CHAPTER 11

Recipient Country Policies



Iraqg

Contents

Saudi Arabia... . .. ...
KUWaL . ..
Implications for Technology Transfer ........... ... ... ... ... .. ... .. ......

PLANNING AND ADMINISTRATIVE INSTITUTIONS. . . . . . ... ..........
BOYPt . .

Saudi Arabia... . . . . o
KUWAIT . . o

TECHNOLOGY TRANSFER: KEY POLICY ISSUES . .. ....... . ... ... ... ...

Regulation ... ... ...
FiNanCing . . . ... ..o
Manpower Policies . . ... .. ...
Technology Transfer and the Foreign Policy Context .. ....... ... ... .. ... .. ...

CONCLUSION . . . o e

Tables
Table No.

91.
92.
93.
94.

95.
96.
97.

98.

Algeria: Planned Government Investments 1980-84 . ......... .............
Egypt, Planned Investments, 1982-83t01986-87 .........................
Iran: Total Fixed Investment 1973-78 .. ... ... ... . . . . . .
Saudi Arabia: Planned Government Expenditures, 1975-80 and

LO80-85 . . .t
Kuwait Government Draft Budget: Expenditures by Ministries .............
Oil Exports and Government Revenues, 1980 . .. ... ... ... ... ...
Total Expenditures on Education Per Capita in the Middle East,

OPEC Aid in Comparative Perspective . . . ........ . it

1A-1. Summary Recommendations of Major Policy Studies on Science and

Technology in Egypt, 1972-80 . . . .. .. .. i e e e

Page
425

425

426
427
428
430
430
431
432

435

435
437
438
440
441
442

444

444
448
453
462

467



CHAPTER 11

Recipient Country Policies

INTRODUCTION

Leaders of developing countries in the Is-
lamic Middle East face a central challenge.
With greatly diverse human, capital, and nat-
ural resources, they are making a determined
effort to transform their economies rapidly,
largely through the introduction of foreign
technologies. In doing so, they are attempt-
ing to avoid excessive dependence on foreign
suppliers of technology, to maintain their po-
litical legitimacy and to preserve Islamic tradi-
tions. Despite these common challenges, how-
ever, the policies of these countries reveal
substantial variation in the ways they address
these issues.

While many of them are establishing policies
and programs affecting technology transfer,
none of these countries in the Middle East has
implemented an explicit and cornprehensive
technology transfer policy. Instead, technol-
ogy transfer choices are normally made within
the context of broader development strategies,
and these have depended on the resources of
each country, the vision of political leaders,
and the social context. OTA's examination of
policy approaches is designed to focus on the
problems and promise of technology transfer
for these recipient nations.

This chapter reviews policy choices made by
Middle Eastern countries that affect technol-

DEVELOPMENT

Development strategies have important im-
placations for technology transfer choices. De-
velopment plans, of course, do not necessarily
provide a good indication of actual perform-
ance. Crafted mainly as a guide to develop-
ment, plan shortfalls have often been great
and priorities often reshaped. 'Plans do, how-

‘See. for example, Ministry of Planning, Saud | A rabia, Fdu-

cation Statistics Manual, summary. 1979

ogy transfer.  Development goals and strate-
gies are compared; the capabilities of central
planning institutions to formulate and imple-
ment technology transfer are discussed: and
specific regulatory, financing, and manpower
issues are addressed. In each case, stress is
laid on the central tradeoffs—between public
and private leadership in economic develop-
ment, between building an indigenous techno-
logical base and reliance on foreign assistance.
Finally, technology transfer choices are set in
the broader- context of foreign policies.

The analysis highlights common themes in
the approaches taken by these countries, per-
haps the most central being attempts to lib-
eralize economies to promote the growth of
private sector firms, particularly in the man-
ufacturing sector. Strongly associated with
this trend have been efforts to regulate the in-
volvement of foreign firms and organizations
to enhance technology absorption, limit de-
pendence, and promote political goals. While
success has been uneven and approaches have
varied. leaders in all of these countries have
attempted to promote these dual goals of eco-
nomic liberalization and regulation of foreign
business.

