such as tae
generation of local eleciric power. It is alsa possidle ic utilize tai
energy in the following two ways:

(2) By putting it to work ir the form cf high/low steam pressure,
hot air, etc.

(2) Sleciric power generaticn or drirkirg water.
The extent to which tais emergy can Ye supplied o wuw scvwid

purpose in a country with 3aarain's ciiratic 2nd rnatursl conditicns

should be obvisus at crce.

A GNTDO - Yorld Bank mission conducted a study of measuring thermal
4

capacity and arrived at the following figures:
& -iE

Present fuel consumpticon 108 aillisn cubic feet per day

Tolume 2f wasied gas 207 aillicn cubic feet per day

Present thermal capacity 2l.d per cers.

By using the proper eguipment, ‘he gas can e cooled to 257°‘.—7, Q

thereby recovering most of the wasted erergy and bringing capacity up %o

89.8 per cemnt, .
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CZAPTE?R 6 THE CIL REFINING INIDUSTRY

1. HISTORICAL BACKGROUND

After the discovery of oil in 3zhrazin, SOCAL atarted to Tuilsd
a small refirery there in 1315 with ths intention of marketing the

refined petroleum procducts in the United States.

In 1936, four years after oil had been discovereé in Zahrzin,
a small refinery was under construction to process the oil from the

new field. 1/

At the outset of their operations CALTEX subsidiaries comprised
the Bakrain Petroleum Company Limit2d and six markeiing companies
based in Austrzlia, New Zealand, China, the Philippines, India and
Africa. Ther produced 16,4C0 barrels cf crude oil per day from the
Bahrain field, owned z not-yet—completed 10,CCC darrel-z-day refirery

and three chzrtered tankers.

From these beginnings on, CALTEX hes grown to a group of more
’ 8 s

than 30 affiliated companies. Successive expensicns have developed

the Bahrain refinery to the point which is now the largest in the

CALTEX system, with a rated capacity of 2C5,CCC tarrels 2 day.
J ] J pX S

The entire output from 3arrain's oilfield is processed at this
huge plant, together with sizable guantities of crude oil available
to CALTZZ from other sources. Viz tanker shipments from 3ahrain's
Sitra Island wrarves, the refinery serves customers throughout CALTZX

ogerating areas.

The refinery processes not only Bahrain crude, but also crude
brough in from Saudi Arazbia via a 200,CCC-barrels-per—day, 34-mile
Arabia~-3ahrain pipeline. When the first 12-inch pipe was laid in 1545,
with 17 miles of the line under water, it was the world's largest com--

mercial submarine pipeline.

1/ CALTEX, a panorama of petroieum, New York, 1263. CALTEX PETRCLEUNM
CORPORATICMN, pp. 11 and 13.
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Table 1
Crude 0il Rvns to Refinery (1370 - 1977)
(in Thousand U.S. Barrels)
Year
Description {
1970 | 1971 | 1972 1973 1974| 1975 1976 1977
Bahraini 27941 | 27392 | 25567 | 24882 | 24586 | 22113 | 21212 | 21237
Arabian 63518 | 65943 | 60309 | 64744 | 64521 | 49901 | 58795| 73233
Total Crude run 91459 | 93335 | 85876 { 89626 | 89107 | 72014 | 80007 | 94470
Other Stocks 1266 754 | 1363 | 1ll27| 1975{( 1119 785 763
Total 92725 | 94089 | 87239 | 90753 | 91082 | 73133 | 80792 95233

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

Directorate of Statistics:

Banrain, Cctoter 1978, Table 59, p. 92.

"Statistical Absiract 19777,
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Tne wide raznge of products manufactured bty the refinery are ship-
ped atrozd to CALTEX, SCCAL and TIZXACC customers worlidwide, ihrouszh
BAPCO's Sitrz termirnal which lczded its first carso .crude oil} on
the "El Segundo" in June 1314, Xany major investimenis and meéifications
to the terminzl and wharves since than enzble to terth an zverzis of
1CC vessels 2 month of up to 110,C0C DWT in size.

. RECENT PERYORMANCE

The refinery ccntinueé ¢

O
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1573, 4 $ot2l of 33,252,745 U.3., barrels of crude cil a2né other
stocks were processed diring the ear, representing 2 d4zily aversage

i
of 24¢,426 tarrels, Y

CRUDE CIL RS TC REFINERY

CATEGCRY OF C2UDT PRCCESIIT J.5. 3AWM=LS

3ahraini 20.237,C13
?

Arzbhizn A5 P63 . 136

sbian L2632, 47
Total crude 32,2Cé,5C2

Cther stocks processed T4£,226
Crand %total ror 1973 33.252,745
Daily average 245,448

i/ BAPCO, innual Report '73, p. 3

[ ———-r
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FRCDUCTs ANUFACTUZED C.5. 3ERRZTL

Yachktha 2.531,267 .
Gasdoline 11.093,216 :
Kerosine 311,652 .
Aviation turbine fuel 11.756,133
Diesel oil 23,375,362
Fuel oil 25.373,1332 )
Asphalt 1.306,554
Eeavy lube distillate 372,3C4

Total 33.333,380

ﬂ
0‘]
8
€
o
2 ]
ey
5
-
L}

1ized Power and Stez~ Tererztisgg %0 replace exi
lities ard %o modernise the electir ical sistritution sSystem in th2
Refinery. The overall project wes 75 per cent complete Ty the en

of 1373.

1.2. LPG STORAGE AND PUMPING FACILITIES

4ite the installation of 2 new manifold LPG storzge and pumping

facilities have been significantly upgradec. R

Design work was completed on 2 3 2.5 million asphalt converter.
"hen commissioned mid=-197%, the new unit w#ill have a capacity of
17,0C0 long tons per month. The project will eventually increase the

tota) asphalt production capability to 29,CCO long tons per montkh.

The final phase of the project to increase oulk asphalt shipping

facilities was to Le completed during the first cuarter of 1379. The
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rroject in total nas inoived the purcrase of additionzl rcad tankers

anéd thne installatiorn ¢f new tunps, z heater, piping, 2n@é fzcilitles %5

load bulk asphzlt to ships 2t Wharf Yo. 2. Total cost of the praject

is § 2 miilion. 3uik shipments of asphzit from the ZAPCC plant, prima-
t

’ rily to tre Gulf region, increased by ZC per cent during the previous

'g

yesr ard averzged 13,329 long tons per month.lf

1/ BARCO Arnual Report 1973, p. 5




Table 2

Crude 0il Produced and Procesced (1967-1977)

In Thousard J.S. Barrels

Year Produced Processed

1967 25370 89166

1968 27598 84545

1963 2117 85987

1970 27973 92725

1971 27346 9408

1972 25508 87239 ‘
1973 24948 90753 |
1974 24597 91082

1975 22309 731133

1976 21228 80792

1977 21237 95213

qource: State of Bahrain, Ministry of State for Cabinet
Affairs, Directcrate of Statistics: "Staiistical
Adbegiract 1977", Barrain, October 1978, Table £1, ’
p. 93.
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Teble Sefined Til Froducts Yy
In usaads cf US carrels)
1072 1973 197k 1975 1976
flaphtha 5,992 7,745 10,069 5,633 7,519
sascline 7,326 8,607 9,733 9,667 9,520
¥ercsene ohg 1,529 3,681 2,939 5,361
Avriation turbine
fuel 15,060 11,639 7,309 8,8%2 7,833
Liesel oil 19,724 20,449 13,284 20,184 19,475
Fuel oil 32,743 35,372 37,877 28,056 26,476
Tuce distillate 630 - €€6 5.8 T
Asphalt 320 356 261 548 83
Total 82,743 8,307 A7,920 76,522 77,59
Source finiscry of Fizence zad fdaticma. zoonszy

1/ WORLD BANK: Report No, 2058-BH: "Bahrain, Current Economic Position

and Prospects", June 23, 1978




tahrain, Octobor 1978, 'Table 64, p., 9Y,

Table 4
Refinery Output (in Thousand U.S. Barrels) 1967 - 1977

Period | Naphtha g;}::t Jet Fuel | Korosine [ Gas 0i) | pisnel [ Neady ube | pug) o4) [ pephalt | 1.2.0. | othare | total
1967 8425 - 13407 2264 - 13326 638 37844 18 - 843\ 84342
1968 6042 - 15227 1894 - 13682 1084 35076 ) - 6946 "{999 3
1969 7640 - 13752 1102 -— 16147 9%4 35551 19 - 8037 83202
1970 1462 - 13892 1075 - 16993 1098 39347 136 - 8225 | 88228

197 5559 — 15634 1139 - 19265 1165 38739 186 - 8263 | 89946
1972 6070 - 15033 9%0 - 20400 - 35453 320 - 7335 | 85561
1973 7652 8598 11839 1528 11227 5477 706 35872 356 - - 86253
1974 10070 9733 7310 3681 11684 6600 666 817 261 - -- 157882
1975 5488 9617 8515 326 16264 3087 526 28074 548 190 - 76364
1976 799 9520 7833 pRID! 16017 3458 n 26476 839 259 - 77750
1977 9062 9829 11743 326Y 20346 3226 344 33687 1084 n - 92962
Source: State of Bahrain, Minintry of State for Cabinot Affairs, Directorate of Statistics: "Statintical Abutract 197",
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Table S
b : CRUDE CIL PRODUCED AND PROCESSED (1959 — 197%)
: Thousand U.S. Uarrels
[:] Processed '
163,000 : :
Produced
%000 - F B —
-
$0.0%0 . .
70.009 —
$8.€00
1
A0
18.2%
1
2.000
bomy = rﬁ -
: ¥ERzRRE
| 11 M| M
; 4
§
L]
. 10000 i
: i
' i
4 i
’ ‘ 'L i i ' . . Year
1969 1950 1951 1972 1933 1944 1935 1976 1933

Source: State of Bahrain, Ministry of State for Cabinet Affairs, Directorate
of Statistics: "Statistical Abstract 1977, 3Banrairn, October 1972, p. 9<.

L




r SAUDL AND BANRAINI CRUDE OIL RUN TO REFINERY

(IN THHOUSAND U.S, BARRELS ) 1268 — 1977 r—

35000 .

][]

63000 . Bl -

- g1 -

35009

15000

‘}; - é: c 1 1ﬁ . %i K | i Year

Source:

1968

1969

1%50

191

W

1973

1974

1975

1976

State of Hahrain, Ministlry of tate for Cabinet Affaira, Directorate of Htatiotics:

Abstvact 19(7", Bahrain, Oclober 1978, p. 97,

1977

"Ytatintica)
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PRODUCTICIY OF CRUDEZ + RIFINZD PRCD

According to the 1377 annual repert of the 3shrazin onetary Agency,
the productior of crude oil in 1377 held nearly steady with 1375 at 21.2
million barreis. The entire production fed the Emirate's refinery, which
in 1977 processed 25.2 million barrels of crude (17.3 ver cent more tian
in 137€) and produced 92.6 miliion barreis of refined preducts (+ 13.5
per cent). The production of aviation fuel increased by 43.7 per cent,
that of lube oil by 37 per cent, that of aspkalt by 25 per cert, that
of fu2l oil by 27 per cent, that of naphtha bty 14.2 per cent, and that
of gesoline ty 3 %. On the other nand, tze refinery's kerosene praoducticr

dropped by 39 per cent. Yy

1/ Arab 0il and Gas, Vol. VII, No. 167, Paris, 3ept. 1, 1367, p. 13
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Iz 1272, the oroduction of vetroieun droducts in Jerrain added
I up to 24:.2 thousané barrels per day, compared witn 242.0 thousang
barvels per dzy in 1973. The vroduction of g2s oil gecreased from
57.7 thousand barrels per day in 1373 (23.3 zer cent of tre 1373
total refined preduction) to 55.24 taousand barrels per day in 1373
(22.7 per cent of 1377 total); gasoline production aiso decreased
to 25.3 thousand barrels per day in 1379 or 10.4 per cent of the
total) against 1C.d thousand barrels per day - or 12.£ per cent in .
1978, Cn the other hend, the napktha production increased to 23.2
thousand bvarrels per day or 12.C per cent in 1373, compared w€ill ,
25.2 thousand barrels per day or 10.{ per cert of tke toial in 1975.1/
That of asphalt slightly increased from 3.5 thousand barrels per day
or 1.5 per cent in 1973 to 1.3 thousand terreis per day cr 1.5 per
cert in 19079, The kerosene production slightly decreased in 1373 owe

. . . 1/
maintained its share of 1.C % of the total refirery procuctien. </

PRODUCTIO!: OF PETRCLELM PRODUCTS 188 SAHRAIN, 1279
(thousand b;d)

1979 i 1978 %
Products Quantity % Quantity % Change
LPG 1.3 0.5 1.2 0.5 83
Naphtha 294 12.0 25.2 10.4 16.7
Gasoline .25.3 10.4 30.4 12.6 (16.8)
Jet Fuel 323 13.2 322 133 0.3
Kerosene 24 1.0 2.5 1.0 (4.0)
Gas Oii 55.4 227 57.7 23.8 (4.0)
Diesel Oil 9.5 3.9 7.7 3.2 234
| Heavy Lube
Distillate 04 0.2 1.0 0.4 (60.0)
| Fuel Oil 84.4 345 80.5 333 4.8
Asphalt 3.8 1.6 3.6 1.5 5.6 .
Total | 2442 | 100 | 2420 100 | 1.0

1/ OAPEC: "Productior of Petroleum Products in 3ahrain, 1373", in
OAPZC 3Bulletin, Vol. €, No. 5, Kuwait, May 193C, Statist:cs, p. 31




Table 7

Refined Products Consumption in Bahrain, 1973 - 1977 l/

(Aggregate Consumption in 1000 b/d, per capita consumption in barrels per annum, and
population in thousands)

egate Consumption 191713 1911
Average Per Per
1973 1911 % 19731911 a::::i Rate Population g::::;ption Population z::::;ption
|
2.0 5.3 265 271.5 236 l.1 17.854 1.7 o
'

1/ Al Wattari, Abdelaziz, “0il Downsiream: Opportunities, Limitations, Policies",
Kuwait, 1980, Organination of Arab Potroleum Exporting Countries, ‘lable 2b, p.68.
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Table 8
CONSUMPTION AND PRICES OF PETROLEUM vy
PRODUCTS IN BAHRAIN
1979 1978
Products ‘Consumption Price Consumption Price

(miliion litzrs)

(million Liters)

Gasoline ¥
Diesel
Asphalt
LPG

132.1
1145 @

21.6
212

|
L

225 fils/liter
8§ BD/LT

70 fils/Kg.

117.5
146.3
234
18.1

30/+0 fils/ licer

.3 ﬁls.’lit";r"
8§ BD/LT
70 fils/xy.

|

(1) In 1978 all gasoiine 935 with prive changs mid vear. In 1979,

49 fils, liter, 257 Gasoline 98 at 60 fils/litpr.

(2) Reduction caused by decline in dredging activities.
(3) Domestic market price.

Source: O¢Tical Information.

1/ OAPEC Bulletin, Vol. 6, No. 5, Xuwait, May 1930, p.3}

75% Gasoline 90 at




Table 9 : Value of Refined 01l Experts

(In millions of U.S. dollzrs)

Attributadble to

[ IR RS RYTA PRVE IR FETRR N

Year Total Value Bahrain Crude
1972 240,11 63.11

. 1973 305.88 87.39

v 1974 988.71 264.46

- 1975 892.73 252.20

N 1976 1,002.53 247.14

) 1977 1,010.14 212,23

a3

Source: Ministry of Development and Iadustry.
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Table 10

C=EC1p IZPCRTS CF CRUDE OIL 1Y) REFINED PRCDUCTS FRCM 3aER:IT

IY 1377 LD 1572

( thousand barreis per day)

1377 1373
Japan Y 33 €
/
Sa 2 3
Canzdz ¢
#est Germany C ¢
Frarnce 0 C
U.X. 2 4
Italy C C
Yetherlzrds 0 0
Spzin C o)
Ctrer C C
Total HYesterm zZurope 2 <
Australia 0 ¢
New Zealané o) o]
Total 0ZCD 48 43

TR R I S T - S e T e I R I R T T RS TS EI I SRS TENTE NI =R

1/ Producers trzaced to source of crude o.l.

2/ Excluding goyernment—owned stockpiles offshore.

Source: "Fzndbook of Zconomic Statiatics 1978 - A Research iid",
October 1978, table 91, and

"Handbook of Economic Statiastics 1979", August 1979, table 32.

-
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S, WITHDRAWAL OF U.5. MULTINATIONAL CORPORATICNS AND FURTHER SAUDI
INVOLVEMENT

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

Bahrain has been providing 50.C00 barrel/day of its domestic
production for the running of the Bahrain Petroleum Refinery. This
amount represented 20 per cent only of the crude processed by BAFCO

Refinery.

Saudi Arabia, which had already considered to share the Abu Saafa
0il revenue with Bahrain and purchased a notable share in the Aluminium
Bahrain Company, has committed itself to provide the Bahraini Government
with 100,000 bbl/d of Saudi crude oil at official sales prices. Y
This amount will partially meet the 250,000-bbl/d capacity of the BAPCO

Refinery.

As a result, the Bahraini Government will provide from now on
150,000 bbl/4 , of which 50,000 bbl/d will come from the Emirate's
domestic oil output and 100,0C0 bbl/d will be Saudi crude.

''his Saudi-Bahraini arrangement will permit the Bahraini Covermment
to secure €0 per cent of the crude supplies required by BAPCO. It is a
measure which must be related to the Bahraini Government's objective to
take over a similar share of 30 per cent in the Refinery's total equity,
which is co—owned equally by two U8 multinational oil corporations:
Standard of California and Texaco. These iwo corporations have been
supplying 200,000 obl/d of the Refinery's total capacity of 250,0C0 q
bbl/d. The Government's takecver of the 60-per—cent share will reduce |
the Company's share of feedstock to 100,000 bbl/d, a quantity which they
will provide from their respective shares in the group of the Arab-American
company ARAMCO,

1/ "Bahrain: Crice & 100,000 b/j de pétrole séoud:en, le gouvernement
pourra fournir 60 % du brut traité par la raffinerie de la BAPCO"
in: Vol. XII, No. 270, Le Pétrole et le Gaz Arabes, Paris, 16 juin
T§§b, pP. 13, 14 (referring to a declaration of Mr. Youssef Shirawi,
Bahrain Minister of Industry and Deveiopment)
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Thus the governmeni-to-government cooperation in the crude oil sector
between Bahrain and Saudi Arabia will permit the Emirate 1o extend ita
sontrol and hold an equity majority in the oil-refining sector, thereby
reducing ths foreign companies' presence in this sector in Bahrsain, both'
in the supplying of crude oil to the Refinery and its ownership as well

as its commercial exportation.

The takeover by the Bahraini Government of 60 per cent shares will
become effective on July 1, 1980 according to the Bahrain Minister of
Industry and Development. The Government will pay Texaco and Standard
of California a compensation which will be calculated or the besis of

the net accounting value of BAPCO's assets.

Still, there are some suspending problems to be solved, mainly the
part of the refinery output which will be marketed ty the American cor-

porations and their respective commission to which they will be entitled.

In conclusion, the partial withdrawal of foreign interesis both
upstream and downstream the refining sector made possible the consoli-
dation of the Saudi support to Bahrain in the oil sector. Eence, the

sector's development and future depend more and more on Saudi-Bahraini

cooperation and sectoral integration.
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THE ALUMINIUM INDUSTRY
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PART I : GENERALITIESs

Efforts in boosting aluminium consumption were at first
concentrated on developing new technologies and introducing
products permitting to replace traditional structural materials
by a substitute of same superior properties, i.e, substitution of
copper by aluminium in electric conductores, aluminium foil and
collapsible tubes for packaging to replace tin, aluminium household
holloware, etc, In more recent times, a second significant factor
giving furtier impetus to aluminium usage has entered into the
picture: considerations of higher cost-effectiveness voth at the
oproducer's and consumer's end. Development work conducted with
this end in view will hinge 2 great deal on the extent of indus-—
trialization and the general standards of ecomomic development of

. 1
a Ziven country.

Growth of production and consumption 1935 - 1977:

As a result of effective proemotion efforts world aluminium
consumption has grown at an exceedingly sieep rate within the last
40 years, being well ahead of that of traditional structiural materials
throughout this time. 1Iits growtnh was especially marked over the
1960-~T0 period. Although after the price explosion this irend kas
slightly declined, in compzrison to other structural materials
aluminium keeps on accounting for the highest ever consumption zrowth
rates, This unprecedented steady growth is based on a high standard
of systematic research and development work throughout the world,
relying, in turn, on effective co-operation between producers ard
consumers, irrespectively of the economic system or extent of
industrialization in a given country.

1_/ Correlation of aluminium consumption and economic development

after the price explosion. Magrar Aluminium, Budapest, 1979
by Murak¥zi, E,
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Aluminium: World Consumption

million metric tons Horld Consumption Crowth Indises
1935 C.3 1977/1935 50.0
1950 1.5 1970/1960 2.2
1960 4.5 1377/1960 3.3
1965 6.5 1977/1970 1.47
1970 10.2
1975 11.3
1976 13.1
1977 (estimate) 15.0

Production and consumption forecasts for 2luminium and other structaral
materials until the year 2000:

The future aluminiumtrends indicate that the dramatic rise of
aluminium world consumption over the 1960-T70 period corresponding to
an annual growth rate of 3-10% is to drop in the coming years to about
one-half, Moreover, it seems highly provable tha: in the years anead
the share of developing countries in aluminium operatiomrs and
consumption will grow considerably. 1/ Over the 1975-85 period, the
alurinium production of industrial countries is expected to grow from
9.1 million tons to 19 million tors. During tke same time, 2luminium
smelter capacities of the developing countries are to become five-fold,
expanding from 800,000 tons to 4 million tons. The reality of the latier
forecast seems to ve confirmed by the following table:

Aluminium smelter capacities in developing couniries
1960 - 2000

2 2 Y Y 3 iy,
B8.6 538,2 842.0 1,14.0 1,318,0 4,000,0 12,000 - 15,000
(estimate)

1_/ Moment, S. Long-term associations of developing countries with
consumers of bauxite, alumina and aluminium. Paper
presented 2t the UNIDO Seminar, Budapest, 3 - 12 May 1978,
6. Pe

2/ UNIDO Workshop on case studies of aluminium smelter constructiion
in developing countriss, Vienna, 27 - 29 June 1977.
Final Report ID/WG.250/18, 26 August 1977, 8.p.

3/ Spector, S.R, Short, medium and long-range trends in aluminium
supply/demand, Paper presented at the UNIDO Seminar,
Blldapest, 3 - 12 m, 1978. 11opo
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It will be observed from the above that by 1385 the share of
developing countries in world smelter capacities may reach 17% of
total installed world smelter capacities. Under these circumstances,
the target suggested at the 1975 UNIDO General Conference in Lima,
that at the turmn of the century developirng countries shounid account
for 5% of total world industrial production, appears to te a
thoroughly fair percentage that can be reached by developing countries
as far as the share in world aluminium smelter capacities is conrcerned,

In industrial countries, where power econoxy has become a crucial
issue, a further upswing of aluminium may be anticipated in transport
vehicle manufacture, electrical engineering, the manufaciure of heat-
exchangers, comtainers and components for the mechenical engineering
industry, as well as in camping and sports items. This will be
accompanied with a downward trend in the growih rate of aluminium
usage in building and packaging.

In developing countries, at first elecirical engineering is to
make great headway in aluminium usage, with packaging for specific
ends, i.e., for new fisheries, dairies amd food camning
facilities, Household appiiances, too, will be a fast expanding
outlet, At some later %ime alsc other end-uses will enter into thae
picture depending on the economic patiern, geographic situation ard
other circumstances prevailing in each country., Modern agriculture
will call for up-to-date cold-storaze rooms, irrigation systems,
submarine desalinating facilities and Suilding struciures, all
featuring aluminium, In the transport vehicle a2nd mechanical
engineering field, operations will be at first confined to assembly
work followed at some later time by ithe manufacture of special components
and products, i.e, high-standard castings. It is desirabe that wupon
installing new fabricating capacities effective arrangements be made
as to the collecting and recycling of scrap arisings, whizh are usually
in the order of 21-2%6% of aluminium input.

The pricing of structural materials, forecasts as to future pricing
trends:

The world market prices of the principal structural materials and
their pricing in relation to aluminium over the 1935 - 1977 period are

summed up in the foliowing table.




Table 1

Mean world prices af sone selected structural materials

/Based on annual average quotations in current prices/

U.S. #/t

Material 1935 1950 1955 1960 1965 1970 1975 1976 1977

Aluniniua’ Y/ 482 3720 500 577 545 614 860 965  1.108
Copper’ 2/ 192 492 500 712 980 1.393  1.205 1.381  1.293
Lead 69 300 332 265 260 304 412 s 617
Zinc 68 210 273 287 320 296 245 211 569
Tin 1.090 n.a. ne.a.  n.a. 3.428 3,673  6.870 7.583 10.798
Steel billets 3y 65 n.a. N.a. n.a. ko. 93 173 168 154
Plastics /PVC//B/ N8, N.Os N.8o 350 351 399 642 566 619
Cement N.A. 6 n.a. 7 4] 10 20 N.8. 25

/1/ Mean price, ex smelter

/2/ Cathode copper

/3/ Mean price in Federal Republic of Germany
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An analysis of the pricing trexds in this table will clearly
demonsirats ihat as from the end of the Second World War a mariked
shift in favour of aluminium has taken place to the detriment of
copper and steel, The 1973 rise of oil prices did not significantly
affect the relative pricing of metals. Fluctuations in aluminium

and copper prices were largely due to market speculation.

Aluminium Price QUS cents per goundz* :

190 27.23

1965 24.50

1970 28,72 .
1971 29.00

1972 25.45

1973 _ _ _ _ 25433

1974 pranta s ¢

1975 39.79

1976 44.34

1977 51.34

Forecasts published in the world press unanimously agree that

the 1970 level of relative pricing of structural materials will persist

in the long term, though in absoliute terms they predict rising prices
Such price hikes are considered %0
ration of mew capacities coming

e+ e e p—,  *

throughout the coming years. 1
be necessary to encure tne econonical ope
on stream, although their actual magnitude is suggested to be less than

that of Oiln 2

Before concluding this part a comparison of average annual pricing

trends of some raw materials, sources of power and ladour costis involved

in alumirium and steel production are tabulated telow.

1/ Revue d'Aluminium, Paris, §o. 471:3:112. 1978.

2/ Dowding, M.P., The world of Metals, Metals and Materials, Lordon,
7:27 - 37 py 1978

* Virgin unalloyed lingot at New York




Table 2

Relative pricing of some slLructural m2 terials by volume

/Aluninium mean price taken as 100/

Material 1935 1950 1955 1960 1965 1970 1975 1976 1977
Aluminium 100 100 100 100 100 100 100 100 100

Copper 35 129 100 123 143 227 140 142 117 ,
Lead 14 81 66 45 48 50 48 46 56 &
Zine 14 57 55 50 59 48 86 73 53 '
Tin 226 - - - 629 598 799 782 975

Steel billet ? 17 - - - 15 20 17 14

Plastics - - - 61 64 57 76 58 54

Cement - 2 - 1.2 1.5 1.6 2.3 - 2.2
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Suitability of aluminium from a technological and financial point

of view for new apolications ard to renlace oiher struciural materials:

Any effort of replacing a structural material dy an other is aimed
to take atmost oadvantage of the latter's most useful properties, In
assessing such prospective benefits in respect of a given country or
area - next to the availability of rew material and power con site -~ the
following circumstances have to be taken into account:

~ Bconomic structure and the distribution pattern of capital.
Prevalence of many irdependent small and medium-sized
enterprises; irdustry and agriculture controlled by large

concerns or public corporations;
= The volume of experience of local manpower;

- The pattern of the domestic market, and how far the la%ier
may be influenced by intervention on the part of goverament

agencizs,

Applying these considerations <o aluminium, 2 combiaation of
favourable and detrimental factors emerge, whick Zay be desl- with
in detail in the case of Bahrain ir the following pages.

Difficulties:

The two besic considerations in installing an aluminium smelier
are abundance of cheap power and the availability of large capital, the
latter far exceeding that required for setting up other raw material
production facilities. Bauxite and alumina operations on site or in the
region are not an absolute prerequisite, alumina lending itself well
for transport over larger distances,

Until the 1960's, generzlly, only developed countries and centrally
planned economies could afford to erect aluminium smelters., This is the
reason why the bulk of such facilities are located in Europe, North
America and the Soviet Union, where large amounts of hydroelectric and
thermal power are available, In earlier days, the proximity of the consumer
markeis, 100, had been a consideration of some portent.

EE__________________Sm—m——



The citting of new smeliar proeicics is nowadays almost axclnciwly
governed by the high power demand of smelting operations. The power
resources of developed countries have no longer free capacities to
supply abundant amounts of cheap energy. Hence, in si4ting 2 new
smelter, only such areas may come into consideration, where a sufficiently
large potential of cheap power, too, exists. The tappinz of new power
resources, however, invariably calls for further capital investmrent
in implementing such projects, It skould be remembered in this cormexion
that electric energy is at present the largest and most significant

cost factor in the electrolytic extraction of 2luminium.

The magnitude of power involved in 2luminium production is demonstrated
in the following table, where a comparison of power consumed ai each successive
step of production from the raw material up to the semi-fabricating stage
is presented in respect of steel, copper and alumiriunm, Y §

The table shows that the huge energy demand of aluminium
production stands out most strikingly. The difference will remain
even after ailowance has been made both for the lower specifi: weigat
of aluminium and the fact that by adding suitable 2lloys a composition
may be brought about, whose mechanical properties approximate those of
mild steel. In calculating tais, the power demand of aluminium will
be no longer eight times, dut only 2.7 - 3 times thrat of steel. tie
same reascning, power involved in the manufacture o copper ard
aluminium conductores will be praciically identical after allowance

h2s been made for the difference in specific weights.

1/ Osztrovszky, C. Raw material situation of the Hungarien national econonmy
with special regard to the chemical, alumina and
aluminium industry. Pasper presented at the fungarian
Academy of Science, Magyar Aluminium, Budapest,
15:10:289-299, 1978.




