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BAHREIN

His Highness Sheikh Isa bin Sulman al-Khalifa, Ruler of Bahrein

Sayed Mahmoud al-Alawi, Minister of Finance

Youssef Shirawi, Minister of Economic Affairs

Ablatif al-Hamad, Director General, Kuwait Fund for Economic Development
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Form No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

TO: Mr. Robert S. McNamara DATE: September 9, 1969

FROM: Michael L. Lejeune

SUBJECT: BAHREIN - Brief for your meeting
with the Ruler of Bahrein

The Country

'1__ 1. Bahrein Island (area: 213 square miles; population
‘e 200,000) lies in the Persian/Arsbisn Gulf between Qatar and the
xR Saudi Arabian coast. H.H. Sheikh Isa bin Sulmen Al-Khalifa is
St the Ruler and represents the Al Khalifa family which has ruled
. Py the island since late in the 18th century. A treaty in 1820 and
later agreements between the Sheikhs and Britasin have entrusted
Bahrein's defense and foreign relations exclusively to Britain.
The British Government has announced that it will withdraw its
forces from the Gulf by the end of 1971, a move which would
result in the emergence of a new political pattern in the Gulf
area. There are on the island at present British military and air
force bases and & naval base.

2. The Ruler of Bahrein has Jjoined with the Sheikhs of eight
other Arab Emirates, who have treaty relations with Briteain, in
attempting to form a Federation of Arsb Emirates (these are
Bahrein, Qatar and seven "Trucial States': Abu Dhabi, Dubai,
Sherjah, Ajman, Um Al Quwain, Ras Al Khaimah and Fujairah; the
total population of the nine emirates is about 500,000). The
federation project is supported by Britain but its realization has
faced problems including disagreements among the members on such
issues as representation in the Federation's legislative body

and location of the capital. The next meeting of the Rulers is
scheduled for October.

3. The political problems for Bahrein are complicated by the
outstanding Iranian claim to the island as well as by Saudi Arabia's
possible (and so far unclear) attitude towards the proposed Federation.
There is thought to be popular pressure in Bashrein for its Joining

the Federation, if only as a means of achieving greater independence
and possibly a means of increasing popular political representation

in the government. At the same time, it is possible that rather

than joining the proposed federation, Bahrein mey opt for complete
independence. Gaining recognition as a potentially independent state
msy be one of the motives behind the Ruler's present tour abroad.

fr2
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The Economy

L, Income in Bshrein is derived largely from the oil industry
(revenues accruing to the state and local expenditures by the oil
company), from the expenditures of the British Government (rents
and local expenditures of the military bases) and from re-export
trade (particularly to Saudi Arabia). Other activities include
fishing, pearling, date and vegetable growing and a variety

of services and crafts. The GNP was estimated at over $48

million in 1964 and may have exceeded $60 million in 1967, yielding
an average of $300 per capita. A fast rate of growth of 10 percent
per annum before 1964 may have slowed down in recent years. A
populaetion increase of 3 percent per annum and scarcity of resources
have led to persistent unemployment which has been partly eased

by emigration of skilled workers to other members of the Federationm.

s Probebly half the GNP is contributed by the oil industry

in the form of oil revenues and local expenditures. O0il was

discovered in 1932 by the Bahrein 0il Company, & subsidiary of the
Standard 0il Company of California and of TEXACO. Production from

the island is small (3.5 million tons per year) and has levelled

off in the last few years. An offshore field operated jointly with
Saudi Arsbia started production in 1967 but has not added substantially
to revenue so far. O0il revenue rose from $18 million in 196k to

about $25 million in 1967. One-third of the oil revenue is allocated
to the ruler and two-thirds to the state budget.

6. Annuel government development expenditures average $5 million
per year. Educstion and medical services are provided free by the
government. The pressure of the population and social restlessness,
however, seem to call for accelerated development and diversificeation
of production (particularly in view of possible reduction of British
expenditures after 1971). The most notable recent development in

this context is the setting up of a $70 million aluminum smelting
plant, using waste gas as fuel, by a British-Bahrein consortium.
Unless new oil resources are discovered (or the joint Saudi-Bahrein
field proves of importance) the Bahrein government would seem to be

in need of funds for development and diversification. A joint Federal
development budget mey be a means by which such funds would be trans-
ferred from richer members. If independence is contemplated, the
question of Bank aid may be raised. Bahrein msy be looking for

funds to finance part of its share in the aluminum smelting company.

y -



The Ruler

T. His Highness Sheikh Isa bin Sulman Al-Khalifa inherited
his position from his father in 1961. In the tribal tradition,
he is also the leader of the Al-Khalife family, which is one of
the largest on the island. One-third of the oil revenue used to
be allocated to the Ruler and probebly continues to be. He is

36 years old and noted for being quiet, calm and dignified. He
understands English but may prefer to speak Arsebic.