STRATEGIES

ever, reflect the aims of Middle East planners;
they indicate where development priorities lie
and how they change over time. For this rea-
son, it is useful to examine briefly the develop-
ment plans of each of the six countries under
review as a basis for understanding policies
relating to civilian technology transfer.

Despite the broad similarity in aims, there
have been significant differences in the de-
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426 | Technology Transfer to the Middle East

velopment strategies that each country has
chosen. Some countries—Egypt, Algeria, and
Iran—initially emphasized rapid development
associated with heavy industrialization. Iran’s
“industrial dream, ' Algeria’s aim for heavy
industrialization, and Nasser’'s ambitious
plans for Egypt in the 1960’s were all exam-
ples of the desire to develop at a rate that
would move each country into the 20th cen-
tury within a matter of years. Saudi Arabia,
Kuwait, and Iraq, in contrast, had somewhat
more broadly based development strategies
from the start, and the emphasis on heavy in-
dustry, if present at all, came at a later stage
of development. In the 1960's, Egypt, Algeria,
and Iraq emphasized a socialist approach to
development; Kuwait, Saudi Arabia and Iran
stressed the importance of market forces, even
though the government played a leadership
role in all three. Government budgets also dif-
fer in size: Saudi Arabia’s planned budget for
1984/85 is 60 percent higher than Iran’s, and
exceeds by a far greater margin those of
Egypt, Algeria, Iraq, and Kuwait.

During the past decade all of the countries
under review have reevaluated their develop-
ment strategies, and in some cases dramatic-
ally shifted priorities. This occurred earliest
in Egypt, with the adoption of the “Open
Door” policy in 1973 in an effort to liberalize
the Egyptian economy. In all of the countries
under review, in the late 1970’s and 1980’s, the
scope of plans was scaled back and sectoral
priorities were shifted in response to oil reve-
nue declines.

ALGERIA

Algeria began its development program by
stressing rapid industrialization in the context
of a socialist model of development. Toward
the end of the 1970’s, however, priorities
shifted toward emphasis on the long-neglected
agricultural and infrastructural sectors, and
the economy was liberalized. Socialism has not
been abandoned, but has been made what
Western observers termed more “pragmatic’
to meet the demands of contemporary Alge-
rian society.

In 1967, the Algerian Government launched
its program of massive heavy industrializa-
tion, an orientation that continued well into
the second and third plan periods. In the 1970-
77 period, Algeria invested heavily in indus-
try to the virtual exclusion or neglect of agri-
culture. During that period, the plan called for
investment of 44 to 45 percent of the total
budget in industry.” Especially after 1978,
with the death of President Boumedienne, do-
mestic critics within the government planning
community began to criticize the strategy of
heavy massive industrialization. Facing finan-
cial constraints, moreover, planners reassessed
the role of the private sector and foreign in-
volvement.

In the late 1970’s, there was a marked shift
in Algerian priorities toward the development
of infrastructure, human resources, and agri-
culture. Efforts were made to open the econ-
omy more to private sector initiative and
foreign participation, Table 91 shows the
breakdown of expenditures for the latest 5-
year plan, 1980-84. This plan calls for total in-
vestments of $104,527 million, almost half of
which is to be allocated for programs studied
and/or approved in previous plans. Gross do-
mestic product (GDP) is projected to grow at
8.2 percent annually. The largest investment,
totalling $40,339 million, will be in industry,
but its share of total planned investment has
declined to 38 percent. And while industrial
development is still fundamental to Algeria’s
long-term policy, the focus has shifted from
heavy to light industry. The country’s criti-
cal housing sector received an allocation of
$16,656 million, or about 17 percent of total
planned investment, and education and train-
ing and social infrastructure together com-