Table 3

Breakup and total of erersy capsumotion involved
. . . 1
in steel, conoer and aluminium »nreduction Y

GJ per ton

Steel rounds Rolled Aiceinium

30 an. dia. copper wire sheet
Mining, quarrying ? 51.9 8.2 )
Coking 20.1 - -
Concentration 5.9 - - ]
Crushing - 20.9 5.9
Flotation - 75 -
Aluﬂm - - “1.9
‘mapufeacture
Saelting 0.3 14.2 218.6
Steel . - -
gapufacture 6.6 i
Electrolyitic - 12.6 -
refining
Rolling 5.4 18.4 28.1
Total GJ/ton 377 125.5 263.7
To’:al GJ/Cu.ﬂo 293.1 l, 13000 79505

The chemical, physical and mechanical properties of aluminium
differ in many ways from those of other metals., In view of this,
the handling and processing of aluminium calls for technologies which
may often be regarded as a departure from conventional methods of
metallurgy. Even the transport and storage of aluminium require
particular care, In case of defective packaging, rough handling
en route or poor storage, the vapour repeatedly precipitating and

evaporating on its surface may leave behind ugly stains or give rise
to corrosion,

1/ Alexander, W.0. Economics of Energy and Materials. Materizal
Science Engineering, London, 29:135-203, 1978.
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6.  CAPITAL REQUIREMENTS

The investment costs necessary to achieve ar asnua. ton of pro-

. . . 2
duction capacity are shown oelow:-/

Iron Aluminium
Mining and Raw Materials
Preparation 50 700
Power Gereratiocn - 2C0
Smeiting 250 20C0
i Fabricaticn 2c0 ace
| |
Total 5C0 : 35CC ;
§

e T T T T T 1 T T ——— ———a = =m=s=====

In most cases, power consumption accounts fer 20 - 30 per cent

of direct costs in smelting, When the plant was put crn stresm in

1971, the erersy costs were estimated at oniy 4 per cent of the to-
tal production cost in Zahrain, In comparison, the erergr costs in
Great Iritain were 54 per cent of the total producticn costs at tpzt
time. This can te explained ©y the underpricing of the 3anraini ga2s
used for the smelter. To run a smeiter, 3ahrain had %o provide it

with 100 million cu. ft. of natural gas per day.

2/ FPischer, P.U.: "The role of the Gulf in the future development of
the world aluminium industry"”, Behrain Society of Engineers, London,
1977, Graham and Trotman Ltd..(a seminar on engineering and develop-
men* in the Gulf, 3ahrain Society of Zngineers).
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Table 4

LOCGISTIC STRUCTURE

OF ALUMINIUM K-1DUSTRY

MINING
OF
BAUXITE

:i:iz—gvcrburdcn

Caustic soda
320 kg

REFINING
BAYER PRCCESS

PURIFICATION
TO AL-HYDRATE

IR N A » 4

480 kg of oil

CALCINING OF
HYORATE TO AL:03 ¢

240 kg of oil

Caiton 0.5 ¢t

CO -+

{ R .
SMELTING _Fluorices 0.9?. t
CO2 R
Fluorxdes ELECTROLYSIS

St Tt

FABRICATION
RAW STCCK

.09t

i FARRICATION
: SEMI FINISHED

Preferred Lecation

‘- Resource i Energy Market
. oriented i = oriented orientad
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The zbove shows net cnly z schematic flow shezt of the irgustiry,

but gives zlsn an irndicatiorn of the avdhiczal factors iha industry

is sudject tec.

2r3

(X8

The first field, which is resource oriented, contzins the ,perzii

wvaick are usualiv dcne ciose to the bauxite mine. The relativeir larze

quantities of thermzl energy recuired in the Beyer preccess, sometires

s

have led to locations close to aveilzbiiity cf cheap fuel.

Bauxite is a lateritic mineral found in subtrosiczl and tropical
areas, It .s very abtundant in J- a2nd W Austrziiz, Indonesiz, Indiz,
Western Africs, Brazil (imazon river tasin;, the Czrittean and Guyzna.
Consequently, some of the largest 3zyer process refinieries zre found

in tnese ccuntries.

The second field is enersv ariented. This means that the cperziizn r
takes plzce &t the localitv wners we Find chezp eiectric Dower. It means !
21sc vhat the input materizls {zluminz and czohen mostliv) heve to ftraval '
over thousends of niles _n ulx carris»s to such nizces.

)

Trzdition2llr, localities wilth cheaz power meznt nhrdropower ané

melters tecame located in Alpine vallers, Yorway, Catadz, the

o+
22
£
[
-
(]

Pzc1fis 1 of the Unitecd States, eic.

Witk the increzsins dedletion cf hydro-ccwer rescurces in Iuroge

and the U3 2ng tha increzae in cost for zdditicons

ment in other a2reas, 217 tive enerzv bases rnzve Tecome zitractiwve for

aluninium smelfinz for some Time.

Unéder certzin conditiorns, a variztion to the trz2ditionzl geograczhic
separation of bauxite relininz and smelting could teccme feasible: instezd
of transporting a2ll the oil to the refinery for tre complete process, the
last step, i.,e. the calcination of ths hydrzte which rsquires temperzturss

~

0 4 ) i3
of 12C0°C and co~sumes 120 kg of 0il per ton of alumine cr 2:i0 zz 5f cil
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f metzl, could de Zone 2t the source cf oil (ar

'3
(o]

(7]
H

¥

&
melter there using the same enerzr. For this reascn,

a
we hzve shown an cverizp of zazreas 1 ané 2.

The third field is market oriented 2né ihe operatin» recuires

a2 certain dezsree of flexibdility to copve with cusicmers recuirements.

Close lizisor tetween manufacturer znéd customer i1s therefore es-

sential. Some products - e.z. these with decorztive surfzces for the
buiiding industry - aave to e carefully pecked and srtould not travel
over long distances, For these reasons, the operztion is usuezlly carried
out in areas closz to the markets. Maaufacturing of such goeds inwvolves
hot and :old roiling, extruding, stretching and drawing.

Naturzily, such processes use most eccncmically licuid metzl d:i-

rectly from the sme.ter znd zre therefcre carried zut close o,

7. The Simmificznce of Imers: for the iluminium Inmgusiry

The develcoment of cheap hydropcwer in the past has helped
world aluminium industry to Zrow to thz importance it hzs reacrhesd to-

day »

With the depletion of favourasle develotment potential for hyéro-
power in Europe and the Unifted States, other enerzy sources have come

into use.

The aluninium industry will always have %0 use power at the lower
end of the price range, which mezns that it will be in areazs wrneve 2ddi-
tional hydropower resources and thermal power are being developed.

It foliows that - parallel to ths cauntries in S-f Asi~, ifricz ang
S-America, 4Ai3posing of potential hydropower - the Sulf states are attrac-

tive sites for aluminium smelting from the standpoint of thermal enercsy.
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ART ITI : LOCAL COXNDITIONS IX
THE GULF

Let us now lock a2t the resources of the Gul se

y M
]
o}
Q.
1]
4
O
x
(3
142
1
4

compare with the criteria we heve listed a2t tke bteginning.

(3
[
ré
3
ot
2l
o

An evaluaticn should 2llow us o spell out which ste

[
ey
x
o®
—
Ve
(2]
<t

aluminium industry appear to be attiract wve for this zreea.
once more the critaria earlier mentioned, we can obtain the {olilewing

diagram:

CRITZ2IA LT LCCAL CCMDITICNS REGARDING ALTMINIUN IIDUSTE

1 2
i
Raw materizls é X z
Energy e '
Lztour X S ¢ X
Capital X i
Services ¥ % X
Information f X
Market ! ke
[

1 good, ves 2 medium, mayce 3 bad, no

One can see that for the Gulf Statea only two criteria are gis-
tinctly absent: information and market. All the other elemenis zre

either distinctly or conditionally present.

A look at tre world aluminium irdustry shows that in very few
cases alumina plants and smelters are closc to markets. In the mz2jori-
ty of cases, the alumina 23 well as the metal nave to be transpsrted.

For the only other distinctry absent eiement, information, there is no
J J ' ’

real problem, as this can be bought.
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By weighing the criteria agzinst the specific reguirements cf ezch
manufacturing stes in the aluminium imdustry, it is possidie to set up

tre foliowinz pricrities of operzticns, which local conditions fzvour:

1 Smelting

2 Preparation of raw materials .
3 Fabrication {primarily for loczl usej.
i
‘,
o ’




Local devzosits of minerals ri2lding 2lunina are very uncertair,
T 18

Sauxites of not particularly attractire compositicon z2re kown %o

exist in Irzrn. It is conceivaSle that clays may be found which cam

[6]

be extracted in ik2 future, when alternative processes to tha Zayer
D

process mey ve feasidle. (The US Sureau of Mimes is rumning a

-
v

plant operztion using 2 ritric process, spensored ¥ a greup of ori-

mary producers;. It zppezrs %o be wicerizin thzt in the foreseeatl
T ¥ T

future the Sulf area will become z praducer of z2luninous rzw mzateri

Eowever, the muestion arises wrether zil o

e}

at least scme steps of

refining process lzadins from bauxite to zluminz could ne: te czrr

orccessed in 3sarzin,

be net:

1. there must be zmple water su

‘o
‘A
e
v
]
n
ol
§-
o
[$]
Voo
[
",
)
'3

processing and wasning durposes;

~ . . - -

2. the baurite-producing countries all tend %o in-

4

all their own refineri2s in crder to ussrade

o’
8
ct
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3
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are reguired tc produce 2 tons of aluminz or 1 ton of metal. ic?

In the Ba2yer process, aiso apgroximzvely

1a2

- syl
of caust

"
im

8
S

consumptiorn varies with the type of bauxite Teinz treated. Caus:

e
O

Al

sodz is produced bty electrciysis of scdium chlioride {salt), 1in taz
course of which 2n equivalent z2mount of chlorine is also producesd.
Salt is plentiful, power is potentially plentiful, and crhlorine as

a by-oroduct can e used in tre petrachemical.industry.

1
-

nis woulé rsquire, however, twe conditions *

»e
(]
n
O
!

[

[\Y

Caustic-sodz manufacturing can, therefore, nzturzliy follow the

establisnment of a Bayer plant.




PART III: BAHRAIN ALUNMNINIUYXY INDUSTRY

1. Conditions

3zshrzin n2a severa]l assets whick made the establishaent of

a~ irium industry attractiive.

The very estatl -hment cf the aluminium smeiter in the

Emirates shows that, thanks to cheaply-priced ges, Barrain was

2 good zlternative at the beginning of the 1370s for several
. . . . 1

muitinational aluminium corrorations —/, compared with arsas

of undeveloved hyﬁropower potential. “urther?ore, the Ddrocess

aulatad 2 similar process of gas pr.ce ilncrezss which, in recent

years, has accelerzted in connection with the emergence cf new
Wworii=ssz’2 <atw-~ritr 17 g2s liguefactiorn, trazrnsgerizilon 2né mar-
k2tins. Consacguently, the eccrnomic adventzge 35 sstatlishing an

zluminium industry in dehrain and in other zssociatad—gas-grodu-

-2
cing countries has grown increasingiy. This is zn arez whare cne

can ovuserve and explain the new trends of project transfers to
T

d'

v
ot
[

selected develcoping couniries in relia

(L]

icn

structure in the develzted industirizlized couniries,

1. 2. Arother important factor in the selection of Zehrzin for
e establis-ment of one of the new zluminium smelters in the o1l
and 23 producing countries seems to have Teen “he :Lalour cos5Is,
which are low compared wiith those in the dewvelored countries, and

a favourabdle legislzaticn.

+ Those corgecrations were:

L—h

2 American multinationealis: - Generzl Cabdle Corporation
- 3Britzin Investment

s

2 U.X, " - DBritisa Metal Corporation
- ‘Westerm Metals Corporation

and the Swedish Electro Coppa Corporation.

See: nl~4nli, le3am:'he pgulty structure in the Aiuminlum sanrain
Corporatior!y p. 1135
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!
?

Aluminium 3azrain (il%a) produced 122,220 ions of finished metal

-

products in 1373, compared with 121,356 tons in 1977 (¥ESD 27:1:73;.

Hot metal prcduction was 123,C1C tons. Alta's general menager GUDTIN

TOFTE said future development wculi be slower:. the workScrce hed beern
i,

. '

reduced by 450 in 1373, and 25C more jobs might be iost this yezr. ~
There has been a certain criticism of the werking corditions in
tre Alba asmelter, carticuiarly during the first years after the plant
had been put on stream. The nunber of labour accidents was estimated
to te higher than tke correspondirg rat:s in ike Europezn and imerican
aluminium industries. Between October 1572 and November 1573 there rzve
been 2 few mortal accildents and more than 10C injuring accidents, wnich
led tc labour strike. Z

On November 1G, 1573 the Alba workers wrste a letter io th

W

conm-

fur-

42
1]

petent z2uthorities after 2 mortal accicdent, as follows: "1l th
naces 2s well as the smelter lack security ecuipment. Ycne of tre
workers 2nd engineers had Gteen trained nmor had they foliowed occasic-
nal cburses; trey nad only some iknowledgze of,the varicus tasks and

. . ; . . 2/
the haudling of instruments ané machines." ¥

Aluminium 3ahrain startad production ty employing semi-skililed
. immigrants as metal workers through foreig csnirzctors. Later ithe
government, following recuests from local workers pushed the 3airraini-
zation of the Alta staff. In 1373, accoriing tc govermment sources,
workers from the Far East were still employed, w#hile 3zhrainis were
being laid off. </ Consecuertly, contractors "hiring" semi-siilleg
immigrants were 2sked to serd them honme,

P .

, 1/ MEED - Middle Zast Economic Digest, Vol. 23, Yo. 5, Feb. 1979, p. 1.
2/ AL-DOWADI, Anmed: "Multinational Corporations in the Arad Gulf". in:

Al-Taliah, monthly, Cairo, p. 95, reproducing the Bahraini weekly

Saga Al-Usbooh
3/ Declaration made by the Bahraini Director of Labour, hr. Khalifah

Khalfah, to the Bahraini-based Gulf Weekly Mirpror, in: MEED -
Middle East Economic Digest, Vol. 22, No. 23, London, June 9, 1978
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1. 3. The geogrzphic position is a third agventage for the sluminium
industry in Pahrain, particularly in the Gulf zrea. Cn the onre rané,

industry in tke Gulf can be supplied with alumina from tnhe Austrzlian

mires. But since Barrain represents 2 smail market, its ziuminum in- :

dustry kas to be export-oriented. A3 transportation costs are very low,

the aluminium droducts can he ¢irected eitker to Japan or to destern .

Europe. This is typically an industry founded on exploitation of iocal

energy resources and attractiv: i1nvestment conditions. .
1.4 Aluminivm industrv is capital-intensive. is 2 rule, new c&3Titz -~

intensive projects are e: blished in cil-progucing countrias witz oi:

capital "surplus" and larzely, if not mostly, financed ty local irnter-

ests, generzlly the public sector.

The zluminium industiry isﬁparticularly energy-intensive. Total
energy consumption for the preparation of ore ion of meta. cut cof ore
is 16,000 kilowatts for aluminiun, compared with 3,50C kilcwza3ts for

steel. Y

Eowever, while Bahrain disposes 5 asscciate and naturai gzs, its
~ii sector does not gererate 2 surplus; this explains tre snall stake
(19 %) taken ty the Banraini goverament in tne Aluminium=-B2hrain jcint
venture {(Alda ), Therefore, forelgn partners made tre major financial

contributions.

1/ This is due to the higher activity of the 2luminium 23 compared 0
other metals, 1.e. its resistance to iae separation of 1t3 oxide.
One has to turn to electrolysis and use electric energy to extract
the metal from its solution. But in addition to the eguipment re-
quired for the proceas in a smelter, “he industry is capital-inten-
sive, because it has a gubstantial problem of handling materials,
as can be seen in the overall-flow sheet of the process which is

given on page 5.
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4
3
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4]
(1}
w

Beuity relg b

a) 2 US corporations:
Ceneral Cadle Corp.

Britain Investment

b) 2 U.K. corporztions:
British Metzl Corpy.

Hestern Metals Corp.

¢) XKAISER Aluminium

d) a Swedisn corporation:

Electro-Copra

dation-t2sed

0571
Uss

U.K.
U.X.

Sweden

Total

Local

suototal -

|

suototal

oreizsn Intereats

Interests ( 3aarain

n)

(0,8

-
N

(A} ]
N
W




[

2. Tre smeiter wes inauguratsd in M2y 1371. The cost o

f
ject was T3 miiliion pourds. in 1372 it produced 12C,CCC tors c:

pure aluminium, but it was planned to rzise this anmual Tacity
up tc 50C,CCC t,/yea= within five yeers. Howewver, the Worid zlumi

market and some siart-up difficuities nave not permitted to acnleve

this gozl.

Aluminium Bahrain signed a contract in 1971 with Cremical Ccroo-
ration of Australiz. Under this contract Aluminium Bshrain w&s suppried

with Austrazlian alumine. it that time tke Iranian iluminiwm Corporadicn

considered the possibiiity of replacing the Australian cocrperation in
supolying the Behrain smelter with the necessary feedstos

would represent a major transportztion advzntiage, iccal devcsits o
3its lotown ¢

minerzl-yielding alumina are very uncertzin, and degcs

k, wrile t2zis

exist in I>a2n are not of particularly a2tiraciive composition,
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THE ALUMINIUM EXTRUSION INDUSTRY

Bahrain Aluminium Extrusion Company (BAEC) is a 100 per cent Bahrain
Government owned company formed by Amiri Decree in 1977. It is ope-
rating an aluminium extrusion plant with an annual output of approxi-
mately 4,000 tons. It employs approximately 200 workers and has the
reputation of being one of the highest quality extruders in the Middle
East. The plant was designed and built by Swiss Aluminium Ltd. of
Zurich and is currently being operated under an Operation and Assis-
tance Agreement with Swiss Aluminium Ltd.

The plant has a 2,000 ton Schloemann preass and a 33,000 Amp anodising
line supplied by Turmer Engineering Co. Ltd. of the United States.

The company is currently expanding its anodising capacity by a further
11,000 Amps. The plant produces a full range of both mill finish and
anodised sections including gold, black, and bronze to the Alusuisse
Colinal? process, Products include brusied and matt finishes. Its
markets are all over the Gulf States, including Kuwait, Saudi Arabia,
Qatar, the U.A.E, Oman and Bahrain. The Ccapany is currently expanding
its outlets to include the United Kingdom, Syria and Jordan. Yy

1/ p. PEDE!N (General Manager), Bahrain Aluminium Extrusion Company,
May 1980
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Both aluminium production and export have been growing over
the years 1971-1977 1{

301.

3.2.

The volume of production g/ had been boosted between
1971 and 1974. Later, from 1974 to 1977, production
slightly fluctuated at the plant's normative capacity.
Meanwhile, production and export values boosted between
1971 and 1974, stabilized in the following year, and
increased again in the years 1976 and 1977.

The volume of exports boosted between 1971 and 1973, almost

stagnated in 1973 and 1974, and dropped in 1975 before atiaining
the plant's normative level in 1975 and 1976.

At the same time, the value of exports}/ boosted between

1971, the first year of the period considered, and 1974,

stagnated in the following year, and rose then constantly
to higher levels in 1976 and 1977.

As 2 result, aluminium exports multiplied by 30 in value
between 1971 and 1977. This was a result of the set-up and
full utilization of the new aluminium capacity in the first
place as well as to a multiplication of more than 1.5 of
the unit value per ton of aluminium. This is shown in

the following table:

1/ The aluminium smelter began production in April 1971.
2/ Calculated in metric tons.
3/ Estimated in millions of Bahraini dinars.
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4 Exporis

(Volume in metric tons and value in millious of Bahrain dinars)

Prcduction Fxnoris
Lait Unit
value value
Volume Value per ten Velume Value per ton

1971 1/ 8,133 2.04 250.8 6,619 1.66 250.8
1972 70,103 15.97 227.8 57,899 13.13 226.8
1973 102,630 28.75 280.1 96,959 26.56 273.9
1974 117,961 38.85 329.3 97,849 31.47 321.6
1975 116,500 38.87 333.6 90,088 31.10 345.2
1976 122,058 44.86 367.5 120,457 44.28 367.6
1977 121,356 48.54 400.0 122,894 49.16 400.0
Source: Ministry of Industry and Development

1/ The smelter began production in April 1971.
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. . . 1,
ilta move for extrz financing -

Additional finance for Aluminium Banrain's {Alba's, planned ex—
pansion is to be ralsed by offering skareholders 2 further 1 million
shares, with a nominal value of 2D 1 {2.6), at 3D & (S 15.8) each.
The compary needs $ 120 million, of whick $ 70 million bave beer
raised in a loan from banks led bty Culf International 3Bank and

Yational Westminster Bank Limited. 2

Twe shares are o be paid for in three ingtaiments - due in

June, November and Xay.

Sauiis enter the AL3A igint wventure

A 20 per cent staxe in Alka's original 1 miilion shares has

-

b

been taken up by Saudi 3asic Industries Corporation {3a3IC; <.
The shareholding is now: Barrain - 57.3 per cernt, SASIC - 2C per
cent, Xaiaer Aluminium Sahrain - 17 per ceat and Beton Investments

of West Germany - S.1 per cent.

1/ MED - Middle Zast Ecornomic Survey, Yol. 23, No. 30, London, 27 July 137%,

p. 19

MEED, London, 15 June 1979

Q)

Y MEED, London, 13 May 1979

———
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SAUDIS ABAWDON THEIR JUBAIL ALUMINIUM PRCJECT

The entry of the Saud: atate—controlled company SA3IC in
ALEA's joint venture by taking 20 per cent equity has been of
help to the 3anraini Government in its substitution of aulti-
nationals withdrawing. Furthermore, this regici.alization of the
enterprise has recently led Saudi Aradia to abzndon its own pro-

ject of setting up ar aluminium smelter in Jubail (Saudi Arabia;.

At the end of May 1980, Dr. Gusaidi, Minister of Irdustry
and Zlectricity, announced that Saudi Arabia had atandcred the
project for the construction of an alwninium smeliter in Juca:l
in riew of the fact that tke smelters ir 32rrain and Dubai are
being exparded, to prevent duplisation in Gulf industrial pro-
jects and to streamiine and so-crdinate indusirialization in
the Gulf Arab countries. v Kuwait nas already abandoned she
igea of setting up an 2luminium smeiter in Bahrain a few years
ago. As a result, ALUMINIUM 2AHRAIN will not face any Kuwaiti

or Saudi competition.

1y "Gulf Petrochemicals Plants”, in: Saudi Zconomic Survey, Jeddat.,
Tol. XIV, No. 363, page 6, 4 June 1380
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THE SHIPYARD FACILITIES
(SHIP REPAIRING)




17
There are three Ipportent repairinz facilities in Fah-zin—.

The oldest is the Janrain Shioway Tompany, 2 sussidiary of Gray

Mackenzie, =hich operaies coastal shipping traffic in the Zulf, Iis Tusiness

kas Teen very wourani and in 1975 its employment veaxed at =CC persons.
3ehr2in Shipway hes veen forbvidden Ty the Goverament o expand or %o

accept ships of more than 11 feet 9 inches Iraft uniil the E2krairn Ship

Repairing 2nd Tngineerinz Compenr (BASRTC) is 20 years oid.

BASRIC was esizdlished in 1970 near the port of Mina Suiman, I3 the

advaniage of deep weter jetties. +h companies have egquivalent facilities and

ot
0]
]
Y

will take ships on thae shipwey up %0 approximately 1,0C0 itons éisplacemen

-

250 tfeet length. Fhployment is skown in the fcllowing tatle.

The two companies have serviced ships from all over the southern Sulf

Tut recenily they nare fell increasine compeiition. TFor Insiaxnce, there is now

a shipway in Ajmen (U.d.5.° so that few ships now come %o Behrairn from the U.A.Z.
Toployment totalled amout 20C, and i% has been susiained at ithis level Ty sending
crews o work at the drrydock at +he Areb Skippins and Repair Tard (AS27.. Cnce

ASRY has ireirzed its own lavovr force this work will fade awey.

Table 1: GCross Sales aad Tanital of Zmhrein Ship Repairiaz and

haineering Tomzany

Total cepital

Year o loyees GCross sales
emp loyed
(Zahr2in dinars,
1972 148 1,287,419 1,426,231
1973 347 1,787,877 1,745,901

1974 34 2,073,749 2,123,361
1975 425 2,378,485 2,79C,279
1976 4314 3,805,730 3,635,137

1/ World Bank: Behrzin Current Economic Position and Prospects, YWashingten,
June 23.1978. ‘“orld Bani, 2eport Yo. 2053-3H Annex i, pase 3, and
Tadle 1,

Source: 3Zenrzin Ship Repairing and Ingineering Comparny, Sahrain
2/ At Pedrvary 1973,
3/ Company's estimate.




Totis 2 :
Tpgingivina. omzan L
- - -
Lctal co ..l—:t'.l
- e ;
Tear mIsioy2s3s Creas sales eoplovel

(bahrain dinars}

1,257,419
73 347 1,737,577
2,073,740
2,878,435
3,305,730
4,008,000 2/

1,429,283
1,746,901
2,128,%

&l
2,790,279

yrce: Bahrain Ship Repairing and Fngineering Company, Rahrain

So

i/ At Fedruary 1878

3/ Compaay's estizate.
——

Yy

World Bank: 3akrzin Current Economic Poai1tion and Prospects, Washin
Juna 23, 1378, World Bink Report No. 2053-GH, P ’ wingion,
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1. TS STTRRTPAIIING TARD ASRY

The steriing configzration of the shipyard :s 2 dsydock adle to accommodate

tanxers uwp %o 5CC,0CC diwv.

% is Jesigmed to be 2 mocdern and large shipyerd, Tesed upon a2 solid technical
and economical analrsis and every care has deen taken in order fo allow it %o

expand harmonically, should the opporiuniiy arise.

The mein purpose is to promote ithe social, technical and economiczl develop-
mext of the region, tut it must e emphasized that the company estabhlished o

implement the idea is a commercial venture, %0 be run at 2 profis

Banreia has long been an essential siip repaircenire, oreviding facilities
for offshore supply vessels overziing in %ihe Gulf, and rcting a2s a shore Zese

for repairs afloat on larger carzo ships arxd %ankers.

Experts velieve iha* the specialized marine repair services already offered Trr
existing companies like 3iSRTC and Behrain shipwey will provide Back-up to ASRY
services, zrd that the Silate of 3Bahrzin will soon be ina posiiion 2 supply
comurehensive repair services o 2 wiie cross-section of shivping, lbreover,

{the coniiruing zrowth of new repair facilities within the Tulf szould rasult in

pricing competitive wiih that of Zurope 2né <he Far Iast,

The razid development of Zahr2int's infrastruciure, comvined wiih the comiryts
indusirial and commercial exparnsion, has given ASPY an a2dded a.i'fa':".a.ge. 3ahraints
internatiornal airvor:,which is ceniral 0 five zentinenis, is sifuated Zusi tem
mimuies <he shipyard., It is therefore, according o an amiicle pudiished in
Cil Progress, the ma2gzzine of the Zaliex Peircleunm Co:'_:o*ﬂ‘*c'xl s Particularly

ntazeous <o A327 for the import toik of svecialis: persomnel and spare sarss".

This could Te nlausilhle in the shor:t run, i in ize long TuWn cormercizl

and social grofisa®nility of ASRY «ill depend on the arailazility wiihin fhe

Gulf area of woth cuelified personnel and regional local self-susrorsing maciaine
%00l industries %9 produce spare paris Jor ihe several dry doc!z=s in the area.

It is at this price that the formation of ASRY will Tecome a2 Diant stride icwardis
further industrialization for the Aredb States joined in the project: 3arrain,
Saudi Arabia, the "rited Arab Tmirates, “m*ar, Kureii, Irag a2nd Libye.

™r 3pelrain particularly, if augures an ever brighter and more prospercus
fatzre. In the 193C s, Zekrain's future wes in the develorment of i<s rnewly

discovered tut limited 0ilfields, In the coming decade, A32Y's prospecis mav

prove a3 prorisinzg.

1/"ASPY: a New Haven for Tankers". In: Lifestream of OIL PROCKISS, Vol. 22, lo.Z.
CALTE( Petroleum Zorporation, Behrain, 1978, pp.2-9.
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57 CASIC in 1972, tut the hisicry of ASRY goes tack o 1923 then the ihree
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founder membters of CAPTC -~ Seudi ire¥ia, LiTya ari it - fir-st envisioned 2
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major Tarine resair and service fasiliiy in the very cemire of the intermaiignal

i1 trede. T
A comprebensive preliminary siudy underiaksn shen cenfirmed the need for suick
a major facility in the Guif area and Zelped estadlish Zehrzin as a feasidie
site.
mhe closure of the Suez Canzl 119567) stimulated the duildirg of
new 2rd countless YLCCs. Mhe Organization of Arsd Petroleuz Zxporiin
Countries (OAPEC) shortly after 1iis estaplichment (J canuery 1353)
realized that there was 2 shorias of dry docks for Cs as <he
existing repziring and saintenance dry docks were locatad in the
0il deloadinz poris. A feasisility study was drmm for the
consiruciion of 2 dry doex for the repairing »nd saintenance of
VLOCs in +he Arab Gulf area. The study showed tha: the 4y docks
prevailing in ‘he world were locatad in %he Far Zas%, far from the
tanker lines going from the Arab Sul? to the West. Consecuently, ihe
Council o< the OAPZC ‘took the decision in June 1370 <o igplement zn-
other study ia order to determin the most appropriate site for 2 dry

dock ia the Arad Culf.

In “he light of that decision the ports of saveral Aral Zulf
states were surveyed in order to idenify 2nd weigh the resuired
gpecifications regarding the location, latour 2vailability , water
depth and the load portis for VLCCs. Finally, agreedent was reached
to implement the dry dock in Bahrsin being ecoromically the most
suitadble site, The study was approved in March 1972 by OAPEC's Council
of Ministers. A further detailed study came with the conclusion
that the dry dock should be dedined o service tankers up to 500,000 dwt,

and was later approved.

e S Smeace

1 21970 immual Zeport 1073,
1 I




“hen the Suez Canal slgsed inm 1927, the onlr zlitermative ship route for irans-

sorsine Srabdas Tulf oll 40 markeis in <he Uest wos Y tzv of %the Jane of Tocd
Zope, recuiring the use of TiIil!'s {(Terr lzrze Crxde Zarciers). Of minimmm

175,CC0 dwt capacity, these ships were so large that few existinz dry docks sould
accormodaze them. Cn the main oil routes between urope and *he Sulf, the rearesi
dry dock was a% Lisbon; for tankers on the run %o Jzpan, ike nearest was at Sin-

TR o

geoore. The Gulf wes at the cemire of VICC tradins moutes. Witk a fleetl of

8C0 such shins afloa.,

<
,n —ae
=0

1 is estimated thai anually betiwreen four and five thousani
voyages should / Gulf Ty TLCC's - the highest incidence of specific

sraffic for any class of vessel in the world,

Mfurther, since mos%t 7VICC's would be arriving in the arez on return voyases
enoty and virtually "clean'", they wouléd be in cordiiion %o enter 2 ship regzir

yard muca aore quickly than if they had just Tinished discharging cargo.