Bank's Relations with Bahrein

8. Bahrein is represented in its foreign relations by
Britain. It is not a member of the Bank in its own right. It
applied for and became an associate member of FAO in 1967. 1In
December last year we were asked by the President of the Provisional
Federal Council to make an economic survey of the needs and
potentialities of the emirates which will make up the Federation.

We agreed to do so and sent a reconnaissance team in June consisting
of Mr., Maiss and Mr. Asfour to determine the terms of reference

and composition of the mission and to arrange for the preparatory
work to be done. When Mr. Shoaib and Mr. Dajany visited him in
April and again when Mr. Maiss and Mr. Asfour visited him in June,
the Ruler of Bahrein voiced his welcome of the forthcoming economic
mission. This mission, composed of five people end headed by

Mr. Asfour, is scheduled to start its field work in the middle of
October and to stay in the field for four to five weeks. Its first
stop will be Bahrein. The mission's report will be presented early
in 1970 to the Provisional Federal Council.

ce: Mr. Knapp
Sir Denis Rickett
Mr. Shoaib
Mr. Cope
Mr. Thompson (o/r)
Mr. Dajeny
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MEMORANDUM FOR THE RECORD

BAHRAIN: Mr., McNamara's meeting with the Minister of Finance and
the Minister of Economic Affairs

His Excellency Sayed Mahmoud Al-Alawi, Minister of Finance, and His
Excellency Youssef Shirawi, Minister of Economic Affairs, Bahrain, visited
Mr. McNamare on April 20. They were accompanied by Mr. Abletif Al-Hamad,
Director of the Kuwait Fund for Economic Development, who had come with
them to Washington.

Mr. Al-Hamad explained to Mr. McNamara that the Ministers had come
to Washington to get acquainted with the Bank and Fund and the leading
personalities who would be handling the affairs of their country, once
the membership application had been processed through both institutions.

Mr. McNamara welcomed the two Ministers and explained his pleasure
at the impending membership of Bahrain. At his request the Minister of
Economic Affairs gave a brief explanation of Bahrain's economic outlook
and, in particular, mentioned the fact that Bahrain's known oil reserves
were limited and not expected to last for more than 15 to 20 years.
Bahrain was therefore anxious to diversify its economies before its oil
income began to diminish.

Mr. McNamare asked the Ministers whether all oil prospects in and
around Bahrain had been fully investigated and the Minister replied that
two joint exploration activities with Iran and Saudi Arabia respectively,
still held out reasonable hope for additional oil.

The Ministers thanked Mr. McNemsra for receiving them and expressed
the hope of close relations with the Bank in the future.

Mool

M.P. Benjenk
May 25 1972

resident has seet
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
Mr. Robert S. McNamara DATE: April 18, 1972

Munir P. Benjenk

BAHRAIN -- Visit Ministers of Finance and Economic Affairs

On Thursday, April 20, 1972 at noon, you will be receiving
the Bahrain Ministers of Finance, Mr. Al-Alawi, and of Economic Affairs,
Mr. Shirawi. They will be accompanied by the Bahrain Ambassador to the
United Nations, Mr. Saffar, the Director General of the Kuwait Fund
Mr. Al-Hamad, and Mr. Nasser Al-Sayer of the Kuwait Fund, and perhaps
Mr. Al-Mishri of the Kuwait Embassy.

Mr. Al-Alawi is an elderly, well respected merchant type busi-
nessman, who has been Minister of Finance for some time; he speaks
little English.

Mr. Shirawi is a 4O year old, energetic civil servant, well
and favorably known to the Bank and the U.S. A graduate of the Uni-
versity of Beirut, he also studied in Scotland. As past Chief of 0il
Affairs, he has had extensive dealings with Western businessmen.

Mr. Al-Hamad of the Kuwait Fund is, of course, well known to you and
the Bank.

The Bahrainis are here to acquaint themselves with the Bank,
pending their forthcoming membership, and are also seeing Mr. Schweitzer
in the Fund; their program of appointments is attached (Annex 1).

Messrs. Shoaib and Dajany visited Bahrain last December 1971,
and Mr. Dajany?s memorandum to files, giving a list of projects which
Bahrain considers of top priority, is attached (Annex 2). A general
paper which was prepared for my visit to Bahrain last February may
also be of interest to you (Annex 3), together with a list of present
Bank-Kuwait Fund involvements (Annex L).