By 1978, Algeria had achieved a status which was unique
in the Middle East. The rate of investment in domestic indus-
trial development (and related) projects was approximately 40
percent. But this high level of investment was at the expense
of improved social, housing and consumer levels, and caused
regional imbalances in Algeria’s development. For planned and
actual investments in agriculture and indust970-77, see “In-
vertisements Synthese du Bilan Economique et Social de la
Decennie, prepared by the Ministry of Planning apd Regional
Development (Algiers:Republique Algerienne Democratique
etPopulaire, May 1980), p. 5.
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Table 91 .—Algeria: Planned Government Investments 1980-84

Preprogrammed
schemes
industry . . . . . ... 79.5
Hydrocarbons . . . . . . . . . . .. 28,4
Agriculture . . ., ., . . . . . . . . 17.8
Forests ..., . . . . . . . 0,7
Agriculture ., . . . . . L, 6,0
Water . . ... .. 10.9
Fisheries " . . . 0,2
Transport/economic Infrastructure 19,9
Communications . . . . . . . . . 6.8
Railways . . . . . . . . . . . . 1.8
Telecommunications. . . . . . . . . . 18
Storage and distribution . . . 88
Industrial zones . . . . . . . . . . 0.7
Housing, education, and training ..., . . . . 30,3
Social infrastructure . . . . 6.7
Health . . ... ...... ... ... ... ....... 3.6
Collective equipment . . . . 24
Production enterprises . . . 34
Total, . . . . . . . . ... 196.9

Exchange rate $1 AD 38325 (19801
“Totals ‘may not add because of rounding

(AD 000 million)

New Expenditure, Expenditure

schemes Total 1980-84 beyond 1984
132.2 211.7 154.5 57.2
49,2 77.7 63.0 14.7
41,6 59,4 471 12,3
3.3 4,0 3.2 0.8
17.9 23.9 20.0 3.9
19.1 30.0 23.0 7,0
1.3 15 0.9 0.6
36.2 56.1 379 18,2
125 19.3 125 6.8
7.1 8.9 5.0 39
6.2 8.0 6.0 2.0
9.0 17,8 13.0 48
1.4 2.1 14 0.7
35.4 65.7 422 235
14,3 21.0 16.3 47
6.2 9.8 7.0 2.8
10.9 133 9.6 3.7
21.6 25,0 20.0 5,0
3636 560,5 400.6 159,9

SOURCE Government of Algeria statistics and Middle East Economic Digest Nov. 21 1980 p 20

prised about 16 percent of total planned in-
vestment. The current plan thus represents a
distinct shift away from the earlier preoccupa-
tion with heavy industrialization.

EGYPT

Egypt also had a socialist orientation and
a similar emphasis on heavy industrial devel-
opment during the 1960’s, but this changed
dramatically in 1973 with the economic liber-
alization initiated through Sadat's “Open
Door” policy. During the 1960’s, rapid indus-
trialization along socialist lines, intended to
reduce dependency on ex- or neo-colonial pow-
ers, was the dominant theme of Nasser’s de-
velopment strategy. Initially the Egyptian
economy grew reasonably rapidly: industry
and services increased their output and em-
ployment shares, while less emphasis was
placed on the development of the traditional
sector, agriculture. Concurrently, central plan-
ning became pervasive throughout the econ-
omy. By the late 1960’s and early 1970’s, how-
ever, the rate of economic growth in Egypt
began to slow, and the rate of both investment
and domestic savings sharply declined. Inef-

ficiencies in the economy, costly external
adventures such as the Yemen and-l 967 wars,
heavy defense expenditures, and a rapidly in-
creasing population posed heavy burdens. In
addition, the industrial strategy of Egypt,
which had relied on import substitution or on
building indigenous industries protected by
high tariff walls, proved problematic. Instead
of a decreased import bill, the rising import
costs of raw materials and spare parts could
not be offset by the export of locally produced
products.

