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¥r, Chairman, ladies and gentlemen, members of the Organization of
Arab Students in the U.S.A.,

First of all I should like to express sy gratitude for yowr kind
invitation to speak at youwr Convention, As a staff member of the IBD =
often more shortly called the World Bank = my work deals primarily with
economic developments in the Sank's member countries in the Arab Middle
Fast, and I consider it a special privilege to have an opportunity te
discuss some basic economic problems of that region with a growp of
students most of whom are likely to end wp in leading positions in
private or publiec life in the comtries concarned.

u’m,MI-muwm.bwmm
which is, however, influenced to a largs extent, as is only natwral, by
personal impressions during the years that I have worked in the Middle
East and more recently, in particular, by practical experience gained at
the orld Bank., It is for the latter reason that it may be appropriate
to ask you to bear with me for a few minutes for a very brief deseription
of what the IBHD 4is and what it does, the more so since when embarking
on my main topie for this morning, I will occasionally make use of material
published in reports of Nank Survey Missions to a few Arab cowuntries.

The Werld Bank is associated with the United Nations of which 4t is
& Specialised Agency. Howewer, the Bank is not responsible to the U.N.
nun-m.t.o.‘uzumum At this moment



68 countries have joined the Bank, nine of which are from the Arad world, 53

namely Lebanon, Jordan, Iraq, Libya, Morocco, Tunisia, Saudi Arabia, Sudan,

and the United Arab Republic., The Bank's authorised capital amounts at
present to § 10 billion (10 thousand million) of which 20% has been paid

iny 2% in gold or dollars and 106% in local currencies of the member countries.
The Bank obtains fwrther financial resources by selling its bonds in the
world capital markets (almost § 2 billion of such bonds are outstanding

st this mment); A also sells participstions in its loans to euleids
investors (almost $600 million to date).

As per Juns 30, 1959 the total amount of loans made by the Bunk was
over § L.5 billion, of which about § 1.3 billion in Asia and about § 600
million in Africa. Before the Bank makes & loan =~ I should mention in
this connection that each loan of the Bank nmot made directly to a Government
needs the guarantee of the Uovernment concermed - it wants to ascertain
vhether the country concerned is likely to be able to repay in the future
the foreign exchange to be lent to it together with the interest charges
on such lendings. The Bank also wants to satisfy itself that the project
for which its financing is requested has suificient priority and that
such a project is soundly prepared, teclniocally and financially viable
and that it will be well executed and operated.

I should add that apart from supplying loans the Bank also renders
to its nembers a wide varioty of technical assistance varying from fille
scale economic surveys of wmember countries (in the Arab world missions for
this purpose have been sent to Iraq, Syria, Jordan and — just recently =
uum)unmumm?m-mrm
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Those of you who are interested in more dotails about the World Bank

I would like to refor o a ssall brochwre = the World Bamk, what it is,
what it doss, how it works «- and % a paper containing some statistical
facts about the Bank's operations. Copies of both papers are available
&% seees, outside this conference room.

I come now, at last, to the major subject of this morning, namely
what are <= a8 I see it = the most pressing economic needs of the Arad
Middle Bast. (I wse the term Middle Bast because I want to exclude in
this connection Turdsia and Morocco since I am not fumiliar with the
aconomies of these two countries.)

You will no doubt agree that when spoaking of essential economie
noeds in less developed countries we are usually referring to what could
4lso be called basic requirements for economic developmenty I will
interpret my subject in this sense and define economic development as a
rate of economic growth which wurpasses population incroase, thus leading
o @n increase in per eapita incomes, and to & higher standard of living
for the nasses of the population.