Attachments

cc: Mr. Shoaib
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VISIT BAHRAIN AND KUWAIT DELEGATIONS

Program of Appointmeﬁts

Wednesday, April 19, 1972

_Anmnex 1

Room =~ - Extension
10:30 - Mr. Benjenk - Director - Europe, Middle East & AT12 - 361
- North Africa Dept. ;
11:15 - Mr. Chadenet - Deputy Director - Office Director, €303 2661
: Projects
12:30 - Mr. Schweitzer- Managing - International Monetary F1200 3057
: Director Fund - G
1:00 - Luncheon, Host Mr. Deif, Executive Director, IMF - Dining Room 5 5184
2:30 - Mr. Harold Graves™- Assoc. Director Dev't Services
Department B703 L2l
2350 - Mr. Michael Graves *- McKinsey Consultant : B703 - L72L
h 00 - Mr. Knox - Director - Transportation Projects  AL413 2383
‘Department
5:00- Mr. Ballantine - Director - Education Projects Dept. D729 2747
* meetings with Mr. Al-Hamad.
Thursday, April 20, 1972
10:00 - Mr. Rotberg  Treasurer IBRD | ATOL2 2213
11:00 - Messrs. Armstrong/Howell ' :
Deputy Directors - Public Utilities Dept. A313 2065
12:00 - Mr. McNamara  President IBRD A1230 2001
1:00 - Luncheon, Host Mr. Shoaib, Vice President (Dining Room G) 2006
-000-
3:00 - U.S. State Department ¢ (Mr. Twinam) 101-21481

|
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TO:
FROM:..

3JECT:

Files _ R ' 2 4 =¥ DATE Januery 6, 1972

.
e

Omar.DaJan;:;;;

Visit to Bahrain’ S A s

Duxlng Mr. Shoalb's visit to Bahrain from December 1-3 a bu31ness
meetlng wvas held.in the office of H.E. Youssef Shirawi, Minister of Economic
Affairs. Present were:

-

¢ ' , 5 -
‘. Bank . ] ) Bahrain
Mr. Mohamed Shcaib Youasef Shirawi, Minister of Economic Affairs
Yr, Omar Dajany Alsayed Man—oud Al-Alawi, Minister of Finance

Ibrahim Atdul-Kerim, Director of 0Oil and

... Economic Affairs, XMinistry of Finance

ped Habib Kasem, Directcr of Industry and Commerce,
- Ministry of Economic Affaiys .

M. Shoalb said that in receat yeirs ‘he h 4 made & habit of paying
an.annual visit to the Gulf arez and he was he ory that his visit to Behrain
this time provided him with the coportuniiy to con;ratulate them on their
independence and admission to the United lations end the Arab League. He
also said Bahrain is an applicent for mem oersnln in the Bank end wanted to
extend an advance welcome to theoz and acguaint himsell with the possible
areas in which the Bank could te of assistance to Za hrain after their memter-
ship. Mr. Shirawi thonked Mr. Sioaib very much and .said that Bahrain was
earnestly looking forward to a close and fruitful cocoperation with the Baak..
He added that Kuwait had been “*ccd1ng ham for sormetime to cooperate with
the Bank and the earlier visits ty Mr. Shoaidb and ix. Dejany had =cquainted
them with the Bank's cperatlons ard the verious possibilities of cooneratlon

that exist. e A e e g

.

‘He asked several ouest‘ons rcgardlng memoershlp, contact with the
Bank, representation on the Board, and perticipaticn in the Annual Meetings.
Mr. Shoaib explained all these goints end it was decided that contact with
the Bank will be through Ibrahim Abdul-Kerim, Diréctor of 0il and Economic
Affairs, Ministry of Finance. 'As to the Annual }Meetings their present
thinking is to have the Minister of Finance represent Bahrain as Governor to
the Bank and Fund-while Mr. Shirewi would be Alternate Governor to the Bank
and Mr. Abdul-Kerim as Alternate Goverror to the Fund. This may change at
the time of the Annual eetlngs dut at lesst it is thelr thinking at the

. . 5 ’

_ present time. T B S . , ;

e

- Mr. Shirewi went on'to outline the verious development projects
which Bahrain considers as top priority with en estimate of .the total cost
of each project. They are: e G ]

O 40 OFFICE MEMORANDUM i il -
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- ec: Mr. Shoaib