With the death of Nasser in 1970 and fol-
lowing the October War of 1973, the principles
of a new economic strategy were put forth in
President Sadat “October Working Paper. ”
In order to accelerate economic growth, the
private sector was given a greater role and
foreign investment was encouraged. The Open
Door policy emphasized expansion of produc-
tion capacity and the introduction of modern
technologies (management systems as well as
equipment) to realize that production. The
Open Door policy has not achieved its stated
goals, particularly the dynamic expansion of
the private sector in industry and investment.
But while fundamental economic reform re-
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mained elusive, Egypt's economy grew at a Egypt's General Authority for Investment
comparatively vigorous rate during the 1970's. ° and Free Zones, “the most important charac-
teristic of the current plan is its emphasis on
agriculture/agroindustry and infrastructure as
targets for investment. This represents a shift
from the reliance on basic industry as the key
to future growth which characterized earlier
plans, although development of manufactur-
ing industry as well as petroleum and tourism
is still given an important place.”4 The empha-
sis is on transforming more of Egypt's econ-
omy to an industrial base without minimizing
the present and future roles of the nonin-
dustrial sectors.

The death of Sadat marked another change
in development priorities, as a troubled world
economy, the “oil glut, ” and growing imports
severely eroded Egypt foreign exchange bal-
ance. Although at the time Egypt was in the
second year of the 1978-82 plan, a new 5-year
plan was submitted in 1979. Table 92 shows
projected targets in the present Egyptian plan
for 1982/83-1986/87. The present plan calls for
a total fixed investment of 34,790.6 million
Egyptian pounds, with priorities directed to
infrastructure (housing, utilities, electricity,
transport, and communications) industry, and

projects to increase exports. According to IRAN

‘GDP grew 8.1 percent annually during the 1970-81 period, Like Egypt and Algeria, lran. under. t.he
and the manufacturing sector at 8.7 percent, The World Bank, Shah embarked on a program of industrializa-

World Development Report — 1983 (New York: Oxford Univer- tion. But unlike those two countries, Iran’s

sity Press, 1983}, p. 150. For a detailed analysis of the com- program was market-oriented from the start
plex relationship of public anprivate sectors in Egypt, see )

JohnWaterbury. The Egypt of Nasser and Sadat (Princeton, In Iran’s case the reevaluation that began in
N.J.: Princeton University Press,1983). especially ch. 8. the late 1970's was accentuated by internal
revolution.
Table 92.— Egypt, Planned Investments, 1982-83 to . The Shah had,conS()l,'d,a_‘ted his royal power
1986.87 (in milion Egyptian pounds)’ in the early 1960’s an_d initiated a reform pro-
gram called the White Revolution. °. By the
Sector _ T?ta' . early 1970’s, the Shah declared that Iran
) _ nvesiments would become one of the top military and in-
Agriculture and land reclamation ., ., 1,6784 -- . .
Irrigation and drainage ., ., 20613 dustrial powers in the world by the turn of the
Industry and  mining ., . . . . 86169 century, and that by 1990 Iranians would en-
E;Lcm-city- S %SSSZ, joy the standard of living enjoyed by West
Contracting Y(building and construction)’ 9417 Europea_n:_s._ T_hese dream_s were C_a”ed the
Total commodity sectors . . . 17,5389 Great Civilization, a sweeping 19-point pro-
Transport, storage, and communications . . 5,779,1 gram, which was reflected in Iran’s Fifth Plan
suez Canal . . . . . . . . .. . . 331 (1973-78). First-unlike Algeria and Egypt of
Commerce and trade . . ., . . .. ., 461.0 he 1960’ h Il f k of th
Finance and insurance ., ., . . . . . . 119,2 the s—the O\_/era ramewor Y t_eecon—
Tourism .. ., .. . . . . . . 4525 omy was to remain market-oriented, with the
Total production services . . ., 7,1469 public sector providing the social overhead as
gl?gli':ng siiies T ggggg well as a regulatory and supervisory function.
Education Services .. . . .. ............ '920.8 At the ,Sajme_tlme_as in Algeria and Egypt-
Health services . . . . . . . . . . 651,0 industrialization would be accelerated. For
Other services ., . . . . . . . . 10376. this, the government would carry on some
Total social services .Y " . 10,104,8
Total fixed investment . . . . . 34,790,6 T T T . .
Investment spending ., . . . . . . .. , 695.5 The General Authority for investment and Free Zones,  The
Total investment . . . . . | 35.486.1 ?{ficial Guideto Investment in Egypt (Cairo, Egypt,1982), p.
Some lotals may o add because of rounding *The White Revolution was a multifaceted modernization pro-