~

1.2, Anatory of the Proiect

farther factor established was that 2 maicr shin revair 7ard in the ar

was corsidered essential for meeiinz +he increasinz demands of the Arad ianlker

-

fleet, which wes expected o reach a %oial capacify of around ‘en millior i
in 1977. The site that s%00d wms 3akrain ; i% was cen*trally located,
Aitkoughn the shipping picture has changed since CAPZC chose Bahrain as the
- gite of iis dock - TLCCt's rasszing through the Zulf now, fr example, have several
facilities er rouie from which %0 choose - ASRY mainiains thai its Bah rain yaxd
ccupies the Dest position of all., '"Iis ecuirment is z2monz the vest availalle
in the world, and the location of ASRY rousghly half wey dovm the Sulf, is superd"

ass erts ASRY'S General lanager aciaedo Icpes.

On December 2, 1971 a decison for the es%ablishment of "The
Arab Ship Repairing and Building Company" was reached. The agreement
wes signed during the meeting of OAPEC ainisters neld on Noveaber
10, 1974 in Bahrain. In 1974, 7 member states of OAPSC concluded an
agreement witih the Portugese company "LISI'AVE" for the design, organizz-
tion and management of & dry dock cn itc behal?

The Arab Shipbuilding and Repair Yard (ASRY) came into operation
by servicing i%s firs client, an Italian tanker of 231,000 dwt.
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In concent, decizm, consiruciion and eguizmeni, ASRT is indeed 2 ziant
infusirizl cmeration. An arsificial island wes comsiructad in deep weler and

connecied %o the meinlané Iy 2 ceuserzy 7 diomelers in lengih.

-+

The proiect is sponsored Ty CAPEC, and seven iAred Joun+ries are co—operating

to uild it.

The company, named ASIY - Arad Shiptuilding and Repair 7ard Zompany, has
certain particular characteristics, having been created Tty means of an inter-
Arab regional agreement amonz seven OAPEC memters. rumter of public adminsirziis
procedures are therefzre <o e iollowed in its matagemeni, however private enter-
orise flexivility and cuick reaction to any envirorment or market change are

simlianeousl requested. ASHY iIs iimus a rare combination of seven statss share-

holdine with 2 free enierorise menacement. The corncept has been woriding well +ill

now and it will hopefully contimue io be s¢ in the future.

™e to*al cost of the project has been financed Ty equily capiszl and amounis
10 US 3 10 million - 3 290 million for fixed cosis and 5 SO million for wordnsz
capital ani %o finance the first year's losses.

Sharerolders are the Tevermmenis of:

— o=

Saudi Arabia 13,34

Teeis 12,317
U.A.% 18,34
tar 18.32¢%

Trec 122705

—

it 1,10

1397 comstruciion started in late swmer 1971 when the first dredge

]

-

started “o reclaim land szouth of the village of Fidd, off hharrac Island.

Vet even with dredging completed, there were siill shipning exper<s wne doutted
the feasibiliiy of creating a complex €lir repair facility in the Culf., Theyr
quesiioned its location at the edge of 2 tidal reef forming ihe eastern towndarr

of the Khor Al Calaia inlet., Moreover, %o finish the project within ihree ye2:s

would te a miracle, they said.

Yevertheless, the Anglo-Portugese parinership of consulting engineers,
Gigo-Profatril, recormended Behrain as the test location for <he shiprard after
detailed studies nf topogzrapny, hydrography, geologrs, navigetion, availadility of
supporting infrastructures and construcsion cosis. Their findings were accented

Ty CAPZC with onlvr mizor changes.
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5 127 million, ¥ere awarded in (ec=oter 1273. Hithin ihree raacs of ihe laing
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of the foundaiion sione and w=ikin 3wo rez2rs oF the conirzet award, ihe A3XRY 3
dociz became cperziional., I wes flsoded <for *the first iime in By 1377 and receive!
its first vessel in Septemter.

-~

The Handai Consiruction Zompany of South orea, Tacked Ly ihe il resources
tke Fomdail Group used 2 2,C0C-siroxz Zorean work force around the clock ever:-
day of tke week o consiruct tke dock. Actually i compleled $ze 2y dock Tefore

schedule.

ASRY's first chairman predicted that in the following three rears iS3Y will
drr-dock £C iarze vessels per year. I% is aliso expected fhel 2 larze mmter ¢f
ships will come %o the yard for in-waier repairs. "Within a year' he Zeclares,
"ASRY will e prevared to undertake a2ll the repair work expecied from ary first
2lass shipyerd exciuding major damage repairs and conversions. This cazatiliiy

will Bve achieved in the following stages:
Mrst

Dry-<ocidnzs, mmil clearing ard painiingg

Minor repairs, increased mechanical and Tmil repzirs and ammal survey wirk; ani

Major mechanical and hull repairs'.

ASRY is 2 4true regional multi-lateral sompary in respect to the share-

nolding, It is 2150 2 trie intermaiiornal comparny in every arez of iis aciiviily,

as it will sell services, tuy materials, engs2ze Destle and maindain financial
relztions 211 over tke worid., The worlid nrojeciion of the Julf =mations il
therefsre be widemed and reinforced ihroush the intermatioral AZRY imase, as

1

a large, modern and efficien’ indusirial plani, open to the world.

ASRY +rill be irading a service siip repairing, In its marke?®, ASRY will com-

plete, 2s a supplier, withamy other large shipyerd in ihe world.

In order that ASRY Ye a success, it is of atmosi imrcotance that the rard

performs 23 well in 3kip repairing 2s in r2sour markets—

_‘./ CAZTAOwTAPRIZRL:  "The significance of L3237 £5 the Miture Tndugsrial
Develcoomens of Zanwain”,




—

For Baarain in particalar, the ASRY project contribules to the
extensicn of its industrial base and the diversification of its in-

come sources, thus promoting its ecomomic and social development.

The construction of this project will induce downstream lacour-
ntensive projects, has involved and will increasingly inveolve the .

following activities and comsequences:

1. Trzining and job opportunities for citizens of the Arab countries.

2, (Creation 2nd develonment of Arzb cadres in new specializations,

1. Intermatioral co-operaticn znd ecomomic integr=tion in the
form o»f join* projects.
4., Dewvelopment of related industrial and trading wdertakings in

Bahrain,
5., Developmeni of the other socio-econozic sectors.

5, Commeicial relurns.

Phis facility was designed in such 2 w2y +nat the first dock would
1

-
o v
be flexitle, permitiing i's ex-ension 2rnd the later addiiion of other

docks.

The plan included the possibility of expanding the workshops znd
implerenting projects for the production of spare paris for tne dock's
vachinery. This would be done 3% reasonable costs znd without hindering the

opera*ions of the dry dock.

The marketing of tke dry dock's services is not limited to the .
reparing of vessels and giant tankers, it also generates the possibility
of creating numerous complementary and auxiliary projects which

utilize the facilities of the dock, iis equipment, machinery and space,

In fact, a numoer of compznies have deen contracted and reguested

4o study the feesibility of several such projects.
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2. ASR{'s First Years Performance

According to OAPEC's February 1980 Bulletin 1—/, the Bahrain
dry dock owned by the OAPEC, ASRY, operated at 94% of its full capacity
in 1978 and 1979.

In the two yearsfollowing its official inauguration on 15 December
1977, the dry dock handled some 270 wvessels, most of them VLCCs.

With this performance *ankers and especially super +znkers nave
to register two to three months in advence in order %o ve serviced
in the dock, Three factors have been recogmized o explain ihe
soaring demands and the lengthy list of tanker reser-2tions: firss®,
the strategic location of the drv dock within ike Amzbian Sulf; secord,
its repairing tariffs teing below those of ihe other dry docks of %he
¥iddle Zast and shirxd, the nigza quality of technolozr serviced for
tankers®' reparztion 2nd meintenance; in addition, the dry dock is
equiped with advanced modern ezuipmen®s waich are nandled oy advarnced
+echnical cadres. Repariring in ASRT has deen ;:u;l*.tanve.y auch

improving, as well as the other forms of servizing. 2/

wp
J/+ The Dry Dock in Bzhrain, a Stra egic Project on the Road %o

Arsb ..conouuc Complementarity”, i
& n 0il and Devel % +hal
; wl. 5, No. 5, Baghdad, Marca 19" . DD 133 - 14109’-:1:-; gzoz;.::)
| s EXTER
3/ o'f;h::ncba:,f Dolcks Operated 2t 94% of Cspscity in 1975, in Arsbd
» vol, IX, Mo. 202, Feoruery 15, 1930, page 13,
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A Collective Agreemen®t with Arsb Kational Bwdrocarbon Transvort Companies:

A collective agreemen: was signed on 27 March 1980 in Kuwait
between the national companies of the Peraenent Conference of Arab
Companies for the Maritime Transport of hydrocarvons and Bahrain dry dock's

owners, ASRY 2_/

The agreement is similar to other agreements concluded recently by the
Permanent Conference members with other dry docks; it aims to "reduce
operational costs of Arab tanker fleets”, In faci, ihe azreezent

calls for stable dry dock costs throuzhout the two-vear conirsct pericd.

mhe ASRY project must be looked at as much as a2n achievement of
Arab development and ecomomic co-operation as one for Bahrain as an

0il producing state,

Indeed, ASRY is one of the gian® irab projec’s whick has largely
succeeded within the Srame of Joint Arad co-operation., The project
ains =t the set up of 2n industrial specialized 23sis, the formation
and sraining of advanced Ar2d cadres in the *ield of ship repairing =nd
maintenance first-dy giving them jobs, then 5y assigning them wita
the task of “ull Arad running of the wiule project, thereby comirituting
to the constitution 0 an advanced irab qualified personnel, PFuriherzore,
the project aims at the 2chievement of a specific form of Arab joint
co-operation and economic complementarity +hrough 2n econogic and
efficient investzent of 0il pevenues, The prolect 2lso eatodies co-opersaiion
between Arab oil exporting countries snd indusirizl nations through the

servicing, repair and maintenance of their tankers in the Arab Julf area,

1/ OAPEC Bulletin (monthly), wol. 13 Fo. 2, Kuwait,OAPEC,
February 1380.

5/ 01730 Dulletin Toi. 13, Moo 4, Fnmlt, ~1273, loril 1220,




3. The Significance of ASRY to the Pature

Indusirial Developmeni of Bahrein

AR Y e e ————————

It is difficul: to aaticipate the impact of the new great shipyard being
bail:t in the State of Behrain oOn +he economy of the region. However, it is
necessary o make an effort and try to foresee that impect in order to provide a
besis for planning the development of the yard itself and ils eaviromrent.

" Yet no quantitative model good enough to force the interactions Yetween the
shipyard and its enviromment, can be established using, as an impul. the quantitative
parameters obtained at in the process of simlating the yard's life durirg the nex:
years to come. Any atterpt to use ar input-output matrix for that ourpose is
impossible, at the preseat moment, as the conversion faclors are not mown axnd,
even if they were kmown, the similianeous development of some other large projects

in the area would aliter them deeply in few years'! time.

Therefore, an atiemct made %o quantify some of the provisions, remained essen-

tially a qualitative analysesth
3.1. The Sxpeciations

Uo to now we have been sketching a s+atic scenario. Let us put it in motiom.
T™he simple fact that ASFY has been formed and the yard siarted %o Te tuilt has
created expeciations of good tusiress, more ezp loymen* opportunities, higher
wages oxd sadaries, large frirge benefiss, deiier welfare schemes, in a word, a
higher standard of living.

™hese expeciations may be considered es an aspect of the ASRY impact on the

. enviromment. Its feed-back is already being strongly felt by *he yard managers,

leading to realise that the problem is not only to have the yard tuilt and operated
on properly, tut simultaneously, satisfy those expectancies as far as possible.

1/ CAEDANO-CARRIZRA, A.X., ™The signiZicance of ASRY to the Future Industrial
Development of Bahrain In: Fngineering and Development In the Gulf,
Seminar of Bahrain Society of Engineers, london, i977. Craham and Troirman

ted, PP, 71-84.
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It is unrealis.ic 40 assume thai all these expectations can be satisfied
in a few w2eks or months. The yard itself will taike two years from now %o be
completedand in addition some years will be recuired for all its firuits o

ripen.

3.1.1.TES FLIATCIAL MARKETS

The financial market as such will not be required mmch by ASRY itsel?, as
the company gets its share capiial and invesimeni icans throvgh special arrange-
ments, relcted %o its basic constitution. Deily bank opsimiions, either ir local

or foreign currencies, are obwiocusly o be counsidered as services,

However, the yard's spin-off will mobilize a ceriain amount of financial
resources, both for fixed invesiments and working capital, that in the ead will
probably come through the local financial structure. In any case, tke ship-
repairing industry does not require very hizh rurning capital because the prodmc-
tion is paid back withain a few months. In such a situation, the indusiry can
normally avoid short term loans, which nomally are less expensive; the rates of

interest are smaller.

In order to accelerate the process, educaticn is to be ziven special atteniion.
Shizouilding is far from being a processing indusiry , yhere the production or at
least the tecnnology can ve rigidly preorgenized. IZach vessel entering the yaxd
constitutes in fact a particular oroblem %o bYe sclved in a2 few hours time. This
requires the yardi's personuel to be competent and resporsidle.

Competent, because repmiring 7ICCs worth US 3 50 to 3C million each means
dealing with complex systems and mackinery, inclnding *he suide ilagznosis ané
repair of their faults or treaskiowns.,

Responsible, because it is impossible to tave a supervisor beaind each of the
4C0 workers repairing 2 VICC. ASRY will thus have ‘0 rely or. the sense of respon-
8ibility of eech employee, at amy ievel, for the required jobts %o be compleled
in time and properly.

The acquisition of the competence and the development of the sense of resjpon-
sibility call for education, not only for jobs training. The level of suck an
educaticn has to be pushed higher and higher, this ‘endency being essential %o
prepare Arab technicians and managers to fill, as much as possible and at the best
corvenience, the different positions offered by ASRY, and also in view of <he
general development of science and technology. The speed 4t which the Arabisation
of the ASRY structure can procesd depends very much on the way the schools here
will respond to this challenge, frum primary schocls to universities.

-




With regard -0 capital costis, the vard is already veins conceived in two

ohases.

If we refer %o ike fingt dock, 2 %total amount of abou! one mndred azd eighiz

million doilars (US $ 180 million), comsidering the in‘iation efrect, ic like-

ly to the final cost of the investaeni, ard running capital. In this respect a
number of facts are influencing very much the ultimate cosis. One is obviously
training, if it was in another area where the existing manpower was already
trained, probtably ithe cost of this would be cuckh lower boih because no money would
be spent on training people, nor would there be a need %o tuild and supply a very

fine training sczool; the school cosis a lot of money.

The yard is conceived as an institution, as a power *0 produce sccial and

economic develooment; it has been found appropriate o follow this course. Of
course the partition beitweern share capital and loans is in fact of ro sigrificarce,
becanse the financing of this project is made by special asreemeat amorng seven states
Yelonging to OAPEC. Xo particular views of bancs in ‘his respec’, at leasi direci-
ly, are being foreseen. As far 2s the spin-off is concerned if we allow for about
20 per cent 15, 20, 2§ per ceat could be a ressonable figure of employment created
by the spin-off when the yard is implemexnted. Assuminzg the correct relaiionskiy

of invesiment capital, we might perhaps reach a figure of J0-50 =illiom

dollars depending on the willingmess of the people around %0 izvest in *this spin-

off iness,

The outrizht capital in 1978 was cf seveny million dollars (TS % 70 millioxz);
this gives the relationshi: of ‘he capital 40 the loan. 3ut AS2Y is really =ot a
private enerprise; it is a company where the shareholders are sever siales with

specific arrangemenis in the fizmancial area.

The second phase is being studied, 80 no final fizures caa be stalted in
relation to the capital cosis of the second dock. If a secord docx is tuilt,
then it won't, of course, cost as much as the first dock did, tut the spin-of?
could very well double.

1,1.2, The Yanagement of ASRY

By contract arrangement, management of the company so far has been princisal-
ly undertaken by Lisnave of Portugal, the largest and most experienced repairer of
ViCC's in Burope. A technical management service is provided by MNavlink, which
maintains liaison between ASRY in Bahrain and Lisnave in Portugal.
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™e figares mextioned above are roughly equivaleat o ‘he rezexa’ of the
panagement 8 to 10 years after the process starts. This is 2 minimal pericd
for the Arauisaiion strzctire 0 develop and at the sanme time to emsure that
4+he recuired informatioz and Xxmoehow is properly passed over and assimilialed

Wy the new maiagers.

The lnashow rarket will be indirecily exploited by ASRY, inaswuch as the
yard will by meterials and services, either produced in the region or imported
from other supplying rarkets, through the commercial organization axd agenis
network already established in Bakrajn. This will require a specific know-how
+o. dev2lop in such areas, woth tecknical and commercial, to assure that trose
materials and services fully comply with the required standards, both ia cuality
and in delivery terms.

Although no specific plaxns have been ouilined for that, we would like %o poi=t
out tha® ASRY will eveatually develop ir some arees (1ixe shipbuilding, sopkis-
ticated repairs, mamufactures of secordary seni-producis, etc.; whers lew siclls
and capabilities will Te recuired. If so the impacs of the yard in +he kpw-tow

maricet will be amplified in relation %o whai we sxy above.

3.1.3. The Ques:ion of the Labour Force

in indepeaden: mavketing organization, ASEY Marketizg Serviczes {ASZYXAR)
operatiag out of _ondon, has been establisned by OAPEC %o inlorm tanker owners
all over the world about the advantages of using ASEY's facilities in she Gull.
ASAYMAR has now agents in 14 major tanker-owning couniries tkat control 37
per cent of world TLCC tonnage. The thrust Jor its sales efforts is to be

competitive in every respect - in tize, price and guality.

The shipyard being tuilt in Zehrain is a very large and complex machine,
which will require meny skills. It would have been unreasonable to assume that

the loca) labour merket can immediately supply all the required mexpower, 20tk
in quantity and quality.

Shio repeiring is stremuous, difficult azd dangerous. The manpower enzaged in
it has to be competent and responsible, as already underlined. T™e quality of
the workars and their behaviour is of visal importance, especially during the

first yea.s of operation, when 2 good reputation in shiprepeiring is %o be gained
ty the yard.




icoking at the labour force locelly availadle, jt is evident that it will
1ake some years of hard work in education and trainirz, defore sone +housands of

sicilled workers of sa~ious irades can be formed in 3zhrein and its neighdourkood.

As for ‘he labour requiremer erts, the irzb comntries, particularly in 4he Tl
area, are developing their economies at a high rate, by means of large developzent
plans that jnclude housing, health, education, infrasiructures, agriculiure,
comperce and indusiry, oot to speak of ‘he exlargement and aodernization of
every branch of 4+he public administration. For Arab citizens this neans +thousards
of qualified axd uell-pa..d jobs, making it ever harder to solve the orodlem of
irg good workers for ASAY.

3.1.4. The Cuestion o° Laboar Training ard Arabization of Labour

mo construct the dry dock the Eyundal construciion Compazy of South Korea
used 2C0C Xorean workers.

ASRY's lavour fcrce mumtered 900 in 1677 and was to reach 1,1CC in 19°8.
Sventrally, the yard is expected to employ 3 ,00C. Cne aspiration of ASZET's board
is that tke yard - the first major pan-arab jmdus+rial verture - will provide
training for yourg Arab seecing experience in heavy industry.
ASRY technicians cperate huge hwydraulic guillotize iz plate shop,sbile a
central corsole in the dry dock's pump cortrol rcom automatically operates dock <

gate and dewvatering pumps.
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The skipyard's training cenmtre teaches a wile range of skills re-
gquired in the labour-intensive ship repairing industry.

-

ASRY's “rairing and developmen: programme is aimed at complese Arabizatio

shipyard trades and assumption of 20 per cent of managemen® functions within

4]
o
'y

-
[&]

jears.
Byt ASRY's chairman believes ihei Arabisatiorn is %o e attained grzduallyr
. . . —as . J%he ..
that the company should be flexible about targel dates; he explains t:xa‘./'kraazsa-
tion prograzme should not be pushed through in a way “hat would hinder elficient
manazement of the cempary.

A larze %raindng cenire has beex tuilt at the yard, and lisnave (+hrouzh

arliny gees that courses are implemented In the mary SiGils required in the
labour intensive Sip repair indusiry. In parallel, Arabs are to assume 1S237

management posSss when ihey have Fained suffisient icwiedse of the indusiry.

Arabization of ASRY personnel made “resh progress in 1375, A%
the end of Novemoer 1979, 52% of +he Company's 1,121 eaployees 2xd
50% of its seno:: staf? were Arac nationals. ASRY .irs to raise th
proportion of Arab nstionals or. its payroll to 3¢ oy 1327, -y Arad
cadres now represent 50% of ASRY's senior staf’, In 1379 some 336
employees have been given a training for cer#ain jobs, and 23 Arab
emplevess woere cont to follow training courses in *he ship indusicy »bro=d,
This indicstes that ‘he Arasbization of the Compeny is progressing s+eadily
with the 2im to -chieve total Arab managesent of the project during the

®orthcoming years,




Special attenmtionm is paid %o training within the Arab Ship Repalir:

and Xainterance Ya:d.1

T.e Arab Company has set a concise objective 0 arsbize all its tech-
nic2) snd administrative sta’s within the first ten years following “he iz=
plementation ol the dry dock project. Ta scummary, this programme sels the
obligation to aresbize 99 per cent of ke posts falling under the joo-level
categories of 1 %0 5, 35 per cent of ize job categories of tze 6 to 10 levels.
As to the _evels from 11 <0 15, they should te argovized at a0t less iZ

80 per cent.

T4 o main programmes wers set Sor training:

4 a prograame aizmed at tre traiaing and gualification % Aradb

professionals;

2) a second programme aimiag at the irabization of aiidie and

senzor s:ail posts.

J—
1/ “Treiaing in the irab Scip Building and Maintenance Company”,
in: OAPEC 3ulletin, 7ol. 1, Yo. 7, Kuwait, cAPEZ, Jaly 1977, B 1C




.t st e iraininz of Arab t~chnicians or oro’essionals L

_——

The prograame of training Arab professionzls was
launched ir Bahrain at the beginning of 1975. Meanunile,
a training centre related to ASRY was put up in tae dock
site. This centre includes a theoretical training section
4nich can welcome 450 trainees, an English language lo-
boratory and 400 m2 of modern woTkshops equipped with a

nunber of suspended and most recent tralning ecuipments.

In 1976, the trainizg centre welcomed 130 trainees,
who have been trzined on running mackines, painting,

electrical ezuipment and mechanical assemtc.ings.

It is worth zeatioring that tke company had ia
fact welcomed a bigzer mumber of trainees, tut tnat
some of tiem were encouraged to abandon their jods
shortly ater their training, in view ol the labour

shortage in 3ahrain. g/

y

ASRY, Ancual Report cf ASRY'a Courcil of Adminzstratian Ior she
Secord Year of tae Project, 1977. 3ahrain, ASRY, 1377
2/ '"Training in the Arad 3hip 3wilding and Repeiring”, in:

OAPEC Bulietin, Vol. 3, ¥o. 7, Kuwait, CAPEC, Juiy 1377, pp. 1C=11,
in Arabic




3.1.8.2.

A pian %o apply an intenmse progranme was sel,
inciuding 2 big number of training courses in order to
train 520 trainees. The success of such a programne was
to allow the company to ootain 40 per cent of its re-

cuirements of skilled labour from other countries.

In 1976, there were 23 trainers and employees
working in the training centre. Out of this total 20

were Bahrainis and 3 foreigmers.

Yy Y 5 ; 1 oy
“he Aradization of migdle and Senisr zdministrztive 20553
- e ba - - DeI

. —
e —

In April 1375 ASRY's board had 2dozeed 2 proz—amme
aiming at the Arzbdization of ‘niermed:ate and 2igh aédminis-
trative joos. Accoréing to that programme, ASXY would in-
tegrate 27 zraduates from universiiies or ccrrespondin
institutes %o train 13 of their empioyees in ih2 company
and Wouid send the otrers abroad Ior itrzining in fcreign

dry docks.




Drafs courses at ASRY are S ructured on the iraining systen used at lisnave.

e

A Tasic school for welders, pipe Iitvers and mecranical fitlers w@as established
in Muharreg two Fears tefore ihe opening of the shigyerd, and 2nout 150 crafis-
men (the majoriiy of whom are Bahrainis) passed tarouzh its progrermes tefsre
sraining wes iransferred o the new yard.

The project aims at industry development in the Arzb Tulf area an¢ 2% profes-
sionzl ard iechnical training for nation2ls of ASAY memver countries iIn the fields

of ship repairing, meintenance and building. s, the dock comstitu

<t
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scale for the transfer of xmow-tow and technical experiise.

At its first stage the dock will allow ship repairing; izter ihe sroject will
& - 1 & -

o0 into jndustrial mamufacturing including vessels construciion.

it can be zlearly seen that the project is not aimed at mere commercial
profit making. Instezd, it is conceived 2s one of <he long-term projecss focu-
sing on industrial development ad well as on technical and professional
trairing in the area. « It is because of this very chaecieristic of
such projecss, tha+ they are carm~ied out by Governmealsj COT? ~ations shoW no enhu-
siasm for long-renged projecis; they usually focus-on short-term profils ané only

some corporations take the risk of going in mid-%ern sentures.

Though %*he dock will service different vessels which would require meintenance,
the development of Arab transport fleets, trose velonging to any °T 2 group of ine

.-

QAPZC member states, like +rat of the irab Tankers Compaiy, will siarantee 2 certain
degree of operation for the ASRY's dry docx whose servicing cepatiliiies Is

synchronized with ihe increase of vessels of Ared Sleels,

™e ASRY dry dock satisfies the essential preoccupation of vessels wisheul
veing forced %o change their jourmey lines. T+ ig for this reascn th2%s she
A3RY site in 3ahrain entitles it %o 2 substantial adventage fo- +he vessels wkich

L)

visit the different Culf haroours.

A special attentiorn ig paidto treining within the Arab ship repeiring and

maintenance yard 2 .

"The Arab Ship Building and Repairing" ia: OAPEC 3ulletin, Tol. 1, 0.2
Kuwait, OAPIC, lovember 1975, po. 3-10. Tex:t in Arabic.

wiraining in the Arad Ship 3uilding and Maintenance Company" in: CaPC
Bulleting, Yol. 3, V0. 7, uwait, oAPEC, July 1977, page 10,

R




1 decision has iherefore been made 0 “1ilé a2 moderm school in the rard,

able t, train between 25C and 200 sidlled worxers 2 rear. Assuming thet it

4

will te flly used and a2liowing for 2 certain percentage ci losses, it il

take ASEY arout § %o € years 1o have 200 to SLC Areb workers thus “rainsg,
scarecely the effective manpower required Ty crne 3cck, If 2 second dock is

milt, another 4 to 5 years will be ne_oessary o doudle that fizure. Alzhough

o)
n
$ +
o
t

egic move, the result of -uck a desisicn are no: %o ve seem fOr some
time. On *he oiher hand, <o invest and not 20 sell *he irsiazlled produsiion
pover due to ¢ :ack of labour would have teen disasirous. The solution ras
Yeen to itemporarily enzag: sidilled workers, coming from other areas, ranelry mdla
and Taidstan, woth o traditiornal source of mampower Sor the Culf, or even Zurege

or elsewhere, for the zmore specialized jots.
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3,1.5. The Service 2vkel

The local services market will Se very much used In many areas, eilher

to complement %he ASHY sirucfure and operational means or iu carryaii specializes

tasks.

Wwors

in the first case, the classical example is the suvcontrecting a2ciivivy

generated ur ASRY. As ezch particuiar vessel coming in3o the yard w2ll re-

quire particular repair joos to te made, the overall worlidlozd oz eacn trade
will De aveilaldlie and will often exceed the yerd's capabilisy. In such cases,

- ~

ASRY «ill 4ry as much as possidle 0 subconiTact wori arcund. Ixperience

" tells us that co—-operation in this field betwnen the yard 2né nesriy skoos

or indus<irial plants mey be fruii{full for everyone. This secior of the

services mariket me7 Ye worth US 9§ 3-5 million a ye2r.

In the second czse, taniding, insurances, travel, iranspori, eiz, are included.

These services will be used no% only Ty ASLY iiseld, =% z2lsc Ly shizowmers

and crews, maldng it difficult %0 2ssess iis overall dimension,

3.1.6. The laterials larkel

The materizls direcily concerned Ty ASRY mey very well represent 2 dsmand

S 3 3-1C million a year, dependéing naturally on the number and the size

of ihe vessels celling at the y2rd in the same zeriond.

There a2re Tesicellr three catesnriag 97 mzierizls, ezch oOne wiih 2 raxtioular

SupDlT srele:

1. The Tirsi catesorr is made up of those materials (like steel plaies and
orofiles, pipes, electrical cables, etc.' that are 1o Te iransformed in%o
products in the yazd, throuzh 2 more or less complicated poocess of manu-
factire, prefavrication and insitallation on boari., The yerd will sian-
dardize them as much as possible, will carry sitocks of them and «ill uy

them currently on 2 normal tender %Tasis.,

2. The Zecond catezory is formed Ty materials going direcily on ward, for

example, efiipment, machinery or paris ofien vought oy the rard, on 2

ca3e Ty cacse besis, 28 they have 1o suil particular condiiisns of perfor-

mance and/or delivery terms.




In relation %0 tke Arcl nmatlion 25 a vhole, the engegement 0f 3killed worikers

——

———

coming foom abtroad is 1o te understood a2s z lzunching plaitform <2 m2ite she rax
viable Zuring the first yea—-s of operaiion and <o let %he yard have encuzh iime

for lrad worlers {0 Te properly irzined.

In rela-*onjq" lzbour markeis, the conditions offered Tr ~ASRY, incluiing

vaczes, st e such as %0 ensure *that AS2Y gets the s¥ills recuiredi to proveriy
repair TLCCs, witbhout siariing 2 wages race.

ko oy

The decision to irain persornel on a large scale indicates the soluticn
proposed by ASRV's menezers for the protlem, hzt is opening the =y 0 aigher
vages -':b.:-ough hizher cualificetions ané preductiviiy. Uith such an 2im,
co—oneraiion tetween ASIY ancd oither resmonsidle organizations is required in
education schemes, zlready es*atlished or eventuellr planmei Ty ithose orgenizaiicns.

Planning will certzinliy help in coping wiih the situation and in following the

rizht trends in socizl and econmomic derelopment.