Files - e W _'.Jem'uary 6, 1972

(IB;D = ‘approx. $2) L

S -
1. Water and Power P f .25;million B.D .
2.. Sewerage R e el
~ " 3. Port Develépment e B, 2 L™ i
L. Transportation (roads) 3 .". .©
= 5. Tourism (infrastructure)™2 " . .
6. Education . o O D
M Total ' B
¢ 3 : .
o Of the above, Kuwait, through the Kuwait Fund for Arab Economic

Development, has agreed to finance BD 10 million for the water and power f
project. The Government may be in a position to finance another BD 15

million out of their own revenues and this would leave the balance required
by Bahrain at BD 25 million for all the above projects. They have already

conducted several studies regarding these projects and said that they would

‘be approaching the Bank with some or all of these projects after the

membership formalltles are complete.

‘Mr. Dajany thnn acquainted the‘meeting with the Bank's. fund

raising activity and msntioned the welcome cooperatlon of Abu Dhabi, Jordan
- Kuwait, Iibya, Qatar and Sezudi Arabia in this fund raising effort. He
.added that he hoped that when and if Bahrain finds itself in a position to

participate in the Bank's bond issues that they would also'do:so. Mr.
Shirawi end Mr. Al-Alewi both said that they would be happy to partitipate
and in fact would ccnsider doing so -in our March 1972 two-year bond issue.

- This participation may not be large to begin .with but at least would serve
. the purpose of demonstrating their desire to. fullJ cooperate with the Bank

1n all 1ts activities.

ODaJony/w'

Mr. Bengenk (2 conles)

o -
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.27 See Attachment on Basic Indicators. ..

. f ; S Annex 3

BAX RAIN

(Brief for a Visit in Feoruary)

Area, Clinate nr

.

i Bahrain consists of more then 30 smell iclands in the Arabien

(Persian) Gulf, many of them un-inhabited. .The biggest one is Bahrain
Igland, which covers 85 percent of the total srea 1/. The capnucl of
the state, Menama, with about 90,000 inhabitents, the main port, ¥ina
Sulmzn, and the oil field at Awali are 211 located on Bahrain Island.

The sscond most important island is Mubarraq, the ruler's résidence, with

about 50,000 in-hzbitants.

2 The ?verdge'rainfcll'is extremely low, not more than 75 -mn

(3 inches). Temperature in Febrvarj ie moderate, with an average daily
maximum of 21° C and minimum of 13° C. Relative humidity is around

70 percent in February, but surpriscs are possible.

Recent Political Develonnents i ‘ '

.

3. Bahrain?s ruler proclaimed indépendence on August 1, 1971
(the 139th ingependent state).. Shortly tx.rcaiuer,‘banrain becarme a

" member of the Arab League (September 11, 1971), Unitad Hations (Septeri~

ber 21, 1971) and submitted appllc ticns to 301n the IMF and the IBRD.
The move towards independence resulied from Britzin's statement of
ntention in 1968 to withdraw from the area and from longlasting, but
not successfully completed negoiiztions with other former British Iro-
tectorates in the area on a nine-state federation in which Bahrain was
supposed to play a leadership role. Membership of the new stzte in the

~Arab League was strongly opposed by .the People's Democratic Republic of

Yemen, which supports the radicsl movement-in Dhofar provinze (state of
Oman) called "PFLOiG" - Popular Front for the Liberation of the Occunied
Arab Gulf., Its original objective was to end the colonial rule in the
Gulf area and subsequently to get rid of colonial "puppets.!

L. ' The radical moverment in the areca is pretiy isolated and does-

" not seem likely to gain a strong foothold in this part of the Arat

World, at lezst not in the nesar future. But the strategic and economic

L inpor*»nﬂe .of the, 2rea as well as the interests manifested by neighbor-
.ing bigger countries to expand their influence, ’nspired the ruler to

strengbhen Bahrain's ties with Arab and other countries to offset the

_power vacun created by British with-drawal. The growing number of

intelilectuals and the stengthening of the middle class, a process more
emphasized in Bahrain than in many other parts of the aresa, have encour-
aged some internal reforms, which may enhance the prospects for ctabi-
lity in the.new circumstances. : . : al

5. e On the extnrnal front, seversl moves were made b°fore and
'immcdlately after the proclam;tlon of independence: * .