May I start in a somewhat negative way. After all, the general
theme of your Convention - and & very appropriate one, I think - is
"Towards bettor wnderstanding the Areb World" which seems to imply that
there are still misunderstandings to be removed,

I do pot think that in the Areb Middle Hast the only or indeed the
first requirement for further economio development 1s a sufficient supply
of capital. Of cowrse capitul requiresents are quire large and from this
viewpoint capital 4s no doubt a “"pressing need”. An average met growth
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of say 5% per year for the Arsb Middle Bast as a whols - which in an
area where population increase is large (2-3%) does not appear extravagant =
wuld easily require an anmual net investament of some § 1 billion to start
withe This figure is based on & moderate capital output satdo and a
relatively low — and admittedly extremely rough —- estimate of overall
national income in the area,

However, granted that the funds needed are substantial, they do not
& priori seem Lmpossibtle to cbtain., PFirstly, in a few countries, Ireq,
Saudi Arabia and Kuwait, capital is no important limiting factor because
of their large oil revenues. These revenues amounted to over § 900 million
auﬂ.«mmtmmmm.smmmm
Arebia and § 230 million for Ireq. In effect, it is sometimes thought
that they are large enough to allow for a surplus of public savings, that
might be available for investment in other Areb countries less blessed by
nature. This idea needs, I think, to be rather heavily qualified. In
the first place only part of the oil revenues can be comsiidered savings,
Even Iraq, which has a wary fmpressive record in this respect «- it has
over the years appropriated 70% of its oil income to economic development —-
bas to use the remaining 30% for cwrrent expemnditures. In Kumait and Saudi
Arabia, where development possibilities are much more limited a much hdgher
propertion has to be set aside for owrrent use (including health, education,
etc.) 4n order to provide the general public with a reasonable share from
this source of wealth. Actually, I consider that at current levels of
ofl revenues, with the excoption of Kuwait, the oil producing Arab states
cannot be regarded as producers of surplus savings. As to the future,
one has to bear in mind that the expested repid development of new oil
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resources discovered in North Africa (Algeria and Libya) are likely in

the longer run to reduce the rate of increase of oil production in the
Middle Zaste Thus, future oil revenues may, though higher than awrrent
ones, remain well below the very optimistic estimates which were originally
made. I may mention at this point in parenthesis that oil production alse
means oil transit revermes, a factor not without importance; for example
the Egyptian Hegion of the U.A.R. received in 1958 out of Sues Canal dues «-
largely derived from oil tanker transits — a gross amount of foreign
exchange of § 125 million.

Anyhow, on the basis of present svidence further increases in oll
production and oil transit revenues in the Widdle Sast can still be expected,
so that no scarcity of capital is to be feared in the oil producing countriesj
there is even the chance that in the longer run, particularly if the Arsb
Development Bank (Arab Financial Development Institution) which was
established by the Arab League in January of this year starts operating and
maturing, some additional capital might become available from this source
for investment in other Aradb countries.

These other cowntries will doubtless need capital import to achieve
an adeyuate rate of growth, even at a maximus level of internal savings.
Provided that they show sufficlient aptitude in the planning and execution
of development and in maintaining financial discipline — these are very
important qualifications, to which I will return later = I see no reason,
however, why such imports should not be fortheoming. After all, the U.A.R.
(both the Egyptian and Syrian Hegions) has already been able to contract
substantial lines of credit for economic development from the Soviet bloe
and some western countries; Jordan and Libya are regular recépients of
financisl contributions from the Vest which account for a large proportion
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of thase countries' government revenues; American institutions such as

ICA, DLF and Export-Import Bank are also active in the Niddle East; the

World Bank has made loans to Iraq (prepaid meamrwhile) Lebaron and the Sudan

to mention only those activities which led to final results. New institutions -
1 already mentioned the Ared Development Bank - such as the proposed IDA

may offer additional asslstance in the future. Again, provided other
mu@mmmm—unmmuum

point later — undue pessimism as regards the provision of capital would

appear unwarranted,

I come now o natural resources. Here again I think that though
there is certainly pressing need for determined efforts to exploit thus
far unused natwral resources, the relative scarcity of such resources in
the area does not necessarily form a basic hindrance to economic development.,