It is hoped that <he 7ard, a2 great ired company, Z2ealing wiih larzest ltaniters
afloav, reguiring an irmense '-ra:“.e-‘.;r of skillis, will a%t<rzct iocal peosle. 2ut
. SIS

as ine demand of sidlled lzbour is Zigh and the e..;'pm:.ilir- joos siremuous, M-

S

-

culs and dangercus, it remeins 49 De seen I 2 sulficiami numter of ihose pectl

-~ -

will Be willinmg %o siay with ASRT for a long perisd.

The fringe Zeneliis scheme of the compeny will prozally help %o increase the
attachnent of <the labour to the yard, 2lihoush 1% leeis wvery difficuli for A32Y
to lezd the mariket in this respect, some of the already esiablighed indusirizs
haring schemes that, ecornomically spezidng, 2re beyond fre possitiliiies o
shizrepair yard. In any case, ASTY proclainms 143 inteniicn 4o siay in line, a5
much 2s poss ible, with the best employers in 3 ahrain, namely in the three Zasic

-

areas: houszr:g, healsn and educaiion.




Lyl

o Thethird zale—srr is mede of malterials eltler Telonging 49 4he shisoimers

. £ e 1e ot e it e SiEan ama - -
or touzght Ty trhe rard on theilr 2en2lf, in whizh the 2xd zenerzllr zas

no sar in the choice of the supplier, 3ue %0 lechnical or eguiva.ens

In awyry case, *ze Zeliverr sueed is of uimost imsoriarnce, and the Zatirzin

commercial siructure, through which many of those malerials will natu—ally e

purchaesed must gZive sarticular atiention t0 this recuirement,

faterials folling under the third category =y not nmecessarily all favour 2
gradual integration of A33Y in a future regiorzl or paz—iAveb integraies indussrial
and technologicael siructure, through 2 regicmal 2pzrovrizaie setd of equipnment and

ther engineering indusiries, To the contrary, the other materials of the fi-st
and 3econd categories may and shovid fif in suck a regionaleintegreied and lzrgely
impori-sutstaniire scheme of engineering indusiries. Surely,such an opiion con-
stitutes a real indusirial and technological challenge, Tu: wiik the implementa<icn
of ASRY in 3Rahrain and oither dry-docks in Dulai and in southern Irag for ihe

Julf area, the comnsir:ciisn of ilgeriat's and other dry~decks in Areb Morsh Africe,

a develooment of equipment and eugzineering indusiries zimed %o support those dry-

%

docks could te as much jusiified as fawvoured o insure bdoth trelr commercizal ax

¥

socizl orofitadility. An izput-output meirix is nacessary to determine <ze paitern
and the feasioiliiy of the adequale ecuizment and other enzineering indusiries
whose development can feed anZ sustain $he largest part of materials 1o be required

in ASRY a2nd the Arat shiz repairingand lzter shipmeilding yardis,

-l

Jistinction of +the different comvonensis znd naris requirei for the szinz ree

gairing yards has {o te made:

1. There are snare varts that the »rard i1l carrr in sitock momally flanges,

)
ralves, tolis, and siailar <*hings. The siocks foreseen £6r AS3Y are

somewka*t larger than one could expect to sees for insiance in Zzrope, due
to the fac*t ithat ASRY anticivates a certain diffizulty in geiting them

cuickly.

2. Some of the other paris zre carried out normallr on oard ship and they

don't present any varticular difficulty from the question of esseniial
items vecause the vessel has this normally on ooard.

1. Then comes the most difficult area in resvect of <his, those spares or

corrion spares that AS2Y hopes merchanis will decile themselives o carry
in gtock. ASRY will frave t0 see how the market ill react. 1If people
around {the sites invest a litile bit more in stock, and of course recuperzte

it vhen thery supply ‘o the yard at 2n appropriate orice, ASRY iZll De in
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he same siTualicn a2s if it hed carTied ihe sisck iitsell,

%0 e guilte deciied ito use 2ireys or rcads cormunmicatisns

evoxes <he pos3itility oI large tTueis comizmg from imipe T

2 40 = 22- Th 2 periisulac heav zart that couli evsmiuall Ze recuired on
A - & Y, s 3 -, - - o vy < - .o - - Tevind awm
e 2 vessel, othermise, i the zart is wverr, very lighi, chviousl- tke zoluiio:

is %0 freizxt it Tr plane 2nd have I+ in Bahrain trhe zext 322y, lecording o

ASZY sources, It =2 cover alnost 95 per cent of the cases.

,1.7. ke ruizment 2rket

This is a rether diffizult marie:, where the technical experiise oI -
rarits desizmers is zos3t imporiarnt, 23 the need <5 use reliztle eTzitmerns <

Tte =lanced azainst inmovaiion angé cost.

Reliabiliiy means <trat the ecuipment shouli have Teen srenerly levelozed,

: - ——ed v & = 2 - e PO - - -
desizmed, Tilit and ftested in full scale; then ithai zrogar ar-ansements zoe
< N - < 3 - - > <
es<aiished 5 ensure mainiemanc Zuring Is lifatize.
2,

d £ - I o - - < ~
8 Tar 2s o3t I3 cencermes znd 'ea::::; SR b oled

o = A - . . = . tm m
crc.es cf iy 2V SN2 gT7en NOTre rearts, ":-::a*s..:':: LTSS T2ses fan onm. Te TaL?

Yy A mamicmd: =gl
W 2iscownt techunicizans,

- < T el ymEeme el s 3 33 3 5 - - & P

"me local izfasicy teling o9t In 2 nesidion to troaduce aguizmerns oo SnlN-
opem & 5 oy oy i > 137 -7 = S - - < o & s b Dot -
JeTaSy “ne LTTelt o2 77 on tza emvirormment, Iz $hisz azrez, is lizelr 0 te fa2lz
maliw e Twp thg A avmada g T imd e mpreed - -
main.y Iy She cortmercla. ce “imited %2 z/iirmens

- ~ & y— - 'S e - = i -
,1:'3:'.2595, -2€ neeq 2T sTare jar.s ans (TULINSS ::e-:'.g Jerwandtt 2.l 2.8 e

eguirmenits sperziinnal Iifs,

d, e Twasmecs3 fIr 2 Zeccni ez

e drr-dock wes conceived Ty CAPIC amcund 197i-13735 af 2 time then the Ze-
mend for ViC3Bi=s verr nigh., later the demand for <he TIlls ras gone dotm amid
the crisis struck the trade 02 0il, 'Thile thig aas not Zeeply 2ffectes 4hisz

Jard, ASRY i3 pering close atiention to this si‘tuation :wnd studying the second
dock., Thus the study of ‘he second dock hes proved that it iy much more difficuls
determine the right size of the second 2ack. ':’.oz-:ere:‘, there zre zlireadi; mor

than eigh:i hundred of the T_lCs, existing or %o be delivered, znd <his is such

2 large amount of effor and Fich 2 huse invesimens <hzi notodr can shini: 9f those
TCCs vein- scrapped from one dary to another, Ther mist coniimie the irzde, The-

have t0 be repaired. l‘breover, ASRY hes the ideal cituation with 2 new posiiion

1)
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in ie worli 4o a2iirast <zxners to oe regzired, tecause izzil's ike nlace, vhere
=CST anzers arvive emni awd In 2 condiction 10 e repeires. i the srastess
are 2 1it<le WL Iifferent vhem thin'Srng about the size of the vessels, Tecause
it is zecessam o0 iy and anticizete wha2t il 2e ithe fezkhion for the nexs Yten
reass of tze vessels calling at the Gulf, and them Irr Z¢ find tze 2ight size 3o
the docis in order %0 ameii 2 new expensive investmeni; Tut now at the sare *ize,

ASTY h2s 3o take as Tuch as possible 9F the existing market 3pportumiiies.

As far as the ctlher shipyards ere concerned in oither ore2s o the world,
many of the yarés succeeded . ir azreas whick are noi compeiing wiith ASTY
vecause ther are serrirng anoiker market, irhey are shiprepairing for all carriers.
Tits a ccmpletely different market, so ASTY does noi consilder ihem as in any

relaticn 40 ‘he lanke- marke:.

As for the competitors ouisiie ithe Tuif area, the mairz compeiilors are ic te
fourd in the {editerraneen zres nowu that the 3Suez Canal zas deen opemed, ani ser-
naus oither sniprards =gy develon in Alrica thich cculi Ye consiiered as sormeti-
tors. Iven in this case, iSZT kas the advaniaze P the Zdeal position o Zakwa-r,

3ahrain is rezlly <he Dest plzce 2ll over the worldto muili 2 ‘anzer, so even

(%8

T competitons appear, ASPY cam manmaeze i the reason is rea2lly 2 g904 adapiion

ts <re marive:.

The project a:m3 at industry development in tze Ara: Juif area and 23
profess:cral and technical training for nationals o ASRY zemter counirieas
in the fields of ship repairing, mainterance and Swlding, Thus, trhe dgck

censtitates 2 practical scile for the Sransfer of Low-now ang sSechnical

expertise,

At its first stage the dock will allcw ship regairing; later she

project will @0 into industrial manufaciuring inciuding vessels construct:orn,
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Prom %he plarmming point of view, one may distirguish between
the yard's building phase and the operational phase. Bowewer, i
is ¢o be clearly unders<ood that from lecznology and nanageren<
points of wiew, the company's life will not have any disconiimuity.
The know-biw required %5 lead fowards success is to te 2veiladle 211
the time and %0 be integrated,

Between 1,000 and 1,500 people will work in the shipyard 3y
1978, with the first dock in operation, IZ and wken a3 secord dock
becomes operatioral the labour requiremen® will be probably twice as
zoch. 10 - 15% of these pecple will be ‘echnicians and/or mansgers,
and the company is therefore competing on 2n international basis %o

get lhem,

The first team is obviously to be formed Ty experienced people,
carefully selected <o set up and launch the yard, 3y the end of ike
presert decade 2 need of a certain amount 0f replacemenis is ‘oresezadls
as well as the eventuzl development of the yard's production power.

This means s demand by ASRY of 3 - 15 new :suchricians and 3snagers
per year, of which about one third are to be universiiy engineers

and economists, during the first years of <he 194C's,

ASRY made proper arTangementd with -egional schools and universities
for young Arad graduates t:c come and progress in the yard, then eventually
te offered a pos:ticn from which thaey can start a career tased ugpcn Yheir

merits,

CONCLUSICT

Thriving business, higher standards of living, a real contribution tc the sccial

and economic develotment of that envirorment are ithe 1liimate resuliis everyone is
aining at, Touwerer, they will not follow auiomaiically ithe comsiruciion 9% %he
docks., It will be necessary 28 well %o solve some troblems, with ‘he availasdle
resources and vwiihin the consirzints appiied bty the shiprepairing market iizelf,
the Culf's social and economic 3iructure and the markes supplying mow=hou,

ecuipment, menpower, naterials, services and finance.

P
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TLICTOUICITY, TATER AYD STAGE

e couniry's principal natural resource - 0il - is ruming out,
and effarts are teing made to cuickly transform Sakrain into a3 service cenire
for the Culf. To attrac: the offshore mnking units, offshore compinies
and internatioral air and sea iraffic (vhich Sahrain has successfully
done), the couniry's infrastructure kas been greatly iaproved.

Bowever, with this success and iis attendant rise in the economic
power of the indigenous population, demands on the infrasiructure have

grown proportionately.

The propoded construction in the middle of the rext decade of an
$ 800 m. causevay to Saudi Arabia (by which Bakrain hopes ts become
a major gateway to 1%s big neighdour's Zastern Province; will impose

ever greater sirains.

The strength of this new demand is sirikingly refiected in Darrain's
current Sudget. Cut of the $ 362.5 = allocated for projects, nearly
$ 32 a. kas been set aside for housing and $ 37 a. for electricity,
which together make up aimost 50 per cent of the totai. Y Tkis poiicy
aims at consolidating the infrastructwre sSo a3 %o Tecome compatisl

with economic growth in varicus fields.

Reference: Some structural Bahrain problems in: The Financial Times,
london, Monday 3 April 1978. Special Report Bahrain.




1. _SEA TRANSPCRY

Sanrain's 2ain pOrt 1S “ina Suimen, wWnich wad Duilt in 1381, The

pert Sro7idad Terth facilities fsr six scezn foins vessels un o ol

=S

feet draught, wWith moder— tugs, <zrgc handl:ing and tunkaring fesciizi:iss.
There zre twc sm2ll speciziized dorts, mamely the Sitra jetd-, whish i3
the cil terminal for the 25il refinery, and the Alba jetilry, which serves
the 2luminiun sgeiter, The Sitra et can accommodate six smzll tarmkers
{35,0CC tors; for refined proéucts; ané the ilba ietiry can beriz iiree
skips ¢f :5,CCC tons eac:.,
Scips calling at Mina2 Sulman ircreased from zbcut £CC 12 1371 ¢

1677, 2nd cargo handled increzsed by twe znd a hall times

during the same geriod. This increase in traffic, sarsicularliy of =ie

congesticn 2nd a2t the same iime Jroceeded wilh It
- .

unicading merchzniise =t twite %he Irevious speed, Sonstrusting faur

temperary serths, incre
k

A3 a result, oy thare was nc walting time, 2m3i tha pet SUTCRErSR wWis (

e.iminated. ‘
{

Expansion of trhe dort bty siy mcre terths and dredging it to 2 demh

-

of 36 feet is estimated %o cost 2D £C millisn. Alss; the port will hrave

2 container terminal capadle of handling first and second generztion

contairers. Cnmpietion of 2.1 the 3ix tertns is expecrted Gty early 1
o

Twe terths Zrve airezdr been completed.
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drep in rent. Cne estimate is thay t ere zre 1,0C0 surplus high-cost

rousing units now in Zahrain.

3.1.2. Pr= Tudiic housinz Drosramme consisis of iwo parts: consiructicn

LA

and loan programmes. The constructisn prosramme involves tha2 censiruc—-

tion or the inistry of “Heusing of 2,CCC reusing units =z year. Thess
rouses, which ars constructed lzrzely Ty lcesl comiraciors, &re then

1,023 traditicral, and 174 sparizents) and in 1277 1,272 (3CC syssanm

776 tragitisnal, and 402 apartments).

3.1.3. Tras lezm prosrames invelves proiding corztructian lozns for up

to I 2C,CC0. These lcans zre given 90 citizens wro can 2fforé o con-

Reir owm

'

struct 2z house on roperty, Land i3 ususlly previdad free Tr
bl

t z
the State., The loan ia for 25 yesrs,and it 1is intarest-Ize. idcut 30-30

ser cent of the lsans have been for home zonstruction, and the remainder

for home improvement 2nd extension. I» 1577, the Ministry apprcved 1,CCC

.,

applicatiens for housing loans, of wrich 3

-
li
i

per cent went to govermient

emvloyees 2nd the rest to private citizens. Total icans made durin

g 1578-7"

were 2D 17.5 millon.
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3.3. The Three-Year-Plan for Zousing

s . PO + _— T =~ I e -~ . Sav g P
Tha smvepmment is o irnvest I TS amiilien 13 122.2 mililern, In

a three yezr plan for heusing. Investimend #ill ce 3D 15 millien U3 215
nillion, in 1972, increzssing to 3D 3C miliion (3 75.1 milliognj in Toth

133C 2-3 1531. The govermment Lopes pensior funds and commercizl tanxs

Wwill also inwvest in the plan. l/

A housing benk, under comsiderztion for scze time, was to be set

un- to provide low interest ioans on iong terms %o 3ahrzini house

o+
b
o
&
L8
et
I
®
\]
.
]

of Eousing undersecretary lhjei-Latif Kamoo szid thst, al
is to tuild homes, "as a byproduct, the prograame is designed to hels

local contractors and tcost the ecomomy”.

e———

y

wBahrain. Government to Invest $ 195.4 million in Homes”,
in: Middle East Economic Digest (¥EED), Voi. 23, No. 5,
London, Feb. 1979, p. 18

ouyers. The interest rates nay e 53 - & rer cent, fcr 25 yezrs. Wimistzy




3-‘1-

The bousing allocation is part of a p—ograrme for ithe comsiruction

of 2,000 low-income and middle-income homes per amnum 1977-35.
Frefabricated units are the basic ingredient of the programme, and
system tmilding of variocus sorts is its keystone. Speed is of uppermost
importance. The Bahraini population is growing bty 3-4 per cent a yea3
and the Covernment, for both political and social reasons, wvants to
spread the country's new prosperity as quickly as possible.

™wo tuilding systems have met with success iz Bahrain. One,the
Camus sysiem from France, is used by Tniited Puilding Factories (USF), a
British-managed locally imcorporated coupa::rll The other is the British-
developed MOD-L system and is used by the venture formed jointly bty &;hram

2
Contractor Abdulla Nass and the British consiruction company Tarmac. =

USF, which has a large factory on the edge of the desert, siresses its
factory control in dealing with the Gulf area's chemically corrosive
aggregates and water. MOD-L does not need such elaborate facilities.

It also can be set up on site, although Tarmac Nass, because of the relatively
short delivery distances and other reasons of convenience and efficiency,

chose t0 make their panels cenirally on a siie near Delmon Ready Mixed Corcrele
(another Mass concemrn).

UBF, which now only workiagz at about half-capaciiy because it is between
government coniracts, studyinz the possitiliiy of exporiizg bty ship to
Saudi Arabia and the rest of the Culf. Doth companies' long-term future

probtadly lies in the access t0 eastern Saudi Arabia.

1/ The Bzhrain Covernment has taken a 60 per cent stake.

2/ Some structural Bahrain problems in: The Financial Times,
London, Monday 3 April 1978. Special Report Bahrain.
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4. ELECTRICITY

generztors in RAzs Rumman power station were inmzugurated. Zlactiric
ocwer i~ Sarrai=n todar 13 senerzited by svaticns owned Ty three se-

parate orzanizatisns: the Goverument, 2APCC, and ALEL, wilk instalied

capacitry of 25C I, 6C 7, and 3CO = resgectivelr. It is, therefore,
clear that AL3i's capecitry is & little aecre than that zvzilable for
the domestiz use =f the whoie ssusiry. iccess to eleciricity inm Zah-
rain i3 very high amcunting to about 33 per cent ol the tcotal pepu-

lation. The rising standard ¢f living 2nd the conseguent rise im ik

use of aircorditioning ccupled with the increzse in the numter of in-

tc severe rressure sn the zircondl

m
(9
.—J
[

8

Electricity can be illusiruted by the fact that dewand has grown by
30 per cent per year for the past four years.

Peak demand last summer (at the height of air-conditionsruse to cope
with Bahrain's sweliering temperatures and humidity) was 223 MW, which in
theory was comfortably covered by produciion capacity of 280 WW. However,
the threat of power cuts was always there and only a mechanical failure
or a shut-down for unforeseen maintenance work was needed. 12, as expecied,
demand grew: by another 3C per cent in 1973, the existing capacity failed
to be adequate.

To meet this rapidly rising semand, the Sovermment nas accelerzies

it3 expansion of the power generation capac:iy. 3esweern 135£3 and 1375
installed capecity of lianame power more tnan

to 131 W, ALso, in 1972 ork tegan on the constriction of 2 new .args
3tean turbine power stavion 2t 3itra with 2 c2pze-» - 7T umA

cc3t ¢f 32 IC millicn. This staticn 2.35¢ included 2 wesar Aesalinzsior
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Slzmt Sap 3 omillicl gmlloms of wWeter 2 427, Inmitizl schedule WES e
the zompletisn of tie projest inm Jour steses I 103, Tut i-pleTemizIiin
#e3 zncelerziad rasiily, anmg 4 projest wes completed Im TR Im it
tisw, 2 S2coné 23 Turiine fower steticsn Inm (RaTrag uLth instio_sl ca-
secisy of IC 77 wss sompltad ir UTT, Tringing the TItil iwgtellzd sze
gasisy in thzt rear oz 22C LT

vorecrer, to 2msure the zvzilaldility ol zderuisle power SuUSRLr In
tre future, the Scrarmment i3 now constructing a fourth pewsr suzlisn
2t 3ifaz with =z capecitr =7 ZCC M, The first phase cf CC L0 1s 2ue
for complaticn in lugast 373 awé 4he seccmd Stag2 in 1R7I. Sosmt
4% *his project is estimelad =2 D C =illiom,.Tgtzl Im2stent
in electricit~ _including water deszlinaticrn) amcumiste I 127
millizn gver the zast {ive 72aTs f1374=73; zms i3 projected =t
SN 117 million over the next five rears (437332, . The irzl Tunds
wae een tze Tain source ¢ funds for these projests. T2 253ess
fiuture power needs, the Sovermment recent.” z3peintad sonmIuliants.
I< ie sl3¢c somsemplating Imporiing tewer from 3audi ATzliz 2CTCES
<ne czusewz: Surinmg 1333-3C.

Therefore,

Bahrain has embarked on an ambitious 10 year power prograzme,

<he firs: part of which is the comstruction of a fourth generating station

at Rifia at a cost of $75a.

The first 100 MW stage of the Rifaa plant will

be complete in July or August, with the other 100 MW stage to be finished

next year. y

vy .
Some st

London ’

e Pinancial Times,

Bahraini problems’in:
ractural P L B ot Pabrain.

Yonday 3 April 1978. Specia
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it3 us2. Pswer in 3Jahrazan i3 nezrily sutsiiized. e rztas 2-e
S mer vrv . - - -~ - - a = & o o P
T23 lew WZizh I3 2xmcoursimg Waste. 25 = first sted, the Directo-

ferentizte rates tetieen ~ommercial ané kcme users. The Tirectcrase

is aiso i tending to base its rate structwre on

-

§ o
4
1]
[§]
vy ot
ot
133
®
o
[’}
3
+

electricity by shadow costing tlae g2s used inst

oractice of 2ssuning zers ¢sst.

Impiementaiion of tzese obdjaciives wecuid te azde easi2r, if

the Zlectricitr Dirscicrate i3 grznted autsmomy. This wall alsc zn-
» S

atle the Directeorzte to recruit %irne nesded sumalifies technical stafs

crait 2t 2 higher than itha Jevermrment sczle, which resulted in the

v 2 cemFed

[

5 ad ' Y cre o~
12é 3t2lf %c the nizmar paring 2

ioss of meny of its cual:
enterprises and neighbcuring govermments, Pinally, 1o 2mz2ils tfe
Directorzie to Sfunction more effectivelr, there shculéd ZTe 3lznning
and coordirnation betwe:sn it znd the strer Govermnment zzencies whe
undert2ke orojects that reguire eleciricitr., This will 270ii ti:z
present situaticn ¢l having orcjacts completed witioul <iha prior

i

rowladge of the Directorate which i3 tlamed for not teing atie

3
-
H

—d

to 3reviie tre electricity on time.

1/ WORLD BANX: Report No. 2058-BH,"Bahrain Current Economic Position and

Prospects”, Waskington, June 28, 1978, pp 28+29
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Table __ 2 ELEZCTRICITY PRSDUCTICY AND CONSUMPTICKH

iastailed Pezk Units

Capacitcy Load Producdt/ Nurber of
Year (Meeswvazts) (Mezawatts) (Xat) Consumers
1970 79.8 60.8 263.3 2,000
1971 79.8 67.8 257.5 44,060
1972 92.0 73.0 283.22/ 46,000
1973 92.0Y/ 93.0% 331.0 48,000
1974 92.03/ 108.03/ 395.0 50,000
1975 161.0 143.0 505.0 52,500
1976 230.0 171.0 682.3 54,000
1977 290.0 223.0 896.0 59,500

Source: Statisticzl Bureau, Minis:try of Werks, Elactricity, and
Water.

1/ Excluding losses in transzission.
2/ 7.2 million is the contribution of ALBA to the domestic consumption.
3/ Difference in installed and peak is made up by Alba power statiom.

Monthly Eilectrical Generation,

Maxizum and Mizisum Leads, 1975
Electricicy Maximum Minimum
Generated Load Load
W M MW
January 30.4 65.4 28.0
February 28.6 64.5 27.5
March 29.5 64.8 22.1
April 33.7 76.0 27.6
May 58.2 127.1 48.1
June 76.1 152.6 69.2
July 85.¢ 158.0 64.0
August 91.6 71.0 88.0
Seosteuber 94.0 171.0 92.56
October 79.6 158.0 70.0
November 41.2 89.5 37.0
December 34.4% 68.3 35.0

All Year 682.3 171.0 22.1




The demand for water is also growing apace, and the situation is
made worse Yty the increasing salinity of the couniry's ground water
fupoly. The causes and possible extent of the problem are not fully
understood, tut a strict monitoring programme has been established. .
Ads more and more ground water is extracted, sea water increasingly
enters the aquifer, from the east to the west

Table water Consucption

(In millions imperial gallons)

Months 1973 1974 1975 1576 1977
January 389 402 422 464 574
Tebruary 335 377 396 435 564
March 418 4264 446 490 596
April 424 434 456 501 601
May 458 465 489 537 619
June 461 473 497 547 639 I
July 482 510 535 539 669 |
August 597 505 541 595 578
September 495 499 523 575 664
October 487 512 538 591 674
Novezber 444 463 491 541 520
December 427 448 470 317 571 Q
Total 5,467 . 5,517 5,804 6,332 7,469 |

Source: The Water Supply Directorate.

Reference: Some structural Baharain problems in: The Pinancial Times,
London, Monday 3 April 1978. Special Report Bahrain.




Aquifer

dhile studies contimne to determine the extent of Sahrain's agquifer
and any possivle links with aquifers in Sandi Arabia, Bahrain is pressing
ahead wiih its programme t0 meet growing domesiic need with more desalination
capacity.

Domestic demand is currently running at 12m. gallons per day and is
expected to rise to 20m. gallons per day ia 1982. The Sitra power station
now has two desalination units each producing 2.5m. gallons per day, and
expansion plans envisage the output rising to 20m. gallons per day ito produce
3Cm. gallons after blending with ground water to meet the domestic requirement
until 1985. Tenders are expected to be invited later this year for three
desalixtic= units each producing Sm. gallons per day.

The country's overall water supply progracme which also comprises
extensive pipelaying pump installation, new control facilities and the
construction of elevated and ground-level sitorage tanks, began in 1974 ard is
scheduled for completion in 1980, with the extemsion of the minor networks to
follow. Total cost of the programme is estimated at $12%m.

J/ Some structural Bahrain provlems in: The Financial 'I‘:!.mu,
london, Monday 3 April 1978. Special Report Behrain,




3.2. Like the electricity ard water programmes Bahrain's $152.5m. sewage
project is also movizng ahead briskly. Feesibility studies vegan in late
1974 and the project is fast approaching completion with the m2in trunk
line expected to be iz place by mid-1979. It involves the installation
of a complete system to serve all of Bahrain's metropolitan areas,
including 30 pumping stations and a treatment plant to recycle sewage into

water for agriculture.

Y Some structursl Bahrain problems in: The Financial Times,
London, Monday 3 April 1978. Special Report Hahrain.
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While Bahrain'e economy is stronzly integrated in the inter-—
national market ecomomy, its foreign trade reflects a differenfial
and an imbalanced geo—economic spread. This 1s due to the under-
development of the economy, the lack of correspondence between its
supplies and exports, the specialization in oil refining and ex-
portation, and the dependence on manufactured goods, intermediate
commodities, consumer goods and foodstuffs. The country's geograghic
location and its role in regional and international trade are other
important determirants of the geo-economic spread of its foreign
trade.

Bahrain's foreign trade suffers a structural deficit which
nas fluctuated between 1970 and 1378 and, at the end of this pe-
riod, multiplied by more than four. Considering the non-oil sector,
the value of its import {CIP) and its talance deficit nave both
multiplied by five over the period 1370 to 1978, in spite of an
inerezse of more than six times the export value (P03). Bahrain
nas boosted its non-oil imports, especially since 1273, as well
as its non-oil exports. As a result, the deficit in non—o0il talance
fallawed a similar treand between 1373 and 1973.

The Bahrain trade talance showed a deficit of 3D 72.8 or

$ 137 million in 1977; exports amounted to 3D 730.1 millicn and
imports to 3D 302.7 million. (




THEE SCVCDITY STRUCTURE CF FCREZIGY TRADE

THE CCMMCDITY STRUCTURE CF =XPCRT>

Integration in intermational markets appears also in 3ahrain's

sector of exporis. From this angle oil extraction and refining con-
tinue to dominate 3ahraini total exports. Price increases reinforce
the value of this export item in total exports. Tkis could te ob—
served over the period 1976/73; mineral fuels, lubricants and re-
lated minerals including refined oil anéd Abu-Saafa exports repre-
sented more than 795 % of total exports in 1976 and almost 30 % in
1979%.

Manufactured goods, including aluminium exports, represent

a second but far less important item in Zahraini exports. In 1376
manufactured exports represented 14 % of total exports, compared
with less than 12 % in 1973. This indicates that the zrowth of
manufactured exports in value has not coped with the similar growth

in the value of oil ard oil products.

Machinery and transport ecuipment represent a third bdut very

simple item in the commodity exports. In 1976 they represented 21-
most 5.3 % of total exports, and only 4.1 % in 1573. Another cate-
gory listed under Miscellaneous Manufactured Articles should be
added here, valued at a li%tle til more than 3 % of total exporss
in 1976, and atout 2.2 % in 1978, This category of exports is, in
fact, a reexportation activity which is affected and will probatly
be more affected in the following years Sy the general development
of the ports and trade infrasiructures in the various neighbouring
Gulf States,

Pood and livestock represent a minor item in commodily exports;

even if we add Beverages-and-Tobacco exports, they represent only

1.8 % of the 1976 exports, and only slightly more taan 1.2 % in 1978.
While Beverages and Tobaccc have margirnally increased, ¥ood zand Live—
stock expcrts declined in relation to the population growth of Bahrain's

increasing food consumption.




Qi1 expoc%ts amounted to 3D 572.5 millizon or 3 1,475.5 miliion
in 1977, while oil imporis increased to 3D 357.3 mtilior or § 722
miilion. Consequently, the 1377 oil revenue of 3ahrain rose 0
‘ Sp 180.7 million or 3 455.7 million, including reverues Irom Aou

Saafa production.

The Bahrain trade deficit in 1977 was related to a non-o0i.

trade deficit of BD 287 million due to important public investments,

chiefly in housing and electricity. The deficit in the zalance of

current accounts amounted to 3D 49.2 million or $ 125.3 million.