a) ‘moral support was received begg;frci Saudi Arabia and.iran3

o L

o

e Dl g

,1
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b) . a treaty of friendship with Britain, which ipso fzcto
repiaced all previous agreements on protection, was
signed on August 15, 1971; & ot

c readiness to join the Union of Aradb Emirates was expresseds
) o Ll y xp 3
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| ¢ ' d) agreement was reached with the USA to use naval facili-
# ‘ ' ties at Bahrain (this action arovsed concern in Iran). 2
6. Bahrain's society is still conservative. 411 ultimate powers

are vested with the ruler Sheik Isa Bin Sulman Al-gKhalifa, who changed

his title to'Emir'following independence. 1Ike aren tribal family,
Al-Xhelifas, has ruled-in Bahrain since the end of the 18 century. The
younger brother of the Bmir, Sheik Kkalifa Bin Sulmon Al-Khalifa now

runs the administration (’thn Fmir allegedly preiers a quiet life among

hig fricnds and Tnpline affar hig Arsivian “ﬁ”eo*\ Pribhal +vadition end
the participation of tribal leaders have been important in meaintaining power,
but wvith the growth of urban population, the influence of tribes

appears tobe lessening,This might be one of the resascns for the establishe-
ment of Bahrain's flrst COLJCII of State in Janusry 1970. LAfter indepen~
dence the Council was upgracdzd to Cabinet level and all members received
the title of HMinister. The Emir's brotiher is Premier.

8 The towns and cities are subdivided into six municipalities

~ administem»d by municipal councils, mewbars of which are partly elected
“and partly appointed by the Central CGovernment., ZRural lev;l adm¢n1°tra-
tion is carrleu out by mukho" rs, up*01ntnd by the Emlr.

IIT. Recent Economic Developments

8. The ecoromic situation and policy of the newly independent
state is probably best swmmarized in the Premier!s Statement "that the
country is looking for business, trade and investients that will employ
its people and-mzintain its position as the most progressive, most
industrialized and best educated of the Gulf States." The fact that oil
reserves are likely to be exhausted in 15 years at the present rate of
exploitation as indicated rccently by geologists, 1ncreases the concern
of this tiny state about its future. s

P Pearling, fishing and coastzl trade, common to the whole Gulf .
area, characterized Bahrain's ecouory until discovery and commercial
exploitation of oil in the carly 1930's. BAPCO ~ Bahrain Petroleum

Compzny - owned jointly by the Stand rd 0il Company of California and
Texaco Inc. was the first concessionaire in the area. An offshore con-
cession was given to ARLMCO (Arab Amunlcan 0il Company) with joint

shares to Saudi Arabia and Bazhrain znd prodiiction began in 1966, But*
unlike other sub-regions of the aren, Rzhrain's onshore o0il production never
rocketed, maintaining slow growth to a peak of 3.8 millions tons p.a.
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- ess of economi.c dlverslflcatlén.
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reached in the last few yearb and with pros pvcts of short duration.

10. The prosperity of the tiny archipelagos state has, however,

.been based on the oil. . As one of the first oil producers in the area
.- and enjoying a favourable gcographical location, it grew swiftly into

an important center of flnance, communication and trade both for Saudi
ArabLa, and the other Gulf States. It developed a modarn port, Mina
Sulman, with good storage and rcfrngeraolon facilities and started
economic diversificatlion much carlier than other areas in the region.
In addition to the BAPCO owned refinery, with processing cazpacity of

“around 12 millions tons p.a. (the second largest refinery in liddle

East) and a 100,000 ton capacity aluminiun smelter, which started pro-
duction early in 1971, industrial activites include: . textile manu~-
facture, building materials, plastics, ship building and repair, packin:
materials, and assembly of air-conditionirg equipment. Some new project:

are under 1mp1ementatlon. sf

i I % The Government supports the'principle of 2 fre° econony ('ile

aren't after customs or taxes") and recoives royalties from oil ex-
ploitation, shares in profits of the ‘refinery, and has a stake of around
307 in the alundinium factory.i fany enterpreneurs from the area moved to
the island attracted by the free-narket and opportunities. The availa-
bility of skilled labor, hote l;s ace, good banking organization and
services, a modern port and alrport, telephones and telegraphic communi-~
.cations, "liberal liguor regulatlons" (contrast to Saudi Arabia), in
short, a business mindcd env1ronment, have probably influenced the proc-

’l .

. Prospects'for agrlculturai de"elopment'and use of other

&3

natural resources are poor. Dates and vegetable production cover
arez of only about 4,000 acres: Lack of water and small area are
constraints. : | G ‘ :

ct B
[}

13 Relative to the SLtuatﬂon in nelgnborlng countries, educa-
tiona) and health facilities are well developed. The populatlon is

well educated with more than 50 000 students in schools on all levels.
Educational eéxpenditures amount to more thari 257 of total cwrrent Govern-

-ment expenditures, much hlgherithan in many other developing countries.