‘31 0.8260 Egyptian pounds (July 1983) b in 1963. | . d of si f ith f
SOURCES Egyptian-British Chamber of Commerce Stephen Timewell and gram begun 1n - It consisted of six reforms, with one o

Robert Bailey, "Weighing Up the Prospects for Success Special the most important being land reform. These formed a basis
Report Middle East Economic Digest July 1983 p 4 for other reforms made subsequently,



functions of entrepreneurship and financing.
Third, stress was laid on “basic needs” in
health, education, and welfare and on enhanc-
ing “freedom and decisionmaking capabili-
ties. Finally, priority was given to large,
capital-intensive projects, to be initiated by
the government if the private sector hesitated.

As shown in table 93, this plan called for a
total investment of $36.8 billion during the 5-
year period, of which $22.2 billion was to come
from the public sector and $13.5 billion from
the private sector. Rapid growth in oil income,
moreover-, permitted an upward revision of the
fifth 5-year plan, with greatly increased spend-
ing on economic development, social welfare,
defense infrastructure, and public administra-
tion. The revised plan, submitted in 1974, pro-
vided for a near doubling of investment, to
$69.59 billion. Investment priorities remained
with industry, oil and gas, and housing, but
the shares of investment in transport and com-
munications slightly increased.

Performance, however, did not meet expec-
tations. |1 n the mid to late 1970 economic
activity was slowed by work stoppages, sup-
ply shortages, overloaded infrastructure, in-
flation, and inefficiency. It became increas-
ingly clear that “lran’s economic activity
could not continue at the same frenzied pace;
it had to decelerate gradually into a more sus-
tainable tempo in order to ensure continued
long-term growth.”) A new cabinet, installed

* Jahangir Amuzegar, “Growth Without Pain: The New 1ran -
TanDevelopment Strategy.” Middle Fast Problem Paper. No
1% tWashington, 1),(".; The Middle East Institute’, 1978),p. 1.
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in 1977, attempted to restabilize the economy
by promoting more “absorbable” growth,
greater intersectoral coordination, and better
overall socioeconomic balance. But these pol-
icies were nipped in the bud by the 1979 revo-
lution.

Immediately after the revolution, some in-
dustrial projects were suspended or stopped,
and development plans set back as leaders
called for a shift to smaller scale industries.
At present, the war with Iraq consumes a
large part of the Iranian budget (according to
Prime Minister Moussavi, approximately 30
percent of the budget is connected in some
way with the war), "but oil revenues remain
high, and by the early 1980's Iran’s develop-
ment efforts began again in earnest. For the
fiscal year beginning March 21, 1984, a $48
billion budget was presented to the Majlis, or
Iranian parliament. of this, $5.5 billion was
budgeted for education. Roads and transporta-
tion, health care and food and social security
accounted for the next largest items in the
budget, Approximately’ $2 billion was ear-
marked for industry, and industrial production
is projected to rise rapidly. * Major pieces of
legislation have been enacted, such as land
reform and foreign trade nationalization. Proj-
ects begun under the Shah have been rein-

"See ** Prime Minister Presents Draft BudgettoMajlis,” Teh
ran Domestic Service i NPersian,Nov 29,195 | translated in
FBIS. Dailv Report, SouthAsia. Nov30,1983. p. 13.