The oil sector has positively and constantly contributed
to the country's foreign ‘rade by reducing its glotal trade de-
ficit. In fact, Bahrain has to import crude oil in order to fully
utilize its refining capacity. Yet the almost tenfold increase in crude
imports betweexn 1370 and 1978 has been compensated, though not
entirely, in the value of oil exports including Avu-Saafa oil.
In 1973, the last year of the period considered, tne ratio
of oil experts to oil imports tecame roughly 1.7 aginst

more than 2 in 1$70. In fact, increases of the cruge price have

affscted and will affect the value of %he country's crude ilmports,
while raising that of its oil expor~s. This is not the case in the
other oil-exporting countries of ihe Arab Gulf, whose domestiic
consumption and total refining capacity are below the cuantity of
. their extracted and exported oil. Since Bahrain's oil production
will continue to decline, ore may expect 2 narrowir.g of the gap
between the value of crude oil exports and 0il imports. In the
r year 1579, crude imports totalled 476 million and exports 772.5.
The ratio was already 1.6 in 1979. Such a decline in the ratio
of exporta to imports will conseguertly reduce the positive role

played by exports of refined oil in total foreizn trade. This is

shown in the following tzable.




R B. D, Million Table No. 1 Swmmary of Foreign ‘Prade
- NON - O1L, OTI(, ** TOTAL OVIIALL
I TIATIE
Ind of Periud import Fxport Balanoe Import Fxport' " Import Export DATANCE
(C.1.%.) (r.0.D.) (Crude)
90 80.1 25.2 - 59,9 37.6 78.5 17,17 103.7 - 14,0
9Mn 109.1 0.1 - 19.0 19.0 97.4 148.1 127.5 - 20,6
1972 106.8 45.9 - 60.9 58,3 106.5 165. 1 152.4 - 127
1973 128.0 59,1 - 68.9 76.3 132.4 204.) 191.5 - 12,8
1974 116.0 AN - 1043 269.0 430.3 445.0 502.0 - 57.0
1975 232.9 84.0 - 14809 240.9 391.8 ATY.8 475.8 - 2.0
1976 A817.6 136.6 - 294.,0 212.2 463.7 659.8 600,3 - 9.5
1917 444.9 157.6 - 281.) 357.8 572.7 802.7 730.1 - 12.6
1918 453.4 147.5 - 105.9 3¥8.8 585.5 792.2 733.0 - 59,2
19718 @ 10.2 19.5 - 1047 86.2 150.7¢ 196.4 190,2 { - 6.2
Q2 1M11.8 28.1 - 81.7 171 141.5 100.9 169.6 - 19,3
Q 106.9 334 - 73.% 3.2 144.2 190, 1 171.6 | - 12,5
3] 124.5 46.5 - 18.0 92.3 149.1 216.0 195.6 - 1,2
1979 1) 106.5 162.1
Q2 79.9 152.6
Q3 1313 207.5 o
u 158.3 250,13 o
1918 Dec. 44.5 6.6 - 37.9 13,2 5447 el 61.3 - 16.4
1979 Jan. 39.6 50,9
Feh, 32.6 53.0
March 8.3 58.2
April 31.2 54.2
Moy 20.8 401
June 21.9 58,3
July 43.0 65.% \
Aug. .3 60,4
Sept. 4h,? 13.6
oct. 46.6 (9.3
Hov. 8.9 10,2
Dec. 12.8 110.8
i — L - SO — U SN S
B Sourceo * Statistics Directorate -~ Cabinut Affajire
#*x 011 Direutorute - Hinistry of Devolopment and Tndusotry
e Including Aba-Saafa
State of Mahrain, Mhrain MWonotary Aprency, Quartorly Statistical Walleting Vol., 5. tumber 4. Tahrain, Dacember 19719, Nahrain
Honetavy Bulletin, Nepartment of leonomie Reacarch and Statintien, ‘fuble Mo,
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0i]l Revenues

The 3econd largest oil refinery in the Middle Eiast is located in
Bahrain. It is owned by Caltex. About 22.3 per cent of the input of *
the refinery comes from the Bahrain field, and the rest from Saudi
Arabia via an underwater pipeline. The Bahrain field's input ts the -
refinery has been declining slowly but steadily, by a total of about
17 per cent between 1972-1977. Meanwkile the Saudi input has risen by
over 21.4 per cent over the same period. The input from tkhe Bahrain
field is expected to continue to decline, perkaps at a somewhat acce-
lerated rate, but input of cruade from Saudi Arabia will probably in-
crease proportionately. Because of the blending of Bahrain ard Saudi
crude in the refining, for balance of payments purpose3 it is convenient
to consider the refinery as non-resident, and the Bakrain oil as exported
wher it reaches the refinery. Thus the various types of government oil

Yy

revenue and the expenditures in the economy of Caltex are expcrt receipts.

Cil revenue accruing to the economy consists of six different cate-

gories. They are: 2/

A. Abu Saafa field. Thia is now the largest source of oil
revenue. The proceeds of the field are shared equally
between Saudi Arabia and Bahrain.

3. Bahrain field. This source consists of three categories:

a. Revenues from the 60 per cent share in Bahrain fieid
owned by Bahrain. The Government sells this crude to
BAPCO at 93 per cent of the posted price, 7 per cent
being the assumed cost of production.

b. On the remaining 40 per cent of the field which is
owned by Caltex, the Covernment imposes a royalty
thich is 20 per cent of the posted price on crude
used to produce products for export, and 12.5 per cent
on the crude producing products for the domestic market.

1/ More recently Saudi Arabia committed itaelf to provide a further amount
of Saudi crude 0il for the running of the refinery. This has been mentioned
and appraised in Chapter 6 on the 0il Refining Industry,

WORLD BANK: "Bahrain Current Economic Position and Prospects ",
June 28, 1978, Washington, Report No. 2053-BH, pp. 41-45
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c. Also on tke 40 per cent owned by Caltex, ike Government
imposes an irncome tax ecuivalent to 35 per cent of the
net profit from this portion of the 3ahrain crude.
The,cost to the coapany :aciudes the royaity amentioned
in {2.2}.

C. Trhe Goverzment receives 55 per cent of the net profit of the
refirery on products for export and the same percentage of
tax on the price of products sold in the domestic market.
For tax purcoses, the net profit to the refinery is assumed
to be 11 ¢ per barrel of thoughput.

p. The local expenditures of RAPCC. This is the loccal expenditure
of the company for its production and refining operation.

Sahrain's major source o 0il revenues is tae Abu Saafa field. This
source is estimated to provide Bahrain in 1377 about BD 91.6 miilien
{($ 237 miilion}, or abouxt 45 per cent of total income from the oil sector.
This source has beer growing ragidly and has more than ccmpernsated for
the declirne in production from the 3ahrain field. According to 1378 and
1979 tudget projections, Abu Saafa revenues are expected to be lower in
those years -than in 1577, but this may simply reflect conservative tudgeting.
Crude production in that field has fluctuated during the iast five years.
The second most important source of revenue i3 the sale of crude from tke
60 per cent portion of the Behrain field owned by the Government. After
crude production costs, this is expected to yield atout $ 124 million 1in
1878 nr about 24 per cent of total oil revenues. The third important sovrce
18 the 25 per cent tax imposed on the ret profit from tre 40 per cen:t c¢f
the Behrain field still owned by Caltex. This is likely to be adou: 16 per
cent of Zmhrain's 1373 o1l receipts. The remaining oil revenues accrue from
the 55 per cent tax on the refinery's net profit and on domestic salies of
product.

The Covernment thinks about acquiring the rema:ining 40 per ceat of
the Bahrain field, but since the present take per barrel on this portion
is only about 60 ¢ per btarrel less than that from Bahrain's own 60 per
cent share of the 3arrain field, the complete takeover of the field is not

likely t¢ have much effect on oil revenues. This takeover is in the firal

stage and could be announced soon.

e —



There are obviousiy zany imponderabies :n trying to forecast Janrain's
0il revenues. The most urcertain factors are the performarce of the Adu
Saafa field and changes, if any, in the posted price. The decline in 3aprain
production, now estinated at about 5.5 per cert a year, seeas fairiy certain
despite the continuing reinjection of natural gas. Puture finds are not
regarded as likely, although one source suggested tkhat more exploration

off the east coast wouid be warrented.




1.1. :. OTEER EXPCRTS

With diminisking oil receipts, itkhe avility of 3arrair to generate
other exports {or substitute domestic preducticrn for imports; i3 a
matter of zreat impoTtance. Unfortunately, availadle statistics éo
net distinguisk betweer exports and re-exports originating in 3akrain,
nor give any indication of the value added 1n Bahrain which is exported.
Port authorities estizate re-expor:s at 29 per cent of the volume of :a-
ports. Since foreign trade in aivminz ang aluminum is handled outside
of the jurisdiction of the port authorities, we will subtract 40 per cent
of i1mports from Australia,l/ the source of alumirna for 3akrrain, from
total imports, and also subtract exports of aluminum from total exporis
in making our calculation of the trend in exports of 3ahrain origin.

It would be very hazardous to draw any cornclusions frva such a rough
exercise as far as year-to-year data are concerned. However, ihe 4if-
ference betweer 25 per cert ¥ of imports, and exports ( bota excluding
0il products and aluminum) appears to be declining in real terms. In
other words, re-exports are declining as a percentage of total exports.
EZowever, another estimate is that about Raif of exports (otrher than POL
and alumirum; consist of re-exports. On this bzsis expor:s of Bahraini
origin (cther tkan oil and aluminumj have increased in real terms by

grer 13 per cent a year since 1972.

1/ Xiddle Zast Econcmic Digest, March 1978, p. 29 of supplement on
Bakrain.

2/ Using this percentage assumes of course that tke composition of
retaired and of total imports were the same, Thia is likely to be
less than for a single year than over a term of years.
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The recent evolution of the export of commodities is shown in

the following table.

Commodity exports and re-exports to Aradb countries

Saudi Arabia, Dubai and Abu Dhabi (the United Arab Emirates),
Kuwait and Qatar are the main Arabd importers from EBahrain.

Textiles and clothings, mainly exported to Saudi Arabia, con-
stitute the first commodity in the exports and re-exports from Bah-

rain to Aradb countries.

Cereals and cereal products constitute the second item, to
which tobacco and cigarettes could be added within the commodity
range of Bahraini exports to Arab countries.

Electric machinery constitutes a third category, followed by
intermediate and semifinished products, namely iron and s‘teel.1

While Bahrain 1s strongly integrated in West European, Japenese
and U.S. markets, with its trade with the Far East soaring, its foreign
trade with the Arab countries is very limited. Arab countries range
far behind other partners in Bahraini imports (saudi Aradia and Le-
banon ranged 16th and 17th in the list of exporters to Zahrain in 1374).
On the other hand, due to the value of their exports and re—exports to
Bahrain, its neighbouring Arab Culf countries were among the first
nine importers from Bahrain (Saudi Arabia was second, Dubai third,
Kuwait fifth, Qatar 8th, Abu Dhadé ninth in 1974) .

1/ Export and Re-export Trade to Arab States in 1974 (value in 1000
Bahraini dinar), non-numbered table, p. 24, in "A Global Study of

the Oeneral Economic Situation in the State of Bahrain", text in
Arabic.
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Tabie 4 : Cezpesiticn of Nam-32l Ixzer:is (2.0,

o
~

(Ia millicns of 2anrain dinars)

1972 1973 197% 1975 1976 1977

Food eand live animals 6.5 1.6 7.9 k.9 8.2 8.:-
3everages and todaceo 0.9 1.3 1.5 1.9 2.6 2.%
Mazufactures, classified chiefly . , s
oy material 22.2 3b.3 39.7 L47.0 6%.0 €&.u
Machinery aad traascort ,
equipcent 6.0 4.8 8.7 131 35.1  uk.,2
Miscellenaous manufastured .
articles 9.0 9.5 11.7 15.1 22.9 3‘2-;'.
Gther 1.3 1.6 2.2 2.0 3.8 s.1
Total 5.9 S9.1 T.7 38k.9 136,86 337.%

Sources: Haistry of Finmaace exd daticnal Zccnoy, and Statistical Rureay.

1/ Zxports ard re-exports, f.0.t.; excludes z0ld and silver.
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Tfables No. 3y

kxports iy Commodity According to H1'C

Monetmry Imlleting bBupurtment of Keonomic Hesearch and Statintico, Tuble

0i) Directorate

COBE N0, 1916 1971 1918 —e DL L A 9 A N
Q1 Q? QA 37/} Q1 Q2 7%} 04
) - Pood and liveatock 8.2 8.5 G4 NS Y 1.6 2.0 1.8 1.4 1.1 1.1
1 Beverasea and ‘lobacco 6 | 2.8 0.4 1.} 0,13 0.4 0, 0,6 0.9 .t
> Crude and Tnedible
Materials kxc. Mucls 1.6 O 2.0 0, 0,2 0.2 0.1 0.1 0.3 0.4 1.0
3 Mineral Miels, Inlri-
cants and Relauted
Ninerala®* AGA.4 512.0 98%5.9 139.4 6.7 140.7 1461 150.8 141, 114.3 119.1
4 - Animal and Vepretable
Oils and Mats 0.1 - 0.1 - - - - - - - 0.1 !
~
% - Chemicals 11 1 LIS 1.1 0.6 0.5 0.5 0.% 0.8 0.7 1.2 i
6 - Manufactured Goods '
Classified by ' )
Material + 64.0 66.4 85.4 13,9 24.5 1.9 15.1 22,6 151 0,2 oY
T - Machinery and ‘I'riana-
port Mjuipment 315.1 44.? 0,2 11.4 17.2 Yol T2 9.3 4.8 6.6 24
8 -~ Miscellanconas Minu-
factured Articlen 22,9 12 113 12.1 T3 549 6,8 1.4 4.9 3.1 1.0
9 - Unclasai fied Groupn
and Actiona 0.1 0,2 - 0.1 - 0,1 - - - - -
QUTAL 600, 3 TW0.1 T30 U 2001 162.6 18,2 190, 169.6 Vif.6 199 .0
= —— — . R R
* Includea Refined Oild Bxporta and, Alm-Naatn
+ Imclhudes Aluminium Fxports
Source: Htatiatics Divectorate - Cabinet Attaivs

Miniutry of bevolopment and Industry
State of hrain, Inhirain Monetary Ageney, tharterly Htatioticad Inllcl.inf Vol, hy Mumber 4. Rahrain, December 179, Mhrain
lo

N I8
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THE COMMORITY STRUCTTURE OF INPCRT2

Sarrain's economy is strongly dependent on foreign markets for
its supply. Its oil refinery is more a relay for the proccessing and
exportation of oil rather than a fully and locally fed plant. Con-
sequently, the refining sector is responsible for the iaports of mi-
neral fuels, lubricants and reliated minerals including mainly cruge

oil, which constitute the main item in the country's commodity imports.

In 1979 this item represented almost 40 4 of total imports. Ma-
chinery and transport equipment constitute a second major itea in im-
ports, with the value amounting to almost half of the first category

of imports mentioned atove.

As Danrain has developed processing irdusiries, its imporss of
magufactured goods classified by paterial and including mainly aiumina
represent the third important import item, a little more tpan one eignin
of totai imports. Cther manufactured articles, grouped under Miscella=
neous, accounted for a l1ittle less than one twelf‘h of total imports

(1978 <igures also).
Food and livestock represent 2 small but significant item of tkhe

commodity imports %o whick 3everages and Totacco could ve added, ancun-—

ting togetaer to another swelfsth of total imporis.

INCREASTYG DEPENDENCE ON AGRICULTURAL AND FCCD IMPCRT>

Using another classification, the U.S., Department of Azriculture
gives the figures of Bahrain's food imports. They rose considerably
during the period 1970-1977. According to this U.S. Department, the
value of thede food imports grew by more than 134 per cent, rising

from US$ 0.6 million in the first year to US$ 90 million in the laat

year:




Bahrain's Azricultural Imports 137C - 1977 v

127C 1975 1376 1977 Total Change Annual Change
in per cent average
1970 - 1377 in per cent

0.6 64.3 74 90 + 194 % + 64.7%

This means that 3ahraini imports of agricultural and food pro-
ducts iLCreased at an average ravs of .70 per cent per year during

the period considered. Y

™e reasons for the ircrease in demand are popuiation Zrowth
and rising standards of living. Since agriculture has limited zc-
tentialities, it seems to te certain that Banrain's dependerce on

food imports will continue to increase.

Referring again to the imperts of food and livestock during
the years 1376 to 1973, forwarded 2y the Eatrain: statistical autho-
rities (according to SITC), there has been a genera. gowth in
imports. Assuming that this trend is structural and will therefore be
constant, it could be concluded that the import of crude 0il, transyport
ecuipment, intermediate products and manufactured good3 will continie
to stimulate imports, relatedly with a constant deficit in food and
livestock. The movement of imports Deiween 1976 and 1973 is shown 1n

the following table.

1/ Depertment of Agriculture, Washi
e e ashington;
Middle East Economic Dige;t, v°l’€;27’1 No.

30, 28 July 1375
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1/
[ DI SR D S N S T
rivign of onm=Uil LL50TIS (C.r.ILy

Vieehrinory and trensport

g7z 1973 157 1375 T6 18T

Pood end live eniz:ls 14.9 19.6 2k.9 z2k.5  39.1 2.3
2-vyzragss and tobzeco 2.9 k.0 L.6 5.0 8.6 }0-2
Cocsicels 13.1 16.0 14.8 13.5 22.0 2.9
vonulfoctured soods classified .

ciiclly by matsriel 25.7 29.2 k8.1 s5T.Cc 95.1 124.3

anaiziiint 5
¥iss2llianeous mimufastured

articlias
CLrer czizgories

3%.1  S52.5 E5.0 155.€

5.7 3.0 U9.6
3.0 47T T.5 1.8 166
8

18,0 176.0 222.¢ 387.¢

[ WY

h - -
Source: Ministry of Pinence

1/ Excludes gold and silver.

e2d

Yaticnel Teonozy, end Statistical 3ureau

o g—
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Table No.

4

Imports liy Commodity According to SITC

CODE N0, 1976 19711 1918 1 9 y 1 1 9 1 8
Q Q2 (¢} 87, Q1 Q2 Q) Q4
1 - Beverages and Tobacco| 8.6 10.2 10.9 2.9 1.5 1.8 2.0 2.1 3.4 2,6 2.8
2 - Crude and Inedible
Materials Ixcluding ‘
Muels 8-7 9'1 9.1 2.5 204 2.5 107 2.7 1.8 1-8 ?.8
3 - Mineral Fuels, Iubri-
cants and Related
“in‘mlﬂ* -.)7906 }65.4 ‘450.’ m.d 88;5 87.7 98.8 8702 8’0.2 85.() 9‘.‘
4 - Anima)l and Vegetatle ;
0ild and Fats 0.6 006 1.1 0.1 0.2 0.2 001 0¢2 ’).3 0.‘ 003 n
$
5 ~ Chemicals 21.5 30.9 19.0 8.0 8.1 7.0 1.8 8.7 8.0 7.9 14.4 et
)
6 — Manufactured Gooda
Classified by Matc-
rial + 96.2 106.2 101.7 29.2 28,6 23.) 25.1 24.77 26.9 24.6 5.5
T - Hachinery and Trano-
port Muipment 155.6 161.1 171.4 93.0 37.5 339 3647 45.9 42,0 425 41.0
8 - Miscellaneous Manu-
fuctured Articles 49.6 76.3 61.8 22.8 18.4 16.2 19.2 14.1 15.5 14.1 18.1
9 - Unclassified Groups
and Actions - - 0.3 - - - - 0.1 - - 0.2
TOTAL 659.8 302.1 192.2 219.4 | 199.5 184.7 20249 196.4 188.9 190,1 2160.8
* Includes Crude 0il Timports
+ Includ~s Alumina Tmports
Source: Stalis.ica Directorate -  Cabinet Afradrve
01l lhirectorate
Ministry of Development and Induutry
State of Mhrain, Mahrain Monctary Agency, Quarterly Statietical Balleting Vol, 5, thmber 4. Dahrain, December 1979, Rahrain
Monetary Mlletin, Department of Ionomic Kescarch and Statistico, fuble Ho. 0.



2. THE GTC-zCCUCMIC SPEEAD CF FCRTIGN TBADT

2.1, TES SEC-ECONCYIC SPREAD CF ZXPORT>

The share patterm of Benraini exdorts zmonz different zec-

economic &£roups is very different from that of Banraini imzorts
already exposed.
2.1.1, It is tke zroup of Arab countries, mainiy Saudl Arabiz, followes

far behind by the United Arabd Zmirates, then Kuwzit and Qatar, which are
the first importers from 3ahrain. In 1976 Bahrain exports to Arab coun-
tries represented some6.2 % of total exports. However, the share of
Arab countries in total exports fell ‘o around 42 % in 1973. Since
Bahrain has been mainly a re-exporting center, this category of Bahrzini
export3 mingles exports and re-exports. As Saudi Aradia has developed
its own ports and increzsed direct imports, Zanrair's export o Saudi
Arabia fell by more than 200 % between 1976 and 1973. On the other kand,
Bahraini exports to the United Arab Zmirates and to Kuwait have expe-
rienced a similar increase vetween 1976 and 1978, as shown in the fol-
lowing %table., Although 3akrain will continue o be a regicnal exportin
center, the deveiopment of ports and other import infrastructures, mainiy
in Saudi Arabia and the United Arab Zmirates, could reduce the relative
weight of re—exporting activity in Zakrain's foreign irade, The lack of
commodity classification of the Eahraini exports to Arad countries makes
it difficult to project this category of exports over the next decade,
notwithstanding future changes in the economic and import policies of

these different couwntries.

!
|
|
t
i
|
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Txposts According to Toumiry of Dessizasion (1)

i 3 -~ I N
. . ! 197 1673
Counir 1975 197 11278 _,2 - - - o= v =
= | : F R AT I R T =
ireh Zountries 82214 |gua7é 132133 | 1a7=1) 1302} 450317, -.2“-.'.'.! 1:1oci 1o25c |
== = = i :
Yawelit 328 | 5282 | 3127 11361 1738 107! -.5-.3‘ 2118 T
Saudi Arabhia £8212 [30511 [21931 | 10£25] 13843} 9723 &.e7l 3581 754 *
Lebenon 7.1 2: 5 - 4 - 1 s -
United Arab Smirates 3114 | =532 117513 925 74 05| 4285 2577 4270
Qatar 2887 | 3359 | 1572 434} 203 3451 5091 298 42 .
Oman 12 144 | 189 £ 59 2" 22| 50 | 3z
Other 158 | 4325 | 2696 | 53| 1033 n7| 238 2% ;3 |
African Couniries g 4 - - - - - - i -
Kenya - - - - - - - - -
Tanzania - - - - - - - - -
Ciher 3 1 - - - - - - -
Asien Coumiries 20633 43127 78672 3327 12233} 2€7a | 14€13 17972 . 26122
Japan 254335 {23512 {51773 8- 3202} 17913 9722, 1039C ; 137N
Thailand 106 &2 - - - - 113 - ; 250
Taivern 2042 | 1159 | 5016 s3]  Asa| 159| 710; 1476 , 2£31
China 724< | 2073 4} 158Q) T9C R T B
Singegore A 12€ 813 1 20 4, - ! 314
Padsiar 158 41¢ 238 1 201 1 1 145 | 81
India, 109 §53 | 2145 546 00| 1141 17 1 ; 113¢
Tran 5157 11402C 113572 1935 | 2005(" 1437 | 2355| 2822 ., 5898
Indonesia 35 49 157 - - - - - 157
Jong ¥ong 18 63 9 1 59 - - 74 2
Other b} 15 | 4449 7 2 5g€ ! 2331 @ 1522
Zurovean Countries 3658 | 2843 | 218 2531 513|104 92 g i 13
Selgium - 14 é - - - - - ! Tz
Denmari - - 1 - - 3 - - i 1
West Germary 54 29 4 - - 2 2 - T
Frence 178 115 1 . 1 1 B !
Swecen - - - - - - - - - i
Netheriards 2227 | £cz 29 1¢ 73 31 3 - - !
Tmited Zingiom 4241 262 | 114 33 107 5 33 9 s
24her 1986 | 1782 20 15¢) 329 2] 12 - - ;
]
Americen Couniries 2462 | 1544 | £13 1301 ] _ 499 __ 42 40 12* . 2c %
Ue3ede 2022 | 3844 | A12 13C3 1 49 428 390 121 26 |
Canada - - 1 - - - | 1 - -
Otaer 440 - - - - R - -
Cceanic Couniries 23 |__2 | 1 W= =2 -
Ausiraliz 23 pisl - 1 1 - i - 1 -
Yew Zealand - - - - | - - - ! 1 -
Otner - - - - - - . - - -
Shios Suvolies 2529 | 3435 14755 | 1317, 378 1986 | 113:; 33 721
Airerafss Supplies - 43 | 748 - - 279 | 1) 110
TOTAL 136504 (157602 farmes ' 21972) 32120 (3954 {23cos 33421 ' sfavs !

Source: 3%atistics DJirectorace

Cavinet Affairs

(1) Yon - 0il
State of Dmhrain, Debrain Yoneitary Agency, Quarterly Statisvical Bullrtin: Vol. 5, :.'uxgber L
Sahrain, December 1979, Behrain lonetary Bulletin, Depertment of Iconomic Researci and
Stasigtics, Teble o, 23.
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Table 6: restination of Xon-Cil Exportis (x.c.b.)—/

(In millicns of 3ahraia dinars)

1972 1973 1978 1975 1976 1917
Ssudi Arabia 16.5 16.6 22.3 25.6 68.2 E0.5
Qatar 0.3 1.5 1.6 2.2 29 3.6
Iran 1.9 1.9 2.5 b3 5.2 1L.0
Kwait 2.1 102 2.6 106 3.2 ?'3
United Arsb Exirates 2.8 4.0 5.0 1.3 6.1 5.6
Oran 0.4 0.8 0.9 1.0 0.1 0.1
United States j.0 1.2 0.5 19 2.0 3.6
Japen 8.6 23.9 25.1 17.8 25.7 23-;
United Xingdom 0. 0.9 2.6 1. k.2 .
Ocher2/ 11.2 7.1 8.6 16.2 19.0 2.1
Total 45.9 59.1 1.7 k.0 136.6 6

o4
'—l
n
F

Source: Ministry of Fincnce end fiztional Eccnory, 2zd Statistical Eurea

1/ Exports end re-exgorts, [.0.b.; excludes gold ané silver.

2/ Ivcludes aluzimm exported by ALEA to countries other tian Jersn.




BAHRAIN'S TRADE WITH MAJOR PARTNERS (1976)

United Kingdom

France

West Germany

Bel gium-Luxemb.

Soviet Union
Poland
Hungary
Yugoslavia
Rumania
United States
Canada
India
Pakistan
Japan

South Korea
Singapore
Hong Kong
Indonesia

Thailand

1/ 112 ¥EED Annual Review 31 December 1977

(€)

(FF)
(om)
(francs)
(roubles)
(zloty)
(forint)
(dinars)
(1ei)
()
(8Can)
(rupees)
( rupees)
(yen)
(s)
($sing)
($HK)
(8)
(baht)

Exports

y

’ . cow
{in miiiions of &ack
country's currency)

Imports

Balance

89.628
139.1
156.021
330,982

N.a.

Nede
229.2
1.474
166651.8
173
32, 212.3
40.806
70.621
75
N.a.

31.561

30.146
8.0

29.715

91.825

nN.a.

Nedo

29.6
0.001

144987.5
137

6%177.0
0.186
240.446
68

Nede

223.790

59:482
131.1
126,246

239,157

249.6
1.473

21,664.3
36
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1. 2. Asian countoies rank second in 3amrain's expor:s zné have Jultii-

plied 3y aimcst two Setween 1375 and 1373, witk their share in Total
3

+ N on =% 9 o
3akrain: exports teosting Srom 20.2 % e 3.t %l

Within this Asian group, Japan predcminates, follgwed gy Izan and
Taiwan. Development sf 2ahrain: :mpor:s from Japan ang tre other iAslan
countries stimulates a counter-movement of :increasing exporis froa San-
rain to those countries. The new gas deals and increased crude sa.es
will sustain a constant and stronger rise in Zahraini exports to

Japan and its other isian pariners.

The European countries {Cnited Xingdom, the Netkherlands, and otkers;

are r.esponSi'ole for the taird category of 3akrain: expor:ts., Already
small, itS value dramatically-fell “rom 6.3 3 tc less tkan 0.i5 %.
Considering the predominance of Iuropean export: *3 3zkralz, as seen
above, the minor and falling skare of Zuropean countries :ir 3arrain:
expcrts proves that the geo—aconomic spread of Zahraini 2mports dces

not cope with that of its expor:s. ilihouz: th:s fhenomerncn applies 2lse
to Aradb countries and, to a lesser extent, 0 Asian countriaes, the
@éphasage is %co big and striking in the case of Bahrain's trade

with Zuropean countries. It could Se explained by the coriras:, 3
structural prenomenon, between the volume and coamcdity structuwre

af 3ahraini imports from those countries and ithose of it3s exzorts to thenm.
As 2 mpatter of fac:, the Emirate impor:s sudstarsial and ilncreasing
amourts 5f manufactured goods, ‘ransporzation eguipment, Icnsumer

Zoods and foodstuffs, but can export to ihose countries only limited
aluminium and o1l producsis. Since there are no Irospects o sigmi-
ficant increases :in o1l output, and as the new a3 exports are mosily
destirated to Japan, 2ahrain 13 not likely %o :iaprove 133 dramatic

trade deficit with Nesterm Zurope, uniess for other reasons it suddeniy
dec:des to snift 1ts sources of supply <o another zrcup of developed
countries. However, dre %o political considerasions it 18 unlikely

that Bahrain will reduce its trade with Western Zurope szostantially.

2.1.4. Exports to the United States of imerica have evolved between

1976 and 1978 to the same extent as Zahraini exports to Eurojean
countries., The share of 3ahraini exports to the USA feil from 1.6 %
in 1976 to 0.4 % in 1373.

Concluding this, the export spread of 3ahraini trade during the
period considered refiect3 an increasing orientation towards Asia,
mainly Japan; this is likely to continue and further deveiop during

the next decade, with an increasingly important roie of Japan concernin

the Emirate's izports and exports.




BAFRAIN'S TRADE WITH THE UNITED KINGDOK {1574 - 1978) Y
Exportes Iaports Balance

1978 33,694 20,345 13,349

1975 60,947 17,849 43,058

1976 89,628 30,146 59,482

1977 13,717 13,673 100, 104 -
1978 119,855 34,704 85,151

Total 417,901 116,717 301,184

1/ 50 MEED 23 February 1979




BARRAIN'S TRADE WITH THE USA  1977-1978 Y

Exports, including re-exports Imports
19717 50.1 14.7
1978 52.3 8.4

1/ US Department of Commerce




2.2. THE GEC-ECONO¥IC SPRESD OF IMPORTS

2.2.1., Over the period 1974-1978 Western Europe has strongly reinforced
The share of the main

its predominant position in Bahraini imports.
West European countries (EEC and Scandinawian countries) jumped from

28.1 % of total imports in 1974 to 40.5 % in 1978. The United Kinglom

and West Cermany are the main beneficiaries and have consolidated their
respective positions, with the United Kingdom far ahead (40.6 % of

total imports in 1974 and 19.9 4 in 1978).