Unemployment and underemployment, may exist but the proportions appsar to
be negligible and as such are not in the foreground of the national

- concern.

1L. Public revenues are stlll dominated by 011 receipts, whlch
amount to about 75% of the total. Customs duties account for about

15%, and the remainder originates in Government property, fees for serv-
ices rendered, gasolins tax and vehicle repgistration tax. Revenues rose

"by about &% over the period 1966-70 but total expenditures by about 167 1/.

e

o~

1/ See Attachment on Basic Indicators. : Rl
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"/ Around 70 of expenditures e designated for health and education.
; With the withdrawal of Ur¢tlun t-bD“a, the share of defense and security
expenditures may become much hijgher than it has been so far (1n 1970 it

- was about . 123 of current’ expcnulturLSJ.
15. " Bahrain has a well develeped commercial banking séctor, includ-
ing ten affiliates of foreign baniks and tuo locally < organized banks.
~ (the Bank of Bahrain and the Kuwait - Bahr in Bank). '

v VO Hot much is known about the balance of payments. Exports are
dominated by refined oil products, and the remainder consists of re~
exports to other Gulf countries. The country depends on imports of
almost all foodstuffs, consuvmer geods, and eguipment. The most important
suppliers are UK, Japa n, USA, the People's Republic of Chinaz, India,

- the Federal Republic of CLTNQNE- However, it is likely that the foreign
exchange position of Bahrain is strong. :
17. " In its further dsvelopmant, Bahrain will need to con31der vider
regzicnal dnv~10“ﬂ~nt plans, Smnld ?03“1"L10u, 2 relatively narrow
internal mdrkcu and limited resovrces suggest concentrating on activities
which do not compete with thesame type of industries 1n much sbronger
and rlchcr neighboring m4rketé.-

30 WOrk on quotza alcu%ation in the IMF is underway. Behrain re-
presentatives did not atterd zha Annual Meetings. No contribution has
. been made to Bank bonds, so far. ; = ;

Europe, Middle East and North Africa Department .. . ..
Janvary 31, 1972 : i Al . "ﬂ; i

‘e
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BASIC IRDICATCRS

“Area:

:'Po ulation:

of which: Non-Behraini

GKP. Estimate

per capita GNP

- d\ll‘l‘ e H_Cl

~

011
" Crude o3l productlon (mllllcns tons)
0il processed (millions tons)

Government Finance (BD million)
Revenues, curreat
Z ’Cf Vb
0il
Expenditures, current
Current surplus
Development Expenditures
Overall surplus (+) or deficit (-)

-

Trade Balance (BD million)
Exports of goods
of which:
0il productis
Imports of goods
Trade balance

“IMF Pocition

Bank Position

663 ng

(256 Sq.'miles)

217,000 (mid 1971)
18%

over $90 million (1969)

about $500 (1969) -

Bahrain dinar =

1.86621 grams of fine

bSuumxtted appllcatlon tc join.

- Quota calculations under vay.

Submitted application to join.

Not contrlbuted to the Bank
Bonds so far.

.1/ Bahrain continued to maintuin the gold content of the dinar after recent

realignment of currencies, i.e. the nev relatlcnshlp to us $ must be close

to BD1 = $2.30.

- 2/ . Preliminary.

1

jw
~

Budget estimates.

P

i

old

or BD 1 = $2.10 till December 20, 1971L/
1066 - 1967 1968 1069 1970 19712/
31 3.5 3.6 3.8 38 3.8
0 2. NF ALY BT s
1966 1967 . 1968 1969 1970 = 1971=
15,3 16.3 16.0 18.8 19.3 22.6
1.6 11.6 121 1h.5 bk 13,8
% . 3 9.1 2N IBaG - 355
7.6 7.0 6.9 T 6.6 9.
3.8 5.2 -52 5% . 1.7 "HE
+38.-+2.86 +2,7 422 -3 1.}
1966 1967 1968 1969 1970
60,3 68,6 TH.0 TI.b B4.2
\.. 3
Y771 49,9 55.5 5T.T 59.0
k3.7 W8.5 54,2 61.2 83.3
+16 6 +16.1 +19.8 +16.L 0.9
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Annex h

Brief for Mr. Benjenk's Visit to Kuwait Fund

The following comments are extracted from brlefs prepared by the
divisions concerned.