Of course individual countries, which are exseptionally poorly endowed
by natwre in this respect, are at a disadvantage which I do not wish to
under-estinate. Hm,m;lthmmumh
forgotten that although in the area as a whols known mineral rescurces
(apart frem oil) appear to be limited, there are still large unused
agricultural resources (land and water)., As is the case with respect to
capital, these resources are not equally divided over the area, and their
development usually requires substantial investments in dams, irrigation
works, wells, as well in infrastructure projects (roads, railways and
other public utilities) and in agricultural extension, education, etce
Countries such as the Sudan and, on the evidence of Bank survey missions
to these countries, alse Syria and Irag, still have considerable potentisl

for ingygasing agricultural production and for opening up new employment
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possibilities in this field. BEven Jordan - although due to its wery large
refugee population a complete solution for this country's economic problems
cannot be detected under prevailing political conditions = can still add
substantially (some 100,000 acres) to its fully arrigated area once the
Jordan Walley project can be completely implemented; which, unfortunately
also depends on political factors in view of the international aspects
that are involvedj; besides, the Bank's survey mission to Jordan saw good
prospects for & substantial extension of hill fruit cultivation.

In Egypt where the struggle between an ever increasing population
and almost stable agricultwal resowrces has been particularlyy ibamk
difficult « between 1927 and 1957 the crepped area per head of the
population dropped from 0.61 feddan to Q.42 feddan —=- new prospects have
been opened, at least for the next 20 years or so, by the High Aswan Dam
which when completed would add about 1/3 to the country's presently aropped
area.

Noreover, even with lisdted natural resources, u.‘h.'l.lury has shown,
economl: growth can take place although with greater effort and perhaps
at higher cost. The Egyptian Aegion of the UAR has, in view of its heavy
population pressure which even the High Dam cannot solve (some 20 years
from now there will be sbout 12 sillion more Egyptians 4f the present rate
of population increase does not change) already embarked on a large scale
industrialization progrem. Other countries, for instance Syria and lreq,
are working in the same direction in order to diversify their economiocs
and to open up new avenues of employment and national wealth, Lebanon is
a somewhat different casej by exploiting its geographical position amd the



special qualities of its population in fields such as commarce and finance
it has achieved thehighest income per head in the Arad Middle Rast despite
relatively limited agricultural resources.

On the subject of industrialisation one more remark may perhaps be
made. I am referring to plans to establish closer inter-irsb economic
cooperation. Such plans can be of special value becusse, AL effective, they
would promote increased specialismation, widen the often discouragingly
limited home markets for industrial products, and increase competition
and thus efficiency. |

Even with a sufficient supply of capital and with adequate natural
regsources no real progress can be made, of course, if such resources are
not properly and efficiently used. It is at this point that the human
fuctor comes in and here lies, I think, the final and in my opinion most
pressing economic need of the Arab Widdle ¥ast and indeed of many developing
countries. hmm:aawmmmmugdmm
somewhat more concrete terms: 4t is uitisately a question of human leader-
ship, energy and perseverance, of hard work, of husan talents in fields
such as management, organisatiom, agricultural and industrial techniques,
of human relations and institutions which will determine whether the process
of economic development which has started in the area will continuwe at an
increased pace or whether 2 fallback inte stagnation may ocoure

As mentioned earlier, adequate sconomic growth in most Arab Hiddle
East countries requires large scale public invostments. A consistent,
wallecoordinated and balanced development program is usually —— unless the
internal economic structure is very simple —- the first prerequisite teo an




efficient and well organiszed execution of such investments over a certain
period. Targete have to be set on the basis of available rescurces,
prioritiss have to be established, projects have to be evaluated technically,
financially and economdcally, their execution has to Le supervised, manage-
ment problems have to be solved, savings have to be mobilised. ALl this
and many other things «- I noed not go into detail; there is a vast literature
on the subject == requires first of all an efficient, capable, and devoted
Covernment administration, lNot enly are good administrators, economists,
techiniclans and executives required at the top, who should be given
sifficient responsibilities, but an effident organization of well trained
officials in the lower echelons is just as indispensable in order to insure
proper financial records, reliable and timely statistics, good filing systems =
a very Lgportant matter = and sisilar sisple but basic needs for properly
running government departments and development organizations.