2.2.2. As to the USA, its position has substantially declined, from

18.1 % of Bahrain's total imports in 1974 to 11.8 % in 1978. However,

due to the commodity structure of the imports from the USA, it is
unlikely that this last year's trend will continue.

2.2.3. Japan has strengthened its position by bringing its share of
Bahraini imports from 13.2 % in 1974 to 14.4 % in 1978. The growth
of Bahraini imports from other Asian countries seems to be behind

e increase in Japanese supplies to Bahrain, as is shown

this moderat
in the following table.
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Z.2.%4. Australia has almost maintained its position by providing 5.7
of Bahraini imports in 1974 and 5.6 % in 1978. Unless Bahrain moves
to another supplier for the feeding of its aluminium smelter, 1t is

unlikely that a significant shift in Australian-Bahraini trade will

R XY

occur in the following years.

2.2.5. The main Arab suppliers of Bahrein, Saudi Arabia and Lebanon

have had their shares already extremely limited; they fell from 1.5 %
for Saudi Arabia and 1.4 % for Lebanon, a subtotal of 2.9 % in 1974,

to 1.0 % for Saudi Arabia and 0.3 % for Lebanon, subtotalling to 1.3 %
in 1978. This confirams that, far from integrating the Arab economic
region, Bahraini economy has increasdi its disintegration from the latter,

apart from an increasing integration in developed market economies, with

a slight trend to develop further relations with Asian countries. This
is shown in the following table.
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CHAPTER 1

EVOLUTION OF THE MONETARY AND BANKING SYSTEX




Zanking in Bahrain has nowv hecome one of the country's major industries

in terms of peodle emploved and local value added, not o menticn the attenticn
. . . . . 1
1t has 4rawn worldwide to one of the srallest cil preducing states. —
It is doubtful wietker the people sent
by the Eastern Bank in 1921 to oven the first bhank branch in Bahrain -

could have foreseen that this would hapren, although symbolically the openin

99

of that branch did renresent the beginning of banking services in the Culf,

For many years the Zastern Zank remained alene on the island witnessing

[§]
the change from pearl fishing to vil as the key economic industry and the

gradual growth of Bahrain as a communications centre in the Seccnd VWorld War,

After the ond of the war, economic activity grew slowly and the 3ritish ‘

3

Banx of the Middle

o}

'‘ast arvear=d on the scene, and develoved rarticularly
strong connections with the tradinz cormunity. During the 1750s the

Mational Rank of Bahrain was establiszhed as a cormercial bank owned oy

Bahram nationals including the Government.

Tre main business of these early banks was to finance the impor- and
export trade and to provide derosit and current account services to avoid
the need for excessive use of cash in the community. It is a measure of <

their success that the ratio of Bahraini notes in circulation to

deposits in the banks has always been quite low. Sirmple as the services

[0]

of the banks misht now seem to be, they met the needs of the cormunity and
if surplus funds were automatically denosited in Sterlins at Kead Office,

this ther. reflected the absence of any alternative investment owvportunity.

1/ MOCRE, Alan E.: "The Development of Bahrain's Financial Markets",
' Octocer 22-23, 1978. Bahrain, Finance and Industrial Development
in the Culf, October 22-23, 13973 , pp. 18-32







Bahrain ie singularly well supplied with banking services, although
only four are strictly Bahraini banks. They are The National Bank of
Bahrain, and Al-Ahli Commercial Bank (100 per cent Hahraini owned 2nd
incorporated in Bahrain), Bank of Bahrain and Kuwait (50 per cent Eah-
raini owned and incorporated in Bahrain) and the Continental Bank Ltd.
{50 per cent Bahraini owned, but incorporated outside Bzhrain). The
National Bank of Bahrain does about half the domestic commercial banking
business in Bahrain. There are also 16 foreign banks registered to do a
Full Commercial Banking (FCB) function in Bahrain, 8 of which also have
an offstore banking business (OBU3). In addition there are 33 interna-
tional banking institutions which have opened offices as OBU3, and 7 more
were licensed recently, but have not yet begun operation. Thus, in all,
there are now 53 institutions carrying on some form of banking function

in Bahrain. 1/

1/ WORLD BANK: Report Nc¢. 2058-BH "Bahrain Current Economic Pcsition
and Prospects", June 28, 1978




1. THE MONZTARY SYSTEM

Until the mid-1960s the currency in use in the Gulf was the Irdian

rupee, later separately identified as the Gulf rupee in an effort to

prevent an outflow of exchange position in India itself. The use of a
currency that was at the time rather suspect and issued by a country

with no direct connection with the Gulf States was clearly unsatisfactory,
and first of all Kuwait in 1962 and then Bahrain in 1965 issued their own
currencies to replace the Gulf rupee. Bahrain chose the simpler way of

m~king its dinar worth to rupeesljéut prices are still occasionally

quoted in rupees. | Currency Zoards were

D

established to ccntrol the supply of the new currency, and they were required
to ma“atain 1907 cover in foreign exchance to rrevent the creaticn of un-
limited emounts of banknotes. The Currency Zoard quoted czily ratas for
buying and selling banknotes egainst sterling which therefore broadly
established the exchange rate for the ginar, although dealings were rather
cumtersome given the requirement to bring along your wheelbarrow to deliver
or receive the notes,and most dealings would take place directily between

banks, one of whem would te lucky encugh to handle the collection of the o0il

revenues,

Originally, the sterling rate was fixed,and the d.nar was termed Shadow
Sterling,which made risk-free investment of surplus funds in “ondon an easy
natter. However, the devaluation of the pound sterling in 1967 caused
severe losses to the Currency Eoard and Commercial Banks as the dinar d4id not

devalue, Therefore, the rate calculation was in fact based cn the dollar,

althoursh published as the sterling rate. FMowever, the dinar retained its

rold value when the dollar devalued in terms of gold irn 1971 and 197%,which

once again caugsed losses to the community.

1/ Kuwait chose a unit equzal to & 1 or 13.33 rupees, which must have caused
conversion problems in the days before everyone had pocket calculators.




1/
INSTITUTIOYAL FRAMEWORK OF THE MONSTARY SYSTEM Y

The 3aurain Monetary Agency replaced tne Currency Board on December

1
5, 1973. ‘/ The B¥A haa the usual powers of a central bank, but has intro-

duced controis rather siowly. This was in accordance with the intent of
the law. The lack of outstanding public debt (until very recently) ruled

out cper rarket operations._

1/ A relic of the former systen rexains. The currency cover must at least
equal currercy in circulation. This is hardly likely to te a constraint,
since at the end of 1973 the net foreign assets of the bankirg cystem
were 3.4 times the currency circulating cutside the barks.

in: WCRLD BAYK: Report No. 2053-BH "Bahrain Currant Economic Position
and Prespects”, June 28, 1978




Effective January 1, 1975 all sections of the 3YA Law were put
into effe.t. In August 1975 legal reserve requirements of 5 per cent
for domestic and 1 per cent for foreign currency deposits in commer-
sial banks were instituted. As of Decembe~ 31, 1977, commercial bank
deposits with the agency slightly exceeded these requirements. The
BMA does not have authority to set mandatory interest rates for the
commercial banks, but it has given advice as to limits on interest
paid on deposits which apparently are being followed. ! In order to
stabilize interest rates in Bahrain and also protect against exchange
risk, the BMA has made sSwap arrangements with the banks under which
B¥A will buy foreign exchange spot and sell it forward against dinars.
The forward selling price for the foreign exchange is fixed (as com—
pared with the spot rate) by the usual'interest arvitrage, i.e. the
difference between interest rates abroad and those which BYA wants

to prevail in Bahrain.

In March 1975 the BMA arranged for the issue of a 3-month obli-
gaticn of Alba which was sold at auction thus taking a tentative step
towards opening a capital market in 3ahrain. In October 1“77; the BMA
aiso acted as an agent for the Government's issue of development bonds.
It is apparent that these vonds have a ready market. They are to be
sold through financial intermediaries in Bahrain. The commercial banks,
particularly the National Bank of Bahrain, act as transfer agents for
the shares of money ent.cfrises. There are some 10 brokers who handle
most of the trading in shares in an over-tne—counter market. The Bahrain

Investment Cempany i3 2 mutual-fund type cf enterprise.

e

1/ At present these rates are 6 per cent on deposits up to one month,

6 1/2 per cent for 3 months, T per cent for six months, 7 1/2 per
cent for 12 months, and 3 per cent for 15 months or longer. The BMA
has encouraged the banks to issue certificates of deposits, but so
far this has not been done.

g/ It is an investment banking institution establisked in July 1977

with a paid-up capital of Bp 2.5 million subscribed by leading
Bahraini merchants and entrepreneurs, and the Ceneral Organization
of Social Insurance. The company was granted an investment banking
license by the BMA in October 1977. Its main objectives are to under-
take private investment in Bahrain and abroad in the fielda of cor-
porate finance; equity participation; real estate; international fi-
nance; portfolio management; project evaluation; internztional trading;
and development finance.
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The currency Joard collectedand published auerterly statistics from
the ccr—ercial banks in Bahrain,but had no povers over them. In the late
603 2nd early TO0s the number of banks increased steadily, as the econcry
of Zanrain and the whole Gulf grew through the esccunulation of oil revenuss,
but essentially the services provided by all banks remained sinple 2nd
basic related to the trade and settlement needs of the community.

The intricacies of the Intertank and Zurccurrency markets, rollover

loans end bond issues did not affect them.

Already in 1973 the Rahraim Government had sensed the need for more

centrol over Banking and a zZonetary Agency Law which contained extensive

central banking powers was preoared and passed at the end of 1973. The choice

of name may have reflected the example of Saudi Arabia, or if you lock for
as thilosorhical voint, the Minister of Finance has final authority on
certz2in matters, but in practice the Agency has wide discreticnary powers

in all necessary areas.

Although *he Agencv irrmediately took over the resvonsihilities of the

Currency 2o0erd for the issue of bank notes, its remaining devartments did

¥H

not teccrme affective until the bezinning of 1975, TFrom that time, the Agzencvy

tecame the Central 2ank for the Cormercial Banks in Pahrain who moved their

clearing settlemen®t accounts frcm the National Bank of 2ahrain. Bar'notes
were from then on issued on a domestic currency basis, the principle of
foreign exchange cover was preserved because talances on the Clearing Account

could only be created against Foreign Exchange purchased by Agency from

the banks themselves or from the Government. The Covernment continued to

use the commercial banks for their domestic currency operations, but agreed to

3el]l oil revenues in the futureonly to the Agency,who also became resconsible

for the management on a fiduciary basis of the foreism exchange reserves of

tne ‘finistrv ¢f Finance.




ry
(WP

The decision in the first vear wes to limit the numter of banks in the

local rarket. Althourh three or four benks actually ozened after 1974, no
new licences vwere issued by the Agency until one given to the Al-Ahli

Cormercial Bank which is due to oren in the nesr future.

As & result, ban¥king in Bahrain survived relatively well the great

boom years of '75 and '79 when Government spending, the msney suoply and

btank lending eacn grew by 35% and 65% in “he two years before failing

back tc more reasonsble levels of 10-15%. The lack of & multitude of small

banks removed some of the desnerate competition for business that is 30
&

danrerous. Certainlv,lending to the construction sector rose drematicallv,

and there ere now some emptv houses and offices. but bv no means all =are

financed by ban¥ lending, . Also,the coomerciz)] banks in the Gulf are the

only well develoned channel for capital so that they rust necessarily be

more involyed in rea)] estate than in caunt-ies where other institutions sre

avzilable., The cry used to be heard for a Real Tstate Benk. Calling somethins
a Real Estete Benk does not remove the risk from the business, indeed the
concentration of credit in one sector adds to the danger. The need is for
longiterm financing, end given the assurance of a centinuing derosit base,
cormerciel benks, throughout the world nave learnt to play e part in const-

uction lending.

British advisers to Bahrain Monetary Agency believe that, although
the years 1979 and 1976 saw a considerable degzree of inflation in Bahrain
and the Culf, this was a price that had to be paid for putting the new
levels of oil revenues to work and the country has achieved a far higher

level of development and infrastructure from wiich more orderly growth
can now be sustained.




The Set-Up of Offskore Barking Units (ORs)

_However, there were 2 considerable numter of ranks in 1375 who

were anxious to establish a branch in the Gulf, possibly in 3zhrain.

In addition, it was evident that the existing tanking systems were not

ecuipped to handle the investment and recyclinz of the rapidly srowing

surpluses of the majcr oil-exporting countries of the Gulf. Oil revenues

not recuired for immediate conversion bypassed the local banking systems

and were invested directly in the international money markets, that is

to say in Europe or America. That is why, for much of 1974, the local

banking statistics had shown little evidence of the growing wealth of

the region.

Bahrain came up with the 1idea, which was n;t, of course. totally
unique, because a precedent had been established in Asia, in Singapore,
of a regional market in offshore internatianal funds. Banks would be in-
vited to go to 3ahrair and establiish a fully staffed orerating office,
but it would not be allowed to undertake dealings in the local market
in Bahrain except with the existing fully-licensed banks ard with the
government agencies. Its main thrust would te to provide international

banking services within the Culf, to bring a2 sector of what was available

in London and New York, and to offer those same services in Bahrain within

the working day and the time zone of the Gulf itself., This meant, of

course, that the banks who came must be full branches of the world's

leadinz financial institutions.

Numerous benefits for Bahrain were seen coming out of this., Althougn
some bankers in Bahrain may find it hard to believe, there is a potential
employment problem. There is a very large number of young Zahrainis in
school and university who will enter the labour market in the next few
years, and banking as an indusiry in Jahrain is, in fact, already one
of the largcst employers. On the other hand, Bahrain earns a considerable
amount of foreign exchange from a service infustry like offahore banking.
The banks are, basically, not earning profits within Bahrain itaelf to
cover their operating expenses; these expenses have to be covered by
earnings from outside. Therefore, there is a forei:n-exchange income
flowing into the country which i3 already quite significant and can te
seen to go on increasing. It wa3 estimated that direct earnings in the

resion attained some £ 40 million in 1373,

1y WCDLD 2ANY: Repert o, 2C53=ZH "3aarain Current Iconemis Pasitis-

ard Fraamaass, Jure 0 100

[




Furthermore, the establishment of an active banking indusiry is be-
lieved to have a multiplier effect in a numter of other industries such
as, for example, the hotel industyy. This particular ballroom is in fre-
quent use by banks for their functions, and the numbter of visitors to
Bahrain has increased substantially because of the attraction it offers
in having a reasorably well developed financial industry. However, the
hotel industry does not have a significant impact on local employment
and irdustrial undertakings. But on the other ha.:3. hotels could offer
to the banks an attractive package, as for example freedom from taxation.
This does not mean that they would never pay taxes, but it is a fact that
there is no taxation irn Bahrain, and the Coverrment does not envisage to
change this situation at present. No exchange controlsa; for offshore bank-
ing no reserve rztiss, This was absolutely necessary, because international
banking is now increasingly carried on only from tho-e centres which adapt
their regulations in an appropriate manner and do not, in fact, impose
cash reserve requirements on international business. It should, however,
be recognized, that the exemption of the 0BUs from taxes, exchange controls
and reserve ratios do not favour their irtegration in loczl economy and

the stimulation of its development.

But this does not mean that they exercise no supervision. The regular
reports from banks are designed *to shnow the extent of their deposit and
loan maturity structure, the exchange exposure in each currency,as well as

the geographical distribution of risk and class of customer.

The island has a very good telecommunications system and excellent

1
airline links, both within the region and with the rest of the world.

:/ The island has also a time z2one placed neatly between Asia and Europe,
and a working day starts a little earlier traditionally than in Europe,
so that even in the summer months it has good three hours of trading
before the European market begins, and in the winter months ther= i3
even greater advantage.

g




The OBUs are similar to international banks set up in such centers
as Singapore and the Bahamas. They are subject to regulations oy the BMA,
but are not required to maintain primary reserves with the agency. They
are required to sutmit balance sheet and income information to 3MA. They
are required to be full branches of the parent bank and have fully staf-
fed offices, "brass plate" operations being ruled out. They may not be
resigents of Bahrain or offer vanking services to residents except to
the Government and its agencies, and to the fully licensed banks. By
special permission they may, however, participate in financing domestic
development projécts that are considered of vital importance to the Bah-
raini economy. Over $20 millior. have been so far invested by them, mostly
for hotels.lﬁs the enumeration in the previous paragraph irdicates, fully
licensed banks (FC3s) may apply for an 0BU license, which costs BD 10,000
a year. The freedom from other taxes in Bahrain, her location close to

the oil-rich Gulf countries and the fact that Bahrain-time is 3 hours

ahead of European and 8 hours akead of New York make the location desirable

for handling foreign accounts. Perhaps most important is “he political
stability and economic fgeedom of the community. The OBUs perform a safe
_ haven function for depositors, and they orgarize syndicate and other fi-

nancing for projects even outside the Gulf. Aside from gaying the annual

fee and undertaking the investment required for an office, the contribution

1/ WCRLD 241K: Report No. 2058-BH "Bahrain Current Economic Position and
Prospecta", June 28, 1973




of the OBUs to the Barrain economy is the employment provided and the
skills imparted to local staff.

A new wave of interast in the 3anrain sf{shere teniing market has
= ==
emerged in the past few wveeks. A runber of Arabian and Zurcp2an firancial
institutinrs have shown an interest in the terms of offshore and investi-

ment tankirg licences on the tax-free islard.

The total assets of the two-year—old offshore market in Bahrain
reached 315.7 billion at the end of December last year, compared to the
$6.2 villion at the end of 1976, accordirg to figures just released by
the Bahrain Monetary Agency. A total of 13 offshore bankirg urits wWere
in full operation at the end of 1977, ard a further seven have cpened,

or will shortly open, this year.

Regional 2ctivity now accounts for over r2lf the market, with liabili-
ties in Gulf currerncies, particularly tne Kuwait dinar and the Saudi riyal,
reaching the equivalent of 33.6 billion compared with 31.2 billion at the
end of 1976. Liabilities to Arab countries (in 211 currencies) reached
23,2 villion (32.6 billion in 1976) and loans totalled §7 bdillion (52.5
billion in 1976). .However, in terqs of currencies, the dollar comprises

72 per cent of all liabilities.

Outstanding foreign exchange contracis rose to 32.3 dillion (3500
millior in 1976), which, the BMA points out, reflects the increased use
of Banhrain made by companies and banks having business in Arab currencies,
Liabilities ‘to Suropean markets rose from $2.3 billion to 25 billion over

the year, while assets in Zurope rose from $1.1 billion to $3.9 billion.

Business with the Asian dollar market also showed a considerable
increase, with assets in Hong Kong and Singapore reacnirg 81.2 billion
from $300 million at the end of 1976.

The offshore banking units in Bahrain at present include branches of
the major British and American clearing banks, as well as the big Euro-

Arab consortium banks and leading Furopean banking houses.

The investment tanking licences, created last October, about a year
after the announcement of the offshore licences, do demand that liquid
assets equal 29 per cent. of deposits received be maintained, and monthly

figures must be submitted to the BMA.

tyuras:  Fipamsial Times, Feoruary 9, 1977,




- 213 -

As of December 1977 the OBUs had assets of over $ 15.7 billion
(Table 3 of Appendix), an increase of over 2 1/2 times during the
year. It is important to note that 40 per cent of these assets were
originated from ard invested in Arab countries, thus contradictiing
the widely held belief that the OBUs are in Bahrain simply for re-
cycling the oil money tack to the United States and Western Europe.
Moreover, the assets of the OBUs are about 8.75 times those of the
FCB's. As of December 1977, 73 per cent of the assets and 75 per cent
of the liabilities of the OBUs were intertark funds including trans-
actions with other OBUs. However, the OBUs offer a facility for the
international transfer of funds in the Gulf area. ! Less than 1 per
cent of this concerned commercial banks in Bahrain. Those institutions
that do both an OBU and an FCB business seem to be at an advantage in
participating in 3ahraini projects such as the LPG plant, which 1s
attracting substantial interest from the foreign banks interviewed

by the mission.

At the end of 1979 there were 51 Offshore Banking Units (CEUs)
whose total deposits amounted to $ 27.3 billion. 65 per cent of this
amount was in US dollars, 27 per cent in different Gulf currencies, and

3 per cent in other currerncy units,

As to Arab deposits, they totalled $ 16.1 billion at the end of 1379
compared to 11.7 billion at the end of 1978. g/

The Government has just enacted a ministerial regulation per-
mitting non-banking institutions to establish themselves on an off-
shore basis and thus win exemption form the rule that at least a
51 majority of the equity be held by Bahrainis, that applies to com-
panies operating in Bahrain, Itc success will probably depend on
whether commercial concerns which, on locating in Bahrain, find the

lack of red tape there, which they encuunter elsewhere, to be a suf-
ficient incentive,

1/ As of Tecemter 1977, about 72 per cent of the assets and liabilities
of the 0BUs were in US dollars and their lending terms corresponded
closely to those of the Eurodcllar market. Regional currencies con-
stituted 23 per cent, and European currencies 5 per cent.

2/ Al-Iqtissadi Al-Kuwaiti periodical (The Kuwaiti Economist), No. 196,
Kuwait, April-.1980, p. 85, in Arabic.
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Sahrain slso cifered the Danks this crrorsunity, to estadlish themselves
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where their customers were increasingly active. Llhe envirenmens of Bahralia
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“pom a sccizal ané living toins of wisw is also reascnadly attraciive,
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So the objlective in the Tirst place was to create 2 reney trading

centre of intermational s%anding, where the BSanXs themselves and other

dezositors In the region could cerry cut what cne might c21) wholesale

end dezosit ard foreizn exchange dusiness Jor which the facilities nai

—a=ket could evoive, Tu%t it would te a matter of growing naturally.

and Abu Shati enjoy, but on the other hand there wWas clearly a gar and
advantages Sahrain has seemed S Toint very auen ¢ =he fac. that Zanhra

.
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Thus %the Banrain Offshore Banking Unit wa3 launched in Ccsoter 1373.

Up %0 1978 the Zanking Unit was busy in replying to licence-regquestis of
atout 50 major international tanxs Wwho, a2t that moment ard protably for
a lonz time to come, were ard will Te the main recipients and handlers

intermaticnal liquidity on a large scale.

But the barks, after having been lizensed, were not in business.

wnile it did not take them long %to apply for a licence, they were wonde
n

when they actually would te trading. One of the probl:ms was that the Eahrain

cf

ring

0ffsrore Banking Unit was operating in a period when there was a tremendous

pressure on various facilities within Zanhrain; houses and offices were scarce,

ard to some extent the tanks had to stand in line in order to obtain these

gcarce facilities,
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Bahrain welcomed banks from countries such as Brazil, India, Korea
and Malaysia. These were leading banks in their own countries, and Bah-
raini authorities welcomed them on that basis. The latters believed
that these banks were to provide a new type of operation in Bahrain,
insofar as they are responsible for capital raising for their home
countries and now entering one of the important money-trading centres
of the world.

Bahraini authorities stress the quality of cames and welcome
particularly Arab-based and Arab-connected institutions. In the Bahrain
Of fshore Banking Unit there are four of the major European-Arab joint
ventures, i.e. the UBAF Group, the European-irab Group, B.AJILI, and
FRAB Bank. All of them have chosen Bahrain a3 the Arab base for their
operations which were originally established in Europe. Bahrain claims
to welcome banks such as the National Bank of Abu Dhabi, United Bank
of Kuwait, Arab Bank, Al Saudi Banque, Gulf Riyadh Bank, and the Natio-
nal Commercial Bank of Saudi Arabia as banks with a strong or complete
Arab shareholding who are joining the market, as well as Gulf Inter-
national Bank, which will be mentioned later.

At the beginning the idea of a regional money centre in }he Gulf
attracted some scepticism. Many people did not understand what the Bah-
raini authorities tried to do, ard they found it difficult to understand
how Bahrain, known to be rather poor, could possibly claim to be a major
banking centre. This scepticism has now been overcome, and the role of
Bahrain as a focus, a meeting centre and a market place, is being appre-
ciated vetter. The main objective was to bring the facilities for inter-
national money trading right into the Culf, so that it were no longer
necessary to take recourse to Europe, America and other markets. Never-
theless, it is unavoidable that Eurobanking continues. Banks in almast
all countries around Bahrain tend to have surplus foreign assets, and
they make use of the Euromarket, which is a necessary repository for

liquid funds and a service which is needed.
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Money is not taken away from these countries when it is deposited
in the Buromarket. Essential banking service is provided, particularly
when the Offshore Banking Units (OBUs) take the deposits in local cur-
rency and free the local banks of exchange risks.

That is what the Bahrain offshore market is all about. Expressed
in US-dollar, the volume of the assets of the banks grew froa $ 3.5
billion in June 1976 to $ 6.2 billion at the end of 1976, $ 15.7 billion
at the end of 1977 and $ 22.0 billion at the end of September 1978, just
three years after Bahrain's original announcement. These figures are
approximately equal to that recorded in fingapore,

Out of those funds, apororximately 68 % were US—dollar deposits
ard loans in 1978. From a very early stage that percentage share
has been in US-dollars, the currency still widely used by most bauks
to keep their international liquidity and for most of the international
loans. This Bahrain-based market for regional currencies grew subs:an-
tially, so that in 1978 they recresented 28 % of tke total, with Saudi
riyals and Kuwaiti dinars the most important at arourd 18 and 5_per

cent respectively.

Approximately 55 % of the business was within the Arab world,
25 % with Europe, and 10 % with Asia. Deposits and loans are well
matched in each area, out with a marginal flow froa thz Gulf to Asia.
This indicates the regional orientation, in priority, of Bahrain's
OBUs and, complementary, that to Western Europe and Asia.

In 1978 Bahrain could claim a significant volume of non-bank
business with both deposits and loans amounting to approximately
£ 5 million each, which - with 25 % on the deposit side ~ was quite
higher than London or Singapcre. It would, however, be wrong to dis-

miss inter-bank business as quickly as some writers do. The loral banking

industry in most _countries_is a major channel through which funds are
conducted before they enter the Euromarket, and dealings between the

- N



internaticnal banks themselves are an essential way of spreading

liquidity and risk in the market.

On the other hand, Bahrain - as all the other centres - relies
essentially on_short-term deposits of six months or less to support

its assets, a certain proportion of whick sre lent out for longer

terms. Intermediation between depositors who wan' liquidity and
borrowers who need longer-term finance is one of the main functions
of international banking. 95 & of deposits ard 84 % of the_assets
mature within six months, so that the dearee of mis-matching is

well under control.

Spot exchange dealing is something for which statistics do
not exist. The commercial demands of the area, mainly for non-dollar
currenc ies purchased with dollars provided by the central banks ax2
increasi. ;ly met by Bahrain, and trading with the Asiar markets is
observed, but while rates are so extremely volatile, it is ﬁot sur-

prising that bank3 in Bahrain put limits to their positions.l/

Another feature of the market has been the growth of medicine-
term-loan syndicates handled in Bahrain. Special mention could be
made at this point of Gulf International BAnk which has its head-

quarters here and represents a joint investment by the Government

of the seven Gulf States .n international banking on a commercial
basis. GIB has been particularly successful in raising funds fo.
Arab borrowers, and the total volume of syndicated lending a.ri‘a.nged
in Bahrain is now becoming an appreciable part of the flow of capital
within the Arab world. Bahrain i‘self benefited in 1978 with a § 60~
million financing for its small associated gas-project, and the total

value of loans reported must approach $ 500 million.

1978 has also teen a significant development in the fixed-rate-
capital market in the Gulf. Interest rates on US-dollars, which had

1/ However, trading is now possible on Saturdays and Sundays which is
another unique feature of the market.
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for several years been lower than equivalent Gulf currency rates,

rose steadily while Gulf rates fell, There would now te a clear ad-
vantage to first-class borrowers of about 2 % p.a., if they borrowed
in Gulf currencies, in this context particularly the Kuwait dinar.
Fears of arbitrary and large revaluations or non-availability of the
currency do not stand up to rational analysis, particularly for bor-
rowers who appear quite ready to accept German-mark or yen obligations.
Bahraini monetary authorities believe that the OBUs would play a sup—

porting role in the marketing of issues nlaced in Gul( currencies, and

the more one sees the chacs in world currency markets the more sense

it makes for both investors and borrowers to deal in currencies wnich

are free from exchange restrictions but where the rate is firaly con-

trolled by the authorities and not open to wild swings on every late

rumour. They recognize, however, that internmationalization of a cur-
rency brings problems in the form of increased dezlings and possible
inflows of capital, but Gulf monetary authorities are uniquely placed

to identify and sterilize unwanted inflows, if they occurred.

1978 saw rather less activity than 1977 in Bahrain dinar bond
issues, only one external issue and a further tranche of local de-
velopment bonds. The authorities'! intentions are based on interest
from cutside 3ahrain in the currency as a unit of account, and they
feel that the quality of the bor-ower is a vital ingredient in the

development of this market.

Bahrain's own development bonds, however, represent an appropriate
way to channel local institutiona. savings into the government's de-

velopment programme.

Looking back over the four years 1974-78 and the three years
since the OBU development started, much has been achieved, an opportunity
was taken and, because it made good commercial sense, a concept succeeded.
The financial systems of the Gulf have developed to serve the new %ype
of ecouomy that has come into existence in this region. ¥hat of the

future?




Bahraini tanking authorities believe that the OBUs will continue
to increase their range of services, expanding their staff and scale
of operations, although the dramatic increases in total assets and
nunbers of banks seen in the last years will inevitably slow down
as the market aporoaches its natural limitations in teras of local

- business.

. In conclusion one may say that in spite of several employment
and financial advantages of the Offshore 3anking activity, due to
its legal and financial characteristics and in addition to its sensi-
tivity to Euromarket fluctuations, it follows that it has a limited
capacity to mobilize local labour and to induce further development
of domestic irdustrial undertakings.




Yeed for Specialized Barking

There is a guasiconcensus among the business community and the
Government agencies that Baarain is not in need of specialized develop—
ment banking institutions at the present time. There is no iack of funds
for financing industrial and other ventures. Bahraini entrepreneurs,
who cre mostly traders, are financially affluent, and credit to private
investment in all sectors is readily available from the commercial
banks. Bahrain banks offer comprehensive financizl services inclu-
ding medium-term credit up to ten years. During the boom years of
1973-77, Bahrain commercial ranks' advances to the traje sector
accounted for an annual average of enly 36.4 per cent of their
total advarces, while the rest went to construction (27.8 per cent),
manufacturing (14.3 per cent), transport (8.4 per cent) and others
{13.1 per cent).-¥dreover, the small size of Bahrain and its narrow
domestic marke: and limited industrial opportunities make it diffi-
cult to justify the establishment of a viable development bank.