Past Financing
Tunisia |

b2
|

So far we co-financed one project with the Fund in Tunisia in
‘January 1971. The Gas Pipeline project, for which we lent $7.5 million and
. the Kuwait Fund D900,000 (roughly $2.5 million), is going ahead on schedule.
The consultation arrangements set up with the Fund in an exchange of letters
are working satisfactorily.

Present Involvements

Morocco

The only operation underway concerns the Bank!s fifth loan to
BNDE (736-MOR). Financial requirements for the SUCRAFOR sugar mill sub-loan
which amount to DH 8.} million have been covered by the proceeds of the Bank
loan up to DH 6 million; in their letter of September 6, 1971, the Kuwait
Fund informed us that they had approved in principle the financing of the
remainder. The Kuwait Fund was supposed to send a mission to Morocco in the
Fall and to take a final decision by,the end of the year. We have not heard
from them yet.

Yemen Arab Republic

Wadi Zabid Agricultural Project (FY 1973; anticipated cost $6.5
million

The Kuwait Fund, which financed the local costs of the feasibility
study for Wadi Zabid agricultural development, has indicated it wishes to
participate in the appraisal and financing of the full investment project.

The Chief of the FAO-IBRD Coop Programme preparation mission in December 1971,
Mr, Campbell, undertook to discuss the composition and timing of the project with
the Kuwait Fund during the Abyan Delta meeting recently in Aden. We might con-
firm the Kuwait Fund's agreement to proceed with the Wadi Zabid project along

the lines suggested by the preparation mission. (Copy of Mr. Campbell!s report
on this mission is attached for ready reference). Essentially, the mission
recommended a project including not only surface water irrigation works at

Wadi Zabid, but initial groundwater development (for about 1000 ha) at Wadi

Mawr, plus creation of a Tihama development authority and hydrological
investigations/feasibility studies for development of a number of other wadis

of the coastal region.
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It would elso be useful to reconfirm our suggestion made earlier
that the Kuwait Fund's participant in the appraisal mission should have a
special expertise, perhaps of local socisl and economic customs, to com-
plement the specialties of the IDA appraisal team. Besides this, it would
be useful to ascertain the extent of financial involvement that the Kuwait
Fund would visualize for this project, along with IDA.

Jordan

Irrigation

The Kuwait Fund has already agreed to provide JD 5 million for the
construction of a dam on the Zerqa river (one of the main tributaries of the
Jordan) as the first stage of a JD 12 million project for the irrigation and
on-farm development of 5,000 ha. of land in the Wadi Zerqa. 7

The canalization and on-farm development works assoclated with the

'project would be suitable for financing by the Association, leaving the cost

of social infrastructure (housing, health, clinics, etc.) to be financed by
other donors. The dam is scheduled for completion in 1975. A detailed
breakdown of costs is not available at the moment; however, a credit of

- $5 million has been included in the draft CPP on Jordan due to be reviewed
¢+ ~in March 1972 for proposed consideration in FY 1974,

Future Prospects and General Comments

'People's Democratic Republic of Iemen

Fisheries Project w

In his back-~to-office report, Mr. Campbell mentioned that the

Kuwait Fund is actively interested in fisheries projects in PDR Yemen and

that a considerable amount of time was devoted to discussions of these
projects. The Kuwait Fund apparently is considering financing a study of
fishing resources and markets, especially in relation to fish meal develop-
ment, which appears to be its main interest.

-

The fish meal proposal identified by Dr. Payne s an FAO consultant,

. 4n February 1971 included three phases of development. The initial phase

would consist of installation of certain equipment already available at
Mukalla and provision of additional trawling facilities. Subject to the
experience of this first phase, Dr, Payne indicated that a second and third
phase expansion, reaching up to 300,000 tons per annum, would be feasible.

. The Kuwait Fund appears to be interested in this second and third phase

expansion. The CP project preparation mission, which is presently in the
field to prepare a project for DDA financing, is looking into the possibility
of including the first phase in the IDA project.
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The Agriculture ProjJects Department has reservations on the pro-
fitability calculations for the fish meal plant prepared by Dr. Payne. The
Government in the meantime has decided to establish a fish meal corporation,
with provision for management by foreign investors as minority share holders,
At the invitation of the Government, Dr. Payne was in Aden recently to discuss
the possible involvement of his company for such a venture. He indicated to

FAO and Bank staff that he is reluctant to get involved unless the Bank Group
" 48 also involved, although he is convinced that the proposal which he identified
is technically and financially feasible. The proposal would be attractive if

‘the foreign investor would underwrite the sale of fish meal at a price used by
Dr. Payne in his projections, but as of now no one has shown interest for such
an undertaking.