Only within the framework of good administration can sound development
and financial policies be pursued, especially when -~ &s inevitably ocours
in the process of development —- the economic situation of the country
becomes more complicated and demands on government policies heavier and
more intricates Sound policios, in twn, foster further development, also
in the private sphere, towards which sector as a rule the ultimate objective
of most publiec developmont activities is directed; it also increases the
country's economic standing abroad, thus facilitating capitul imports.

Secandly, continuing improvements of the quality of manpower in t he
public sector are of no great value if no similar developments take place
in the private sector. As one of the Bank's swvey missions to the Middle
Eust put it, "There is little point in increasing the means of production




unless people will learn how to make better use of the resources available
to them". The valus of agricultural education and extension services for
ralsing agricultural productivity has already been mentioned. The critical
importance of vocational and industrial training in order to make induse
trializsation a success needs no elaboration, Industrial growth demands

a sultable climate of which an adequate supply of skilled labor is an
essential factor. Of course, in these matters adequate technical assistance
from sbroad will often be of great help.

Finally, the road te economic development in the short run is not
ususally & glamorous onej easy SUCCeSSeS are ScArce. It requires — I am
again quoting from a Bank's swvey mission's report — "above all a
sustained and energetic effort by the pecple ag a whole... Success is
impossible with a passive population”, It is here that political leadership
has a vital task of which it is clearly becoming increasingly aware in the
Arab ididdle Fast. It has to inspire the population, to help remowing the
social and policy impediments to economic growth, mobility, private initiative
and entorprise. OSuch measures - as Professor Haberler remarked in a
recent lecture on International Trade and Sconomic Development at the SOth
Anniversary Commemoration of the Fational Bank of Egypt in Cairo -- can
often do as much as positive measures involving large investments. I would
like to add that political stability inside csch country and in the region
as a whole is, naturally, also & vital factor.

Indications are that, despite the difficulties still ahead, these
tasks will be progressively met by what I may perhaps call "positive
nationalism® . :
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Education is progreseing fast all through the Arad Middle Zast, with
a gradual shift in emphasis away from purely academie to more techmical
training. Various govarnments have taken or are taking measures to
reorganise their administrative apparatus, Haphasard approasches to economic
development are giving way to coordinated planning.

Of course, it should be remembered that, as in the field of cspital
and natwral resources, different Arab countries have entered this road
from quite different starting points. Soms of them have alrveady established
a tradition of centralised govermment administration; others are just
beginning to build it up. Some have a strong commercial tradition; in
others tribal affiliations are still predominantly affecting social and
economic relations. Some have already a relatively high literacy ratej
others still have more than 9%0F {lliteracy. From an economic viewpoint
the Arab world, notwithstanding its close linguistie, cultural, historic
mu-mmmmm.nﬂl“?mdﬂm
pattern.

However, each of them is striving toward the same goal, the raising
of the, on the whole, still much too low standards of living of their
population. The major problems in this respect, the basic needs that have
to be met are, as we have seen, sometimes difforent as in the case of the
irregular distribution of capital and natural resources., Partly, particularly
in the field of human skills and abilities, they are alse in principle quite
eimdlar - though they may vary in degree. Orowing interregional economic
cooperation which could promote a greater mobility of factors of production
and further specialization - I already gave one or two exmples of such
cooperation «- might thus fulfill an useful role, inereasingly so as each
country is progressively successful in removing the basic impediments to




el
m economic growth within itsown borders. I trust that many of you will in
_ due course be able to cantribute your share to the fwrthering of the
dovelopment of yowr homeland,
|
|
{
e Wbrakel sap