It was mentioned tefore that the Government decided to establish
a housing bank. This, however, is not a development bank in the strict
sense. It will merely act as an agency for collecting the loans made
by the Government for the construction of houseg, and for increasing
tne share of the recipient in the cost of the house (i.e. reducing

the Government's subsidies).

The BMA has announced plans to license more merchant banks. These
would be expected to play a useful role in organizing new private ven-

tures in commerce and industry.
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cETipP”z3 12 PROSPTITS TOR THT ZAIRAINT INDUSTIY A ECTUYY

IS VS e T R

1. SLO2AL ILLUSTRATIVE PRCJECTICNS
1.1. PROJECTIOYS CF TOTAL FCPULATION

According to Government sources, Bahrain population added up to
108.9C0 inhabitants in April 1978 and was expected to double prior %o
January 1985. Thus by 1935 the number of population will exceed
616.000 inkabitants reflecting an average compound y rate of growth

of 7 per cent during the eight years of 1978-19d5.

If the population is to pursue its increase at the same rate
over the following period 1985-1390, its total number w€ill increase
again by 35 per cent and attain 831.600 irhabitants by the year 1350.
A further projection of the same rate of population growth over the
pericd 1990-2C00 shows 3 70 per cent increase, i.e. an increase of
about 582.120 inhabitants. That will bring the totzl population of
tre country up to some 1,413.0CC inhabitants before the end of this
century. This mears that the population will multiply oy 2,295 be-
tween 1285 and tne early 20CCs, and by 4.59 between 1373 2nd the
beginning of the 20th certury.

1/ This is the rate of domestic growth and emigration combined.
As to the average annual rate of 7 per cent growth, used here,
it was calculated according to Bahraini official figures indi-
cating that the country's total population will increase between
1978 and 1985. See Chapter 1, General Presentation and Population,
page 3}




vz pRCSFIATS CF TEE GRCSS VATICNAL PRCDUCT 7 R 1330, 133C LT z2CCC

Bahrain's 3ross National Product {CHP; 2t curren

ot
i3
b
-~
[
ot
'
H
[ 24
(2]
(1]
n
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2t constant 1377 market prices, the 3ahraini CIP was valued a
m1llien in 19273 and BD 343.4 million in 1377. This is a total increase of
3n 135.7 million over the period 1973-1974, 2n average growth of 3D 33,325

million per year, or 3.22 per cent p.2.

I7 we pursue cur assumpt:on that Sahrain's QP has continued 3¢
inmcrease sver *he period 1977-1930 at its previous rate of growih
iuring the years 1373-1377, l.e. 2t 3,22 per cent per year, some
12.33 per cent over these four years, then the GNP will increase Ty
2imost 3D 13C.14 millicn, therecy adding up %o almost 3D 728,714 milliion
in 1930. Pursuing the same irend, the GUP will imcrease oy about 32.2
per cent, some 3D 399 aiilion, over tne 1330s, adding up ultimately ic

almest ZD 1127,717 million in the year 1630.

Aa o She seriod 1950-2CCC, 2ssuming the same 3.22 per cent rale
of zrowtk in the GNP p.2., 2 total of 32.2 per cent, the &P will in-
crease ty 30 1CG1,333 millien, 2dding up *o more than 3D 2213,1 million

in the eariy 2CCCs,
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PRCJECTIONS CF PE=R CAPITA PRODUCT

According to Bahrain statisticsl/Eahrain had a total population
of 308.9CO inhabitants in 1977. At that time, according %o World Bank
estimations g/, Bahrzin's Gross National Product was 3D 543.4 million,
estinated at constznt 1977 market prices. This means that the Emirate
then had a per-capita product of about 3D 1775.133, some 3 2,965 for
the year 1977 l/.

If we assume that the Emirate's GNP continued to increase at its
previous rate of growth of 8.22 per cent per year (as in the previous
period 1973-1977) .during the period 1977-1985, an eight-years increase
of about 65.76 per cent or nearly BD 160.63 million, then the GNP w€ill
2dd up to almost BD 909.03 million in 1985 and the per-capita income
will rise conseguently on the basis of a total population of 616.CCO
to nearly BD 1475.4, some § 5,477.0 per year, for the year 1935.

If the Bahraini economy will further grow at the same rate bte-
tween 1990 ard 2000 (3.22 per cent), ard if the population will pursue
its previous 7 per cent rate of growth during the years 1985-2000, if the
GNP will bve, as aiready calculated, almost BD 1,237.7 million, and the
total numcer of the population will be 1,413.720,CCO inhabitants, then the
per—capita income will te almost 3D 913.5 before the year 2C00. This means
that with the population growing quicker than the GNP during the period

1935-2000, the per—capita income will sensitively decline.

Theee alternative scenarios

Several alternative scenarios are, however, envisageable, based

on different hypotheses for the growth of population and GNP:

1/ The exchange rate of the Bahraini dinar was tixed by the Monetary
Agency at $ 1 = 395.80 Bahraini fils (1 dinar = 1000 fils)

2/ Using the official 1979 rate of exchange, 1 US dollar = 1378 fils
or BD 0.373.




Tho fipst scenario is based on a reverse trend with two hypotneses:

First, following or directly without a quasi-stagration in the future
growth of population tetween 1385-2C00. This could resul® from a
goverrment decision to dramatically stop immigration or from a
dramatic fall in the growth of the local population. From a realistic
point of view, a reduction in the local rate of population growth
may occur at the beginning of the mid-eighties and up to the end

of the century, in relation to smaller families and bigger c~nsumption.

Second, the GIP will pursue its growth at the sam2 rate of 8.22 per cent
per year during this period ard will be the same as already a2ssumed

above.

The secord scenario cculd be played by adopting the hypothesis that,

parallel to continuity in population growth, an acceleration of

growth of the GIP wil! take plac=, leading to a higher and more
systematic upgrading ot resources, a consolidation and further di-
versification of marui:cturing added to increasing profitable services
during the period 1985-20CC. As a result, the @IP growth will sustain
the population growth by preserving and probably toosting up the per-
capita-ircome in the early 2CCOs. In order to be seriously considered,
this second scenario requests a strong meve by 3ahrazin to reinforce ma-
nufacturing and, relatedly, cromote systematically schemes of sectoral
planning and other forms of economic coordination in the scale of its

Gulf subregicn,

4 third scenario, combining the hypotheses of the twc previous scenarios,

simultaneously implies an increasing moderation in the rate of growth
of population with a sustaining increase; furthermore, a multiplication

of the GNP during the period 1335-2CCO.

Population growth will likely tend to slow down and probably to stagnate
later under the ccubined efforts of individualisation of social life,
continuing organization, increasing consumption and the decvelopment

of capital-intensive industries in the Emirate. Cr. the other hand, the

extension of first-processing industries ani of ..-relzted infra-

——




structural meintenance activities, as well as financial offshore banking,
may all permit a consolidation and even an acceleration of the rate of
growth in the GHP- during the years 1385-2CCO. As a result, per-capita
income may achieve an optimal performance and stay even atove its level
projected for 1985.

This scenario would te an optimal one for Banrain's economic developmert.
Precisely, it calls for a global and systematic regionalization of
Bahrain's industry and totzl economy. This will be the country's economic

and political challenge in the next twenty years.




2. SECTCRAL PRQaPECT> CF THE FUTURE

2. 1. PROSPECT> FOR THE AGRICULTURE AND FISHING SICTOR FOR 1930 and 1990

Increased efforts are mage to consolidate the agriculture and
fishing sector through speciric capital spending, tax policy training
and other policy measures. However, in spite of these efforts, the
sector's gross product declined from BD 10.2 million in 1973 to
BD 9.4 million in 1977, some 19.61 per cent less, an annual average
fall of 4.90 per cent, at constant 1977 market prices. ! This de-
volution is due to limited agricultural potentialities and steady
population growth; therefore, it is not unrealistic to assume a con-
stancy of this trend and to project the value of the agriguliure-and-
fishing gross product over the current period 1977-1980. If this is
the case, the sector's gross product will fall by -14.71 per cent
during the threc-years period 1977-1980, decreasing to slightly more
than Bp 8,017 million in 1980. Assuming that the sector will develop
by following the same trend over the present decade, its gross product
will fall by -4.9025 per cent per year or 49.025 per cent between 1930
and 1990. This will lead to slightly more than BD 3.93 million in 1990.

The conclusion which has to be drawn here is, that unless Bahrain
succeeds in dramatically increasing its agricultural productivity and
output, it will face an even more grave agricultural and fishing deficit.
However, a slowdown of demographic growth may limit the dimension of the
agricultural problem which will confroni the Emirate and, consequently,
constitute a first alternative to those prospects. Another, more positive,
alternative could well be a boosting of the gross fishing product, pro-
bably less problematic than that of agricultural activity.

1/ Using World Bank estimations.
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2. 2. PROSPECTS POR THE OIL-EXTRACTION-AND-MINING GROS> PRODUCT FOR 1980
AND 1990

During the 13708 Bahrain has faced the very serious problem of
immediate and steady decline of production and depletion of available
reserves. Since the Bmirate has been a small producer from the very

. teginning, the important price increases which took place failed even
to maintain the real value of the oil gross product. Thus the latter

. fell from BB 209.0 million in 1973 to 3D 194.1 million in 1977, Ssome
BD 14.9 million v or almost T7.13 per cent decline during this four-
year period. This meant an average decrease of more than 1.78 per cent

per year of the sector's gross product.

Assuming that the trend continues over the present period 1977-1930,
the gross product of the oil and other mining sectors will decrease by
nearly 5.35 per cent, from 3D 194.1 million in 1977 to nearly BD 191.24
million in 1980. In fact, with the active current establishment of an
associated-gas industry, it is expected that the gross product from the
oil-and-mining sector is to increase through an extension of its base
into an all-hydrocarbons—crude-oil-and-mining sector. But it is not
yet possible to build plausible data on the new and growing product
from associated gas. The accelerating alignment of the gas price to
that of crude oil reinforces the potential for the new gas projects

to sutain the sector'!s future produw¢.

Looking at the ten years 1980-1990, two different hypotheses c-uld
be adopted with regard to this second primary sector for the assessment
of its prospects for the 1980s.

A first hypothesis would imply the continuation of the trend ob-
served in the period 1973-1977 and its extension over the most recent
’ years 1977-1980 and over the next decade. If this is the case, the pro-
duct from the oil-and-mining sector will fall again at the same annual
rate of 1.78 per cent at an average from BD 194.1 million in 1977 and
nearly BD 191.24 million in 1980 by more than BD 34.04 million over the
next ten years, thereby attaining a new level of almost BD 157.20 million
in 1990, some 17.8 per cent below the assumed 1980 level, 2}.14 per cent

1/ The 0il andg ﬂinxng sector had its gross product strongly boosted at
current market prices, but had 1t decreased at constant 1977 market

prices during the period 1973-1977. Inflation has be !
along the 137Cs, on soaring all




below that of 1977 and 10.26 per cent below the initial base year 1973.
This would mean that unless some qualitative and positive changes will

take place in this oil-and-mining sector, its gross product might likely
fall by nearly a third of its value between 1973 and 1998.

But another and not less plausible hypothesis would imply a signi-
ficant change in the sector's gross product, due to the newly established
and quickly growing associated-gas industry. With the accelerating rise
of gas and its price alignment to crude oil, it may be justified to pro-
ject a stabilization in the short run for the early 1980s, then an increase

of the gross gas product already before the mid-80s and, as a result,

of the oil, gas and other-mining sectors.




2.2.1. THE PRCSPECTS CF CIL AND GAS "REDEPLOYMENTS" FOR THE 12303

In recent years the Emirate’s domestic oil and mining sector
is gradually achieving a redeployment within the hydrocarbons
sector. ¥hile oil supplies ire decreasing constantly, gas supplies
are increasing within the oil and aining sector. This is a con-
tinuing move of important structural significance for the near

and far future.

As gas production i3 quickly approaching tnat of crude oil,
one may expect two successive phases of develocment within the oil

and mining sector:

Prase 1: Domestic crude oil reserves and output wiil
continue to decline, but further oil price
increases will tend to compensate totally or
to a large extent the negative effects of tlre
decline in oil supplies. At the same tixe,
ratural gas supplies will increase alsc, com-—
pensating partly the declire in the oil income.
This phase may last from 1933 to 1985.

Phase 2: Domestic crude oirl output will furtiier decline,
but oil prices will not cope with the resulting
fall in revenue. The gas prices, however, will
entirely compensate losses in tne crude oil branch
and even permit total revenues from the sector
which will exceed all previously attained levels.
This may take place between the mid and the late
1980s. At that time, Bahrain's cil-and-mining

sector will become largely a gas-and-mining sector.

It must be kept in mind that gas, like crude oil,

is depletable. Furthermore, since it is and will be




———

systmtiza’ly used 1in big guantities to salisfy

the country's own industrial ard current ron-
productive consunption, this raw material ani

erergy substitute fer oil will be consuned syste-—
matically and intensively, and it will nct be avail-

able to a2n unlimited extent.




2. 3. PRCSPZCT> OF MANUFACTURING FCR 1230 AND 1930

¥arufacturing ia a sector which witnessed a sharp rise during the
years 1973 to 1977. This came as a combired result of simultaneous in-
creases in the gross product of oil refining, aluminiua smelting ard
processing, flour milling and other marnufacturing activities, respecti-
vely. Take:: as a whole, manufacturing hai its gross product risen from
BD 43.6 million in 1973, at constant 1977 market prices, to BD 115.1
million in 1977 - an increase of BD 66.5 million or 136.33 per cent
over the period considered. This reflects an average growth of nearly
34.21 per cent per year. A look into tke different branches which coma-
pose the sector permits to notice that oil refining, aluminium ard other,
non-identified, manufacturing undertakings were the aain contributors te
the sharp rise in the sector's global gross product. While the increase
achieved by oil refining is mainly attributed to the oil price and, con-
sequently, to rises in value, the other increases, maianly of aluminium,
reflected a combined effect of aluminium price improvemunts and a furthrer

upgrading of the aluminium products.

In any case, a simple projection of the manufacturing®’s globai gross
product leads to the assumption that the sector's main branches will
achieve the same combined performance for 1977-1980 as that which had
been achieved in 1973-1977. If this is the case, the gross product of
this sector will rise by 34.21 % x) =« 72.6} per cent, or nearly 30 331.60
million, from BD 115.1 million in 1977 to about BD 198.70 millicn in 1930.
The manner in which the trends in prices of both the oil and aluminium
products have developed during the last three years seems to justify to
a large extent the hypothesis of continuity in performance by manufacturing
in Bahrain,

Purthermore, looking ahead over the years 1980-1990, and applying
the same trends in growth, we can foresee a total growth of 342,71 per
cent over the decade 1980-1990. This will bring the manufacturing gross
product from BD 198,70 million in 1380 to more than BD 679.74 million
in 1990.




Assuning that the GiP, st constant 1977 market prices, will increase
over the period 1980-1330 also at 8.22 per cent per year in average, 1its
rate of growth during the first period 1973-1977 and over a second period
1977-1380 being continuous, then Bahrain will achieve a GNP whose value
at constant 31977 market prices will be 82.2 per cent higher than its pro-
jected level of 1380, some 115.08 per cen more than in 1977. This will
add up to nearly 3D 728,714 million in 1980 and almost BD 1327,717 million .
in 1990, respectively. At thot time, manufacturing's share will represenat
more than 51.19 per cent of the country's GNP. In qualitative terms, this .
will mean the transformatio: of the Bahrain economy by that time into a

largely manufacturing economy.




3. ¥4 TREYDa AN PRC2PECT> FCR INDUSTRIZLIZATICN

"¥y advice to the CPEC countries,™ said Mr. Youssef Al Shirawi, Minister

of Development in Bahrain, a Gulf country soon to run out of crude, "is

to invest in patents and research on alternative sources of enerzy. The

gucker there is a breakthrough, the sooner the pressure to pump crude will

be taken off, Instead of wasting crude to heat homes we could use it ex-

clusively as a r2w material for petro—chemicals and fertilizers, for
which there are no substitutes.” Yy

No one is writing off the multinational oil companies., Their skills and
worldwide networks will be in demand for the foreseeable futiure. But
their future profits will depend in part on their ability to deal with

Guif producers not only as suppliers but as competitors.

"Seven Siaters in Retreat as OPEC takes Control"”
ins OPEC Bulletin, Vol. XI, No. 12/13, Vienna, March 24731, 1930, p. 3

7|




1.1, 3ASRLTY's APPRIEEVSICY ON LOCAL INDUSTRIALIZATICY

n spite 55 the abundant enerzy and feedstock anade sheagly availabie

for the hydrocarton-based irdustries' sake, in spitc also of the fungs
locally ava:ladle or provided by the various Gulf goverraments, industria-
lization has not “urned out to be a sufficiently convincing and encoura-
ging evperieance. This is the real reason behind tke relative or absolute
turnaway from the income-—diversification-and-rerewa. sirategy which is
based on industrialization, a phenomenon which 2as teex observed during
the last three or four years, not only in 3akraia but also in the rest

of the Culf states., Severe climate, unilateral resources, skortage and
inadequacy of local labour, a=d the higx latour costs explain genera'ly
this discouraging decline of the industrialization saytams ang role 1in
preparing the post-oil era. ilthough 3akrain is more and tetter ecuipped
with its own importzrnt labour force than the otkter Gulf states, tke =Zmi-
rate's oil sector yields no significant profits, while praduction and
reserves continue $o deciine. Furtkermore, Western interests are re-
luctant to tring sizmificant financial funds and fail %o ensure marketing.
In May 1573, the Rahraini Minister of Develcopmernt and Industry, Yousse?
Abmad _AL-STIRAWI, said atowt twg years ago at a London conference, that
the Gulf governments' efforts o deveiop industiry were "construcsions of
lgck". The Zahraini Yinister of Industry strongly criticized the role of
Western partners for failing to dring funds or %o ezsure proper market‘:g.Ly
In a pudblished report ze said: "It is no worder tpat the industries along
the Gulf have met and are meeting great difficulties. The only two 2&-
vantages - cteap energy and the availability of firancial funds - are
eroded by the severe clizate and the nigh cost of ladcur tased on low
productivity. Plans were initiated either by bankers with Little idea

of enzineering, or ty engineering firas with little idea of marketing.” g

1/ "SEIRAWI Criticizes Gulf Industry Plans", in: Middle East zZconomic
Digest (MEED;, Tol. 22, No. 21, lordon, Yay 25, 1578.

2/ A Peport published by the Bahrain-based Culf Weekly Mirror, cited
in YEED, May 26, 1930.




PRCSPECTS FOR INDUSTRIAL ERANCHES AND INDUSTRIAL EMPLOYEES SHARING

Three key variables .711 likely influence the development of the

empioyees sharing among the different branches of the industry in

Bahrain during the current decade; these variables are:

1. The expansion and growth of the industries of gathering
and exporting associated gas.
While this variable will sustain the share of the primary
hydrccarbons industries in th2 Gross National Preduct, its
capital intensity will not allow a corresponding growth of
their share in industrial employment.

2. The expansion and growth of the aluminium and petrochemicals

downstream manufactures,

3. The multiplication and diversification of industrial under-

takings, downstream to ship repairing.

Variables 2 and 3} will sustain a gradual and increasing move
downstream of the industrial processing industries, thereby embracing
new and more upgrading processing sequences and extending a little more
the degree of integration of the whole industrial sector. This will in-
evitably increase the share of these industries in total industrial

labour employed.

Due to the failure to get informations from ALUMIN...! BAHRAIN
about ita expansion or new projects for tihe forthgoming years, and
because of the difficulty to assess the different direct investments
in ship repairing and their expected downstream and related effects,
it seems to be difficult to perceive soundly the prospects »f these
industrial undertakings, in particular ir» the case of Bahrain, for
the next years of the current decade.
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Projection of the recen®! rate of global growth in industrial out-
put, particularly in manufacturing, assumes a certain constancy and
ignores differential and changing increases in the various branches.
Such a method reveals to be inconsistent and misleading, thowsh often
used in similar country studies. Only detailed data on the new branch
and project investments over the {future periods as explicitely expres-
sed by the sector's decision-makers may allow consistent and therefore

relevant assessment of the prospects.




In a Ph. dissertation submitted by *r. Jadsem AL-MANA'I, La Sorbonne

Univeraity on the industrial development in Bahrain 1{ after a historical
analysis of the industrial evolution in tkis country, the author attempts

an ahalysis of the irndustrializatiaon and the economic development which took
place in Bahrain by using an input-output method g/: Thus, AL-MANAI highlights
a parallel between girowth in the industry and that of import trade of Bahrain,
and spells out the industry's extraversion both from the two angles of input
importation and output exportation. The main conclusion he draws is that the
industrial sector, composed mz2inly of big units of preduction, has extremely
limited forward a2rd btackward linkages with the other sectors of Bahrain's
economy. Therefore, he suggests that the country gives strategic priority

to the establishment and the development or new batkward and forward-linking
industries. Furthermore and unseparatedly, he recognizes, as other comporents

of a strategy fecr industrialization, the following:

1. %6 set up a specialized industrial body.

2. To elaborate, implement and follow up through and by that body an
integrated industrial programme 2imed to provide the industrial sector
with the tasic, presently lacking, elements required for the realization
of such forward and backward projects.

3. To provide, through the S$ate, promotiozal and protective facilities
to sustain the private industry.

4. To adopt a Gulf-wide sheme of coordination as a determining framework
and a dynamic entry to industrialization.

5. To adopt a sub-regional scheme of séctoral planning for industries

like the aluminium and steel industries., Such a 3acheme needs to combine

the entering of the Cult Statea in joint ventures and their sharing of ‘
the different and integrated sequences of these industries. Q

1/ AL-MANA'I, Jassem: "Industrial Development in Bahrain”,
a doctorate dissertation, Paris, 1979, La Sorbonne University.

2/ DEBBAS, G.: "Input-Output Table:Industrial Planning”, Bahrain, March
1973, Ministry of Finance and National Economy {report prepared and
submitted in 1971 to Bahraini authorities).(mentioned by Jaasem AL-MANA'I)




INDUSTRIAL GULF-3A3ZD JOINT VENTURZSS IZLAY LCCAL INDUSTRIALICZATICH

IN 3a=3aIY

Contrary to its oil-rich reighbours in the Gulf, 3akrain does not
allow for "surplus" revenues, and this could te looked at as a2 constrzint
to industrialization, i.e. to indusiries of foreign or locai origin.

In fact, this constraint has increasingly turned out to become a sti- .
mulus and an argument for entering into dilateral joint ventures or

for promoting regional multilateral industrial projects. 3imultaneous-

ly, the other Gulf{ states are atiracted by the financia: exemptions and
other advantages granted for investments according to Sanraini local re-~
gulations and Tules; those states aiso appreciate the high level of the
Bahraini labour force, but zbove 2. Bahrain's developed and satisfactory
infrastructure. Single indusirializatien 15 nandizapped by the EImirale's
structural constrez.nts (limited skilied and unskilled labeur, probdlems
with inmigrant labour, difficult accumwiation of oil and gas, narrow
market). Meanwhile, regionwide industrializaticn to te located in 3anrain
is increasing, and the Emirate's neightours, who are richer in o1l and

£as and therefore create capital surpluses, are indeed over-extraciing.
To zenefit from 3zhrain's privileélng financial regulations and from i*:
underpriced gas, the otiper Julf Zmirates and the Kingdom seek joint ven-
tures with 3anrain, to oring cagital and to co-finance different rrojects;

Yor exzmple RKuwait, waick nad provided 3anrzain's aluminium project wiih

<r
"

the necessary furnds for ihe construction of its factories and facilities

AT present, Xuwait is estaslishing a peirochemical vernture jointly witk
3ahrain, and has recently offered 2 credit of 6.2 million tharougn its
Kuwait Funé for Arab Economic Development (XFAED, to found 2 new industrial
zone in 3ahrain. This Kuwaiti credit covers 19 per cent of the project's
total cost, and it is granted for a period of 17 years, The interest rate

is only 3.5 per cent.

1/ AL-IQTISSAI Al-Kuwaiti (Xuwaiti Zconomiat), No. 136, Al-Igtissai Al-Ku-
waiti (Kuwaiti monthly), Damascus, April 13980, Kuwait Chamber of Comr.erce
and Industry.
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PROSPECTS OF THE ALUMINIUM INDUSTRY FCR THE PRESENT DECATE

By starting the first aluminium smelting and manufacturing in
the Gulf area, Bahrain definitely seized a time advantage, of which
it is already and increasingly benefiting. At the same time, the
BAhrain aluminium industry which was launched as a foreign—dominated
multinational venture has turned into a locally-dominated regional
industry. Rather than setting its own aluminium smeltier and compe-
ting with the young but already operating Bahraini industry, Saudi
Arabia preferred to substitute the foreign interests which withdrew
from the ALBA joint venture, thereby charnging it into a mairly bi-
lateral company with regional features and prospects. This, as much
as it cauld be exniained by the very recent decision made to increzse
the present production capacity of the ALBA smelter of 125,000 tons
per year by 45,000 tons per year, wa3 immediately followed by the de-
cision of Saudi Arabia {an equity holder in ALBA capital) to suspend
its initial project of establishing an aluminium plant in Saudi Ara-

bia.

Behind the U.3. producera’ foreign expansion plans there is their
concern about rapidly rising energy costs and the future availability
ot electric power in the United States., Smelting of aluminium requires
mcre electricity than any other industrial process. Producers must
conizol these ccsts to remain competitive with steel, plastics and

other possible aluminium substitutes.

The average cost of energy required to make a pound of aluminium
has jumped by 56 per cent since 1978, to 13.4 cents, one senior metals

analyst said.

1/ "Aluminium: Bahrein augmentera sa capacité de production,
iu: Journal Les Echos, Paris, 4 juin 1980.

g/ "{n Planning for a Decade of Expansion, U.S. Aluminium
Producers Turn Abroad",
in: The International Herald Tridune, June 11, 1980




This is compared with 4 cents to 7 cents per pourd in Brazil and
Australia. The znalyst said that costs in the United States could
reach 20 cents per pound by 1983.

This illustrates the economic advantage which has been confirmed

and is expected to increase in the case of Aluminium Bahrain.

Paking into account the export—orientation of the Bshrain alu-
minium industry, the prospects for the latter will be largely de-
termined by the world aluminium producers' emerging strategy of
preparing to spend billions of dollars to meet expectations of un-

interrupted growth in demand throughout this decade.

In the 1970s the international aluminium industry stopped
to increase production capacity on account of the depressed price
of the metal. In the case of Bahrain, the U.S. and other multina-
tional corporations which entered ALBA's joint venture reacted to
the price depression by withdrawing from their Bahraini venture. However,
in the past year or so, however, aluminium prices have risen sharply,
as we have already indicated, particularly in Europe and the Far East.
As a result, ALBA's position has sensitively improved to the advantage
of Bahrain and its new and substitute partner, Saudi Arabia.

Rathe :han being a tactical measure, this withdrawal
of the multinationals from Bahrain should or could be inserted in
their new strategy to spread their manufacture in other, better se-
lected and more profitable countries of continental scale and with
abundant bauriie and coal reserves, like Australia,and others with
abundiant and cheap local energy and an immense domestic market, like

Brazil.

Robert Marcus, executive vice-president of the U.S. ALUMAX,
ie considering a joint venture for a $-600-million facility in Austra-

lia Because of that country's abundant supplies of inexpensive coal,




natural gas and aluminium ore, and because of political stability there.

U.S. aluminium corporations also are searching for sites in deve-
loping countries. ALCOA recently announced plans for a large smclter in
the Amazon river valley in northern Brazil. Reynolds Metals Co., the
second-largest aluminium maker, is planning a joint-venture with the

Philippine government to build a 154,000 ton-a-year smelter there.

A substantial share of the new aluminium-making capacity planned
by U.S. aluminium producers will be built outside the Unitéd States.
Deviating from eariier domestic expansion plans, the U.S. multinational
aluminium corporation ALCOA is building aluminium smelters in Australia

and Brazil.

It is obvious that a spread of smelters in Australia could cause
serious concern for the Aluminium Bahrain (ALBA) associates. A further
marketing research is needed in order to test the validity and extent

of such fears.

The international aluminium industry sees bright prospects for
its products, U.S, aluminium demand is expected to rise 4 per cent
to 6 per cent annually through most of this decade, which is mainly
due to increased use of lighter cars and in packaging and construction.
This applies to the aluminium end-users in the 1980s in the U.S.A. as
much as in Western Europe and Japan. This strong, already observed and
growing trend opens good business horizons for the aluminium industry
in Bahrain and justifies the latter's very recent decision to increase

its plant production capacity by 45,000 tons a year.

The U.S. and the other aluminium producers have announced slight
expansions at their domestic facilities and may even close some plants,
The slow pace of domestic expansion means that U.S., West-European and
Japanese producers will have to import metal from their foreign amelters.
By 1990 about one fourth of U.,S. consumption may have to be met by imports. !

1/ hccording to Robin ADAMS, a metals and minerals economist at Chase
Econometrics, in: The International Herald Tribune, June 11, 1930



To the extent that Bahrain has no aluminium ore but is relatively

rich in gas, the Bahraini industry appears to be less advantageous

than Australia, a country with abundant supplies of inexpensive coal,

iron ore and natural zas. It follows that the low pricing of domestic

gas is the very condition for Aluminium Bahrain to make profits. This

goes against an economic upgrading and use of local supplies of gas

which, in the final analysis, are only limited and depletable. However,

the accelerating rectification of the gas price and its alignment to .
that of crude oil will increasingly re-establish the economic justifi-

cation snd commercial profitability of the aluminium industry in Bahrain

over the following years of this decade.
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3.4.1. Pros and Cons of Bahrain's Aluminium Irdustry

To weigh the advantagea and weaknesses or limitations of the
aluminium industry already set up in Bahrain, and in order to
aporaise its relationships beth to the Emirate's oil-substituting
long-term strategy and to the Arab Gulf and the Arab world's re-
gional prospects for industrial complementarity and economic in-

tegration, we shall refer to the following criteria:

1. The degree of vertical, i.e. self-integration;

2. The pattern of geographical-economic insertion
and integration.

1. By vertical or self-integration we mean the co-existence
of all the subsequent and technologically interrelated stages of
the aluminium-axed manufacture, production, circulation, consumption

and reproduction.