Abyan Delta Agriculture Project

We are proceeding on the assumption that parallel financing with
the Kuwait Fund will be appropriate for the Abyan Delta project. According
to our Timetables, a project could be ready for Board presentation in early
FY 197L, epproximately in the amount of $3 million. Our expectation is
that this will be a project for intsgrated development based mainly on
groundwater, rather than flood irrigation.

Mr. Campbell of the Cooperative Programme participated in a meeting
in early Jamuary, called by the Kuwait Fund to discuss the progress of con-
sultants?! work., The initial report, covering surveys and field studies for
the Abyan Delta is due early in March, to be followed by specific proposals
for development and the preparation of plans and specifications. Mr. Campbell
has recommended that the Cooperative Programme review the tentative conclu-
sions of the consultants in late February before they are committed to paper.
The Kuwait Fund has also asked for CP participation in a meeting to discucs
the consultants? proposals, to be held in Kuwait sometime in lMarch. The
Agriculture Projects Department supports these recommendations.

Jordan

Power

The Government of Jordan has applied to the Association and the
Kuwait Fund to help finance a 66 MI Steam Thermal Power Station at Zerga.
The project, which was originally scheduled for commissioning in 197L/75
has been postponed by two years on the advice of the Association, in view
of the cost savings to be gained in the interim period by continuing to
expand diesel generation at the Amman Power Station. The total cost of the
project, estimated at about $15.6 nillion, includes a foreign exchange com=-
ponent of sbout $13 million, which, it is proposed, should be jointly financed
by the Association and the Kuwait Fund. The project will be reappraised early
in 1973 and a credit of $6.5 million has been included in the FY 1974 lending
program. o
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Meanwhile the Jordan Electricity Authority has requested an updated
feasibility repert from their consultants, Kuljian Corporation, and intend
signing a final design agreement shortly, with a view to completing bidding
documents by the end of 1972, Retroactive financing of consultants fees
would be made by the Association after the project is approved.

S_Eia
' Euphrates Project

The only project in Division A for which Joint financing with the
Kuwait Fund may be warranted is the Euphrates irrigation in Syria. However,
consideration of the project by the Bank is contingent upon agreement between
the three riparian countries on preliminary arrangements for water rights
‘(since agreement on the ultimate sharing of waters is likely to take sub-
stantial time and is not essential for the implementation of the projects
planned in the next few years) as well as on the économic justification for °

© the project. It may therefore be premature to mention this project to

- the Kuwait Fund, but we should leave it to you to decide on this.,

The amounts involved are very large; the first tranche of 50,000 ha
for which Government has expressed interest in Bank/IDA financing may cost as
much as $115-140 million in total (including land development, infrastructure
and housing). The Kuwait Fund participation in the financing would be useful
not only to share costs but also to soften the financing terms as IDA financing
in Syria is likely to remain limited. '

Tunisia

We do not anticipate any co-financing operations with the Fund at the
time being. The Fund was not interested in co-financing with us the Rhennouch
power project Phase B which we have appraised and which we are going to nego-
tiate hopefully by February 24. For staff reasons the Fund could not parti-
cipate in the appraisal mission. It also indicated its interest in rather
financing Phase ¢ of the power plant. This phase would only be required
after 1975. If, in due course, the Fund feels its financing could be shared
with the Bank, I assume that we would be ready to do so and to make provisions
in our lending program.

- " The agricultural sector would offer prospects for co-financing in
the longer run. I am thinking in particular of the Water Master Plan for
northern Tunisia which, however, in our present estimate will at best be
ready for financing in FY 197L.

You should also mention the tourism infrastructure project in
Tunisia. Mr. Hartwich had asked a few weeks ago the Deputy General Manager
of the Fund whether they would be interested in co-financing this project.
The reaction of this official was negative.
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You may want to bring up the Fund's participation in

Consultative Group meetings for Tunisia. Why have they not sent any

representative to the last meeting in October 1971? Was it really because

the Fund was not satisfied with the results produced in the 1970 meeting

as indicated by the Director General of the Fund to the Minister of Planning
~ of Tunisia? The Fund!s future participation would be useful particularly if -
b j;he Group discusses well defined problems like the promotion of export :
« oriented industries and the rehabilitation of the agricultural sector. This
"might have a bearing on the Fund's lending activities in Tunisia, if it

wishes to reactivate them.

Attachments :
Supplementary Note on Yemen Arab Republic Highway Project

‘Europe, Middle East and North Africa Department
February 9, 1972 :
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