Looking at Bahrain's aluminium industry, we can see that it
presents a fragmentary pattern of manufacturing, since it is liami-
ted to the second-stage processing (refining of imported aluminium)

and to extrusion, powder and cable manufactures.

The first two upstream sequences of the bauxite extracting and
its first transformation (into alumina) are absent, since located in
Australia. As to the two last downstream sequences, i.e. the distri-
bution and marketing, they are also absent and located in Japan and (
Western Europe, respestively. Purthermore, the marketing strategy is
L 4 defined and its control exercised by the foreign partners. This frag-
mentary production pattern implies that tae pricing system of the
bauxite ore, the alumina, added to the end-markets state and products
¢ pricing, are not controllable by Bahrain. Consequently, this uncer-
tainty in the feedstock supplies and their prices as well as in the
products' sale and pricing does not insure Bahrain's legitimate ex-

pectation to upgrade its gas resources and generate new income sources
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Sy settin up its aluminiua irdusiry. An 3decuate sciuticn ic this <omlined TI-
tlena cf maximizing and oiftaining orefits I-za manufacturing undertaxings rust
therefsre be found. Zut d4ue o the structural constraints of the 2anraizi eco-
remy suskh 2 sgluticn shouli ratler te Searched in - as we shall later see - an
altermasivz cendination of a2 revised and completed vert:cal inmtegrat:icon 2né 2

revised npeitierm ¢f regiorzl inmsertion angd inmtegTation,

A further ané apparentiy scund cpportunity to reinforce the Jomestic z2iu-
ainize industries in the Guif states is likeiy toc be materialized in the nezr
future. The Gulf Orgenization £5r Industrial Consuiting {GCIC), a Gulf-wide
orgenization %o promcte industrial cooperation and integraticn azong the states
of the 2rea, is lobbying for a Gulf{ joint-venture for the transformation of
aluwairivm. Its cepital is evaiuated at 3D 3d aillion, and its capacity =2t
roughly 40,CCO tons of 2iuminiuxn products. Yy

2. By the pattern of geograpnical-ecoromic insertiorn and integraticn
we mean the way and geographical-ecoromic maaufacture distribution and spreac
of the d:ifferert subsequent comporents of the wzole aiuminium—axed morufacivre,
prodwtion, circulation, consumption and reproduction.

From this arngie, the aluminium industry in 3ahrain is stretched upsirean
to its supoly source in Australia, and integrated downstreas in its markets
both in Japan and in Western Zurope. This is a far distance. It is a classical
case of Yorth-South vertical relationship whica excludes intra-regiozal oI
inter-regional ties within an alternative frame of Soutk to South complemen=-
tarity ard integration. Concretely, the aluminium iadustiry of Rahrairn couid
Zain in seeking simultaneously an aiterma®.*~: and bigger vertical integraticn
and an altermative supply in markxeting a.. economic integration within the
frame of the Arab region and ty extemsion of that of the irab, African and
Asian regions.,

Provided that an adecuate strategy %o achieve these goals is set with
subsequent finarcial, investing and marketing policies, actions and measures,
the two objectizes of a higher integrated vertical integration and more clo-
sely regioral and/or inter-regional integration are indeed reconciliable, if
not necessarily inter-related and inter-acticned. Such a new perspective cowd
benefii as nmuch 40 the Bahraini economic future as to the further promotion
of manufacturing sectoral plarning and large-scale consumption in the Arad
world and Arab-African arnd Arab-iAs:an fznancial, industrial and commercial

cooperation and complementarity.

1’ Al-Iztissadi Al-Kuwaiti, vol. 1980, Yo. 133, Kuwait, June 1930, Kuwait
Chamber for Trade and Industry, p. 72, in Arabic
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3.5. PRGSPECTS FOR THE PETROCHE¥ICALS INDUSTRY

Tue to the l:initaticns in 2mer— resgur~es ard to izrgcs energy

censuming plants teirnz constructed elsewhere in the rezion, the Sovarm-

ment 4325 nmot intend to astabiish very larre cetrochemicsai or emer—-—

tased industries on the islard. However, there is considerable poten-

tial for expansion of medium- ard small-scaie menufacturing. The out-
sut of tre extrusion plant, for example, could be used for high quality
production of doors, winlows and the like, and for buildirgs thrcugheut
the Gulf. Truck todies are another important use for aluminium. The
causeway to Saudi iAradia will link Bahrain with 2ll the Gulf countrisa
as well as Zurope. Truck chassis cculd te imported 2nd ecuipred with
Bahrain-tuilt bodies. The U.A.E. row kas this work done in Lebancn.

Eiectricai fittings are another category that snould ‘e investigeteg. Yy

1/ ibid., p. 16
(World Bank Report)




3.5.t JOINT PETROCHEMICALS VENTURE WITH KUWAIT

A joint Kuwaiti-Bahraini petrockemicala company was established
in Bahrain in 1979. Tke amount of its capital is BD 140 million, or

some $ 172 million.

Sauci Arabia, Banrain and Kuwaii have agreed to establisa 2
cempany for the production of methanol and amronia with a capital of
3D 60 million (SR 530 million). i

The peircchemicals ccmplex to te set up under the egreemen’. is
expected to require an investiment of $4CJ million and will have a
capacity of 1,CCC ton each of ammonia and me4hznol per day when it
Zoes on stream by the end of 1983. The agreement for the veniure wes
signed in Menama, Bahrain, 2arly in J-ne 1930 by the Minister of Indusiry an2
Slectriciiy Dr. Ghazi Al-Gusaibi, *the Bahrain Xinister of Develorment
and Incustry Yousef Al-Shirawi an? the Kuwaiti 0il Hinister Ali Kkalifa

Al-Sabah. The three couniries will own the venture equally. Y

Yy Saudi Economic Survey, Jeddah, 4 June 1980, Vol. XIV, No. 663, p. 6
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Subregional Xultilateral Co-Cperation opens Prospects of Petrochemicals
Prezotion in Bahrain,and Petrocremicals Sectoral Planning in the Guif

Due to ita limited and declinirg supplies of crude oil and associa-
ted gas, as well as of oil revenues, because of social, political and
labour problems, and in view of the limited domestic market, Bahrain

has been reluctant to develop its own petrochemical industry.

Saudi Arabia and Xuwait, two neighbouring countries with "oil
surpluses™ anrd established and new petrochemicals projects, have
chosen Bahrain to enter a trilateral joint venture to manufacture
ammonia and methanol, two basic petrochemicals. Thus, at the erd of
May 1980, Saudi Arabia, Kuwait and Bahrain signed an accord by which
they created the Gulf Petrochemical Industries, a joint company with
the task of realising a: ammonia and methanol complex in Bahrain.
The capital of the company, fixed at BD 60 million, some $ 160 million,
will be equally shared by the Bahrain National Oil Company BANOCO,
the Kuwaiti Petrochemicals Industries Company (PIC), and the Saudi |
Basic Industries Corporations (SA3IC). |

The future complex will have a capacity of 1,0C0 t/d of ammonia
and 1,0C0 t/d of methanol. The global cost of the project is estimated
at $ 4C0 million, and the putting on stream of the project is scheduled

2
for 19813.

From the point of view of the international division of labour Q
and industrial specialization, Bahrain will thus extend its first-
processing hydrccarbon inlustries; this will mean a consolidation
of the growth in manufacturing, and the consequent reduction in the
relative weight of the oil-and-mining sectcr in the national economy.
However, ammonia and methanol are only basic petrochemicals, and their
futurc manufacture in Bahrain will not imply a development in depth
of ths manufacturing sector nor an optimal upgrading of the hydrocarton

raw material,

2/ "L'Arabie Séoudite, le Koweit ot BAhrein créent une @ociété commure
pour le construction d'un complex pé*.ochimique 3 Bahrein",
Vol. XII, No. 270, in: Le Pétrole et le Caz Arabes, Paris, 16 juin 1930,

p. 14




Cn tke other hand, this new multilateral petrochemical venture
illustrates the reinforcing trerd to industrial coordination ard,
to some extent, of Gulf-scale sectoral planning in a rather pragmatic
gradual way. However, such a development can only become possible if
multilateral project3 within the Gulf area are competitive in their
production capacities and range of products, exceeding those of similar
projects in the individual countries.
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Arourd the mid-193Ca, several petrochemicals projects which
are almost simultaneously teing developed will be accomplished
and put on stream in the different Arab Gulf states. These pro-
jects will produce mainly ethylene and ethylene derivatives, as

well as methanol.

Almost a.' those different projects are country projects, aimed
to manufacture similar and therefore potentially competitive
products, and all will be export-oriented, except in the cade of Irag,
with their products destinated to the same export-markets of isia,
Europe and, to a lesser extent, the WSA.

Unleas the Arab Gulf stat2s involved in this new petrochemi-
cal construction and export scheme adopt a common strategy to
coordinate their marketing plans and programmes, their respective
national projects may face failure at their very beginnings. This
applies also to a hew trilateral joint ammonia and methanol venture

planred by Saudi Arabia, Kuwait and Bahrain.

We therefore recommend that Bahrain erdeavours to dring for-
ward, jointly with it3s sister Gulf states, a scheme of sectoral
planning to coordinate both production and marksting of the Gulf

petrochemicals in the future.




2AST) JOINT STIEZL TENTURS IN BANRACY

Tre Arad Ship Repairing Yzrd ASRY turms cut to tecome an anie-
cedent ard a stimulus for increasing Gulf-tased joint projects.
Thus Saudi Arabia entered into the Aluminium 3akrain joint veniure
company following withdrawal of scme multinational interests from
the Bahrain-based aluminium complex. Yore recentlry, a numter of
public authorities and private enterprises involved in iron arnd
stee! maxing arnd indusirial investment 1in genera. examined at a
meeting in Al-Manama, Zahrain's capital, 2 pre-feasidility study
for a giant steel project for iron-ore refining and steel making
in Bahrain. The project is supported by the Barrain Government,
whick selected a special site for the project and agreed o support
it with a promoting, i.e. -ow g&s price. Accsrding to tre study,
the project will have a {-million-tons-per-year capacity.

In view of the already establisked aluminium refining and the
nigher feasibility and profitaldility of gas-based steel zaking
ihere are good reasons tc predict a materialization of this stzel
project in Bahrain.

Low pricing of gzas is a sufficient siimulus for the establish~-
ment of a steel plant. Another guite important factor which favouwrs
this project is that Long Distance Crude Carriers (LDCCs) arrive
empty in Bahrain (and, more generally, in the Sulf area;, £ then
to ASRY for servicing (repair and maintenancej, and are afterwards
loaded With crude o0:il. These LDCCs would gain oy dringing iron scrap
and ore into Banrain, and this could provide for ike establishment

of a steel plant in Bahrain.

The Bahraini Govermment already approved of a private steel
factory in the early autumn of 1978. The BD-1.5-to-2.C-million
($3.3-t0=5.2-million; plant was to produce 25,0C0 tors per year,

using scrap.

1/ Al-Iqtissad? Al-Kuwafti (The Kuwaiti Econqmist), No. 196, Kuwait, April
duwait Chamber of Commerce and Industry, 1n irabic,

1

8c,
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Bahrain imports some 35,000 tons of steel per year (1973 esti-

mations).

The local steel is expected to undercut the price of imported

steel by 20 per cent. !

A ————————

1/ Middle East Economic Digest (¥EZD), Vol. 22, No. 40, London,
6 October 1978.
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IMEDIATS CHALLENGES AND PRCSFICTS 7CR TEZ REPAIRING SEIPYARD

Deciliisn mekers in the various Ara2>-Gull Siates do not ziway

disolay 3 polizy of cocrdinztisn and integrziion 2s 2 means o counter

the risk 2% competition inherent in their countries! similzr rmatural

resources 2nd economic structures,

In the case of ship repairing, the Organizaiion of irab Petrzieun
Exportirg Countriss (OAPEC) entered - together with 3ahrain - a mulii- 1
laterzl venture for tanker mazintenance and skip repeiring, nameiy th
Arabd Ship Repairing Yard (45RY,. Fowever, the seighhouring Zmirate of
Dubai and memter of the Federztion of United Arab zZmirates decided to
enter its cwn ship rapairing venture alone { jointly with foreign pari-
ners;, and is presently establisning a three—dock installation a2: Port
Rashid, Dubai. This shipyzard, which is a2lmost completed alrezdy, L.as
space for 2 one-millisn-ton VICC and two 500,CCC—-ton 7LCCs in iis ihree

docks,

Since there may not e encugh linkage for both ihe danrzin-iSRY
and the Dutai shipyards, a disastrous competition may arise Tetween
them, therety 2dversely zaffecting ‘he short-term profitadilizy of the

nrain shipyard.

Barrain 4id not succeei in delivering a coordinated plan for a
joint-veniure shipyard to incluge also Dubai, its immedizte neizhtour
and competitcr, However, some ccordinat:ion and joint scheduling of the
two szipyards will clearly te necessary from now cn. Tuiis may serve 23

an exanmple, %hat - sven when it is difficultl to start z rezional joint
enterprise from the very teginning - the very emergence of competitive
country-scale enterprises a2nd treir successful exploitation could ard
should tecome a2 stimulus {or their joint management and dyramic inte-

gration,




5. PRCPCSALS FOR A TRADE STRATEGY FCR TUYZ YZAR 1390

Governmenta of the Arab-Gulf Stztea have displayed an increasing
and extending interest in setting up Gulf-wide scliemes for commercial,

agricultural, industrial and banking cooperaticn and coordination.

Both Iraq and Saudi Arabia have much bigger and diversified eco-
nomies than Bahrzin and the other Gulf Siates have. The two abtove-
mentioned countries represent and can extend notably the local marketing
potentialities for the newly implemented industries of Bahrain and the
otner small Gulf Bmirates.

Since Saudi Arabia is already an associate of Bahrain in The Alu-~
minium Bahrain Company (ALBA), the Ecirate will, expectedly, encounter
no difficulty in selling increasing amounts of its products on the par-

ticularly well-absorbing Saudi Arabian markets.

On the other harj, at the beginning of June 1980, the Joint Iragi-
Bahraini Committee adopted recommendations for a total exemption from
customs duties for the two countries'! products and for the utilisation
by Iraq of part of the deloading and storing overcapacity of Mina Salman
Port and the Storage Zone in Jetra Ialand in Bahrain. v

Furthermore, Iraq expressed its will to boost its imports of Bahraini
aluminium. Due to the boom in construction and industry taking place in
Irag, and provided that this couwitry pursues its present Gulf-oriented
strategy, Bahraini aluminium products will likely find a new and expanding

outlet in that neightouring country,

1/ "Conclusion of the Joint Committee for Economic Cooperation with Bahrain",
in: Al-Thawrah Daily, Bagndad, June 4, 1980, in Arabic.




We recommeni that Bahrain adoptd and carries out over the next

ten years , 1980 - 1390, a trade strategy to be indispensibly sus-

tained by and related to jindustrialization and further downstream

involvement in the industrial field. The 3ims of such a strategy in-

ciuge:

.1.

5-3-

5.4.

Achievement of a significant gualitative shift in the

commodity structure both of exports ard importis.
‘Phis shift should be achieved by the year 19%0 and

pursued until 20CQ, comprising equipment and food
imports, hydrocarbons, alumirium and petrochemicals

exports, as well as services.

Reduction of the total net deficit in Bahrain's genarzl

trade.
The Emirate's trade deficit with its main partners,

namely the United Kingdom, the other TEC countries

and Japan.is to be reduced simultaneously by 1C per cent.

Jealization of 2 net increase in

Bahrain's export trade.

The added value of Bahraini exports of oil and other
commodities should te increased by 15 to 25 per cent.
This would mean a major increase in the Fmirzte's exvorts
to its first partner, the United Kingdom, and to its other

main suppliers as well,

Increase in the future share of Arab countries in

roth Bahrain's exports and imports.

A 25-per-cent increase should be achieved by the year
1990 in order to integrate Bahrain's industry and economy
further in the Arab hinterland and pursued until the year
2000C.
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PUBLIC PINAMCE AND ECONOMIC PROSPECTS

0il revenue is tile main source of governmental income in Bahrain.
In 1977/78 revenue from oil represents about 70 per cent of the public
receipts. In comparison, non-oil revenues, which include customs duties,

port taxes, public and other taxes, are but limited.

Decline in oil output leads %o an evident decline in the rate of
growth of oil income. This retards the rate of growth of the state re-
ceipts. In 1978 the clear decline in the rate of growth of the oil in-
come led to only five per cent increase in government receipts against
an average of 30 per cent of the annual rate of increase during the
years 1974-1977. |

Increase in customs duties received, which is the most important

item in the income of non-oil services, was only around five per cent

in 1978. In comparison, goverrment expenditures grew between 1974 and

1976 at an annual rate of more than 70 per cent. However, the rate was

brought down to 37 per cent in 1977 in conformity with the governmenti's

desire to put some constraint on the increasing demand within the frame

of its financial policy. There was another and most significant reduc-

tion, to nin2 per cent, in the growth of government expenditures in 1978.

As a result, the total budget deticit was lower in 1978 than what it had

been in 1977.

PROSPECT> FOR RECEIPTS Q
As regards public receipts, those from oil have multiplied by two

between 1975 and 1978, and declined in 1979 (as is shown in the following

Table). To the extent to which the 0il output continues to decline, the

0oil price increases may totally or partly compensate the fall in oil pro-
duction. However, inflation and devaluation of the dollar will most likely

prevent price increases from sustaining the oil income in real value.

Non-oil receipts have, at the same time, constantly increased, mul-
tiplying by more than two between 1975 and 1977, and almost by three be-
tween 1975 and 1979. In spite, however, of the new trend of gradually




I
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of constant increase in non-oil receipts, this last category of re-

®

clining income from oil and of the expected continuity in the srex

ceipts represented only a 1ittle mnore ihar one fourth of receipts

originating from oil. In cther words, 3ahrain is facing the task of
’ £

findinz new and more substantial receipts from the non-oil sector and

of succeed¢ing in the 'Senetrolization"of its budset and glotal income.

It is expested that Bahrain will pursue its efforts to use revenues

from firarce, mainly offshore-benkirng, and from indusiry, in particular

Zas-based, as subtstitutes. It is difficult to say which of those al-

ternative sectors will predominate. Cn the one side, further industrial
develcprent tends to slow down tecause of the labour prsblem, althoush
Bahrain has a relatively qualified ard available local latour force;

on the other iand, the experience of offshore banking units is too
recent to allow a sound projection of its future advantages, and the
develorment of tankingz and finance in Saudi Aratia; Kuwzit and the

United Arad Tmirztes must be tornme in mind.

Taking into consideration what has been just said on the prospecis

for industry and finance, 2zhrz2in's financial and economic grospects

will strencsly devend cn further increases in the crude arngd =3

[+

o
the coun“ry i3 no longer an iaporsant oil producer. The same appi:es t

the recent and forthcoming increases in g23 prices, which can sustain
the Bahraini btudget and its econcmy at least in the course of %his de-

cade.

The wa7 Zanrain Will manace %o achieve this transiticn could

ke of zreat interest to all its neizhhouringﬁpil enirates, which sooner

gr later will face the same task of finding sources of income alternative

to oil.

T=Z TXPENDITURZS PROSPECTS
As to experditures, they have more than doubled tetween 1975 ard 1978.

Wnile the Banraini budget was slightly positive in 1975, it experienced a
slight deficit in 1978 (as is shown in the following Table). Globally,
Sanrain moved from a budget with a slight surplus in 1975 to one with

a slight deficit in 1979, However, it is important to look into the two

categories of current and capital expenditures, From the following Tadle
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it apprears that th: two categories have developed maintaining the
same ratio between 1975 and 1979. Current expenditures were more
important than capital expenditures in the teginring of the period
considered. At its end, in 1979, curreant expenditures had multiplied
by almost 2.5, but since capital experditures have witnessed a simi-
lar multiplication, tkeir ratio was almost the same as in 1975. From

this point of view, the Bahrain government has managed to maintain

! a structural stability of its budget during this period.
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Tatie 1
PUSLIC RECTIPTS ATD SXPEWDITURSS {in 3.D. Miilion, &
1575 | 1976 = 1977 ; 1978 1379
TOTAL RECZIPTS 135.0 0 191.6 - 260.7 | 2733 255.0
0il Income . 110.9 156.4 189.7 - 191.3 160.2
Yon-0i: Income 24.1 4.7 . 50.1  S5.7 63.7
Grants - 0.5 . 29.5 @ 26.4 = 26.1
{
TOTAL EXPENDITURES - 121.3 | 203.2 ; 258.3  282.8 | 280.0
!
Curzent Exp. : 57.6 i 38.3 116.2 © 134.° 15C.0
Capital Sxp. ' 54.2 | 114.2 I 122.6 | 148.3 | 130.0
} '
SURPLUS CR DEFICTT +12,2-0 =116 '+ 1.5 - 8.3 |-25.0
SXTRASUDGETARY ., i ‘
SET opemaTIcws &/ |+ 234+ 7.0 - 363 -7 -
FIJANCING - 36.6 |+ 1.6 4+ 345 4 26.2 [+ 25.C
!

1/ "Bahrain ... Reducing Dependence on 0il and Paying Attention to
Infrastructural Projects”,
Table No. 1, Public Receipts and Expenditures, p. 53

Cperations made through the Government Reserve rfund

w

——— - ——
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7. ADOPTICYN CF A STRATECY FCR THE YEAR 20C0O TO ADAPT CCHSUMPTION
TO_PRCDUCTION

Private and public coreumption is excessively high in
Bahrain. The Bmirate is a rather highly urbanized ard densely
populated country; its present density of population is about
548.37 persons per square kilometer 1/. Its oil resources,
already modest, are constantly decreasing, but Bahrain has
alighed its pattern of consumption and expenditures to those
of its neighbours incomparably richer in oil resources, espe-
cially during the last decade. Thur, import prices have been
subsidized, even though the exchange rate is favourable to

imports and unfavourable to exports.

Vehicle registrations in Bahrain rose from 32,907 in 1975
to 50,328 in 1977, a 65 per cent increase providing for greater
comfort and mobility for the Bahrainis, but at the same time
furtker straining their road building and mainterance programme.2

The economic policy of open doors and excessive personal
and public consumption can no longer be pursued. Growing ex-
penditures in productive and finance-related infrastruciures,
much more than increases in wage costs, are inflating the demand
in the Bahraini economy. It is doubtful that the new offshore
banking sector and the projects under realization will be able
to generate new and substantial employment jobs in the near
future while sustaining the Emirate's private and public ex~

penditures,

1/ On the basis of a total population of 341,000 inhabitants
in January 1978 and an area of 622 sq.km.

2/ "Some Structural Bahraini Problema”, in: The Financial Times,
London, Monday, ) April 1973, Special Report on Bahrain,
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All the oil-tased economies are facad with the difficult task
to reconsider sooner or later their pattern of personal and public
consumption by inplementing a long-term strategy aimed t» cope demand
with supply, and expenditures with resources. But in the case of Bah-
rain, with its growing shortage in the supply of oil, this task turns
out to be urgent. Such a reconsideration of the consumption pattern
implies a new policy of controlling imports by reducing the amount
of their subsidization. It also calls for controlling profit trans-
fers both in quantity and quality, by increasing the Covernment's
share in joint profits and tax on the foreign stake of exports,
Anotker aspect of such a new policy is to increase taxes on certairn

non-basic consumer goods including car petrol and alcoholic beverages.

This will necessitate a more rational management of production.
A higher productivity does not necessarily imply a reduction in wages.
To the contrary, such an action is not easy to justify nor practical
to implement, may reduce social demand while dissuading young quali-
fied nationals from joining the productive sectors and encouraging
them to seek work in neighbouring countries.




SUXARY OF THE STUDY

Bahrain ia a very small country; 1t has an area 3f only
622 square kilometers, and its population is also of a very
limited numter, about 340,CCO in 1978.

Its economy is characterized by rather unilateral resources,
basically oil ard gas, but these reserves are rapidly decreasing
after several decades of systematic extraction of crude oil and
active utilization of gas. Agriculture and fishing vepresent a
small and gradually declining sector, while food importation is

steadily growing, thus aggravating Bahrain's dependence.on it.

The country has achieved substantial results in school
enrolment ard in education. There is a 3ubstantial labour force,
but further industrizal training is required. Limited resources and

high consumption impede accumulation anrd investment in develcopment.

Industry has been initiated by the multiratiorcl o1l corpo-
rations whick, in 1936, estabiished a giant oil refinery. Quite
receatly, multinational aluminium corporations entered a joint-
venture project together with the Bihraini jovernment and took
a large majority share in it. A few years later, due to price
depression and other conjunctural difficulties in the aluminimn
butiness, most of these multinational corporations, however,
withdrew from the Bahraini joint-venture project; later they
launched a new scheme of manufacture redeployment and spread,
displacing their new and future projacts to bauxite-extracting
countrizs other than Bzhrain, such as Brazil, Australia and the
Philippines, where aluminium will be produced more profitably.
These multinational and other corporations sold back their global

majority shares in the proj:ct to the Banraini government. There-

fore, the government had to buy the bigger part of them, thus in-
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creas:ng its own eguity ard

becoming the main shareholder. Tre Saudi Arabian state—owned company
SA3IC bought the other part, roughly cne fifth of the total ahare.
Although U.S. Kaiser Aluminium, one of the multinational corporations
involved, stayed as an associate within the ALBA project, foreign
partnership failed to last. Nevertheless, the ALBA project has de-
veloped into an almost bilateral (Bahraini-Saudi, one, controlled
mainly Sy the Bahraini government. Thus, the Aluminium Bahrain joint
venture, one of the first cases of international redeployment of new
industrial projects 1in developing countries with oil and gas resources,
revealed to be only a precarious venture quickly atardoned by the multi-
national partners, forcing its transformation basically into a govern-
ment-controlled subregional project. The logical conclusion to be drawn
here is that it is regional coordination rather than wventuring jointly
with multinatioral corporations which is sustaining the development

of manufacturing in Bahrain. This is further confirmed by the recent
decision of Bahrain's new associate in aluminium processing and manu-
facture, namely Saudi Arabia, to cancel the Saudi project of setting up
an aluminium smelter in Jubail (Saudi Arabia). However, Dubai, another
neighbouring Enirate, is pursuing the set-up of a new and competitive

aluminium smelter.

But Bahrain's experience is not limited to aluminium manufacturing.-

In the oil-refining sector, the Bairate has a second and similar expe=~-

rience.

The decrease in oil gupplies can be related to gradual abandonment
by tbe multinational oil corporations which have teen exploiting the
Bahrain refirery since 1936, first on the oil-extracting sector, and
now on the oil-processing sector. In order to run the refinery, which
had been set up 29 years before Bahrain tecame a 3oversign and indapen-
dent state, the government had always been relying on substantial crude
0il supplies from Saudi Arabia, and has now to seek more Saudi crude to
provide ita own share of feedstock for the refinery. The latter, after
having turned into a joint venture, will be totally abandoned by the two

oil multinationals and left to their associate, the Bahraini government.

L)
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Under the Concession Regime, constant and increasing supply of Saudi
irabian crude for Bahraint's oil refirnery made the country's oil-pro-
cessing industry deperient on subsidiary multinationals which supplied
Saudi cride. Later, Saudi Arabia'a takeover of a mzjority share in the
crude sector in Saudi Arabia wa3 followed by the takeover of the Bah-
raini governament of a majority share in its domestic refining sector.
Thus, the survival of the latter is becoming even nore dependent on

4. supoo~% %y %% Saudi-Bahraini partnerahip.

Thirdly, Bahrain has experience in ship repairing. This simply
proves the big potential of regional multilateral venturing to assemble
the various indispensible factors necessary to set up strong and imper-
tant infrastructursl maintenance facilities related to oil in a small
country with limited resources, as it is the case in Bahrain. Yet, the
individual decision taken by an immediate neighbour, namely Dubai, to
enter a similar and ccmpetitive venture jointly with some foreign as-
sociates, demonstrates the risk of commercial rivalry and competition
which emerges whenever subregional coordination ard sectoral planning

are neither glotal nor synchronized.

Th:is lesson may apply to a large extent to the stratagy imple-
mented for effectively establishing offshore and international banking;
Kuwait, followed recently by the United Arab Emirates and Saudi Arabia,

is developing the same financial schemes in the same region.

The future of the industry and of the whole economy zeems to de-

pend increasingly, in the next decade and beyond, on the way anrd the

rhythm of their articulation in relation to that of the Gulf and other
Arzb industries and economies. Such an articulation will not follow a
linear trend, but will materialize through the following categories of

new options and policies:

1. DNomestic options and policies implying

1.1. {nstitutional measure to establish a national central

planning body;

1.2. gzlobal and sectoral state-planning for the_adoption




1.3.

1.4.

1.5.

1.6.

- 32¢ -

of long~, mid- and short-term sirategies and plans of de-
velopment which comprise agriculture and fishing, mining
and further gownstream manufacturing as well as infrastruc-
tures ard services. The objective of the development of
manufacturing must be to establish forward and vackward
linking industries while improving on a global scale pro-

ductivity, production and increasing self-sufficiency;

adaptation of consumption largely to domestic production through
a long-term strategy and subsequent mid- and skort-term
policies by reducing the share of non-basic consumer goods

but increasing locally produced goods;

pursuance ard intensification of the training programmes
to core with the irndustrial and infrastructural develop-

ment plans;

revision of the foreign trade, toth from the angle of iis
commodity structure and that of geo-economic spread and
sharing, according to previous global and sectoral strategies

and policies;

a strategy to decrease the deficit with the main suppliers

of the Emirate, In this respect we strongly recommernd the
elaboration of a long-term strategy andrpolicy tc promote
manufactures and link their exportation to the country's main
suppliers - the United Kingdom, Japan and South-East isia -
with Bahraini oil and gas sales to those countries. This
means necessarily a re-orientation of trade to the Gulf and
other Arad countries, in relation with the dynamic develop-
ment of sectoral programming and integrating industrialization

of the Arab region.

2. Rz2gional ootions_and volicies implying

2.1,

generalization, reinforcement and implementation of Gulf-wide
and all-Arab schemes of industrialization ard infrastructural

development;




2.2. adoption and application of sectoral programming schemes
for the main gas-based industries and hydrocarbon-related

infrastructures, both on a Gulf-wide and 2ll-Arab level;

2.3. adopiion and implementation of corresponding invesiment

schemes to sustain the two previous objectives;

2.4. relation of the industrialization and trade schemes to

sustain the previous objectives.

To conclude, it must te pointed out that such major and extremely
challenging strategic objectives and action-oriented programmes are not
of 2 solely economic nature. They tear undoubtedly tremendous political
implications for all the small Emirates facing oil depletion in per-

spective, but a2bove all for Bahrain.

Issam EL-ZAIX
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