“See Vahe Petrossian, “Khomeini's | ran Radiat es Self-
Confidence.” Middle Fast F.conomie Digest. Mar LRU19%3.p
20; seealsoV ahe Petrossian. “The [ ranian Fceonomy Back to
Essentials, " Middle Fast Fconomic Digest, Apr 6.1 984, p 18,

Table 93. —lIran: Total Fixed Investment 1973-78 (billion U.S. dollars)

Original

Industry and mines 818
Agriculture/natural resources 2.67
Transport and communications 279
Housing 596
011 and gas 683
Others 1041

T otal 3634

NOTE: conversion based on 1 Rs67.50

Source: Complied from Bank Markazi Annual Report, 1974-76, p.34. from
St. Martin Press, 1978, p.31

Share of Increase on
revised original
Revised budget (%) budget (%)
1253 18,0 53
458 6.6 72
729 105 161
13.78 197 130
1172 16.8 72
1077 287 90
6959 1000

Robert Graham, The lllusion of Power, (New York
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stated. Despite earlier statements that Iran
did not need the presence of outside experts,
the Iranian Government is slowly bringing
back foreign experts from Western Europe,
Asia, and the Soviet bloc.

IRAQ

Like Algeria and Egypt in the 1960’s, Iraq
began its economic development program with
a socialist orientation; but unlike these two
countries, the goal was not rapid industrializa-
tion. Instead, Iraq placed greater emphasis in
the 1960’s on agriculture and light industry.
And beginning in 1972, major efforts were
made to create a triadic economy based on oil,
resource-based industries, and agriculture. Ini-
tially, this was conceived as a three-step proc-
ess: In 1972, oil production and export facili-
ties such as terminals and pipelines were
expanded and modernized. Next, heavy invest-
ments were made in export-targeted, resource-
based industries in 1974-75. The development
of downstream facilities related to hydrocar-
bons and petrochemicals was a centerpiece of
this effort. The third step in the development
plan involved consolidation and elimination of
manpower and infrastructural problems. Sig-
nificant emphasis was placed on agricultural
development for the long term. Educational,
medical, and housing sectors, which contrib-
ute to productivity of labor, were also central
concerns.

As elsewhere in the Middle East, a decline
in real oil prices in the late 1970 caused a re-
evaluation of development strategies. But for
Iraq in particular, the necessity to trim back
development plans was exacerbated by the
outbreak of war with Iran. Initially, Iraq ad-
hered to a policy that emphasized continuing
both the war effort and economic development
policies full steam. Today, however, with no
end to the war in sight and tremendous de-
clines in oil revenues, Iraq has been forced to
abandon this policy. In 1983 the decline in aid
from the Gulf States, coupled with the shut-
down of Gulf oil terminals and the Syrian pipe-
line, led to severe austerity measures, with
only the most strategic development projects

continuing to receive public funding. °In the
latest 5-year plan (1981-85), expenditures were
projected to reach $75 billion, with emphasis

on services, electricity, transport, and con-

struction.

SAUDI ARABIA

Saudi Arabia and Kuwait (discussed later)
are both market-oriented, oil rich, and relative-
ly poor in indigenous labor. They are attempt-
ing, through the purchase of advanced tech-
nology with their tremendous oil wealth, to
diversify their economies away from oil. But
whereas Saudi Arabia has emphasized indus-
trial development, Kuwait as a city-state has
shied away from this-outside of the petrole-
um sector.

From the early 1970’s Saudi Arabia’s devel-
opment strategy focused on balanced econom-
ic development in a free market economy. Sau-
di Arabia’s relatively balanced and modest
first 5-year plan (1970-75) reflected these aims.
Spending, including defense, was only $8.8 bil-
lion (1970 rate of exchange) and was primar-
ily aimed at basic infrastructure, such as
ports, roads, and schools. When the oil price
increased in the middle of the first plan, there
was no chaotic rush to development; instead,
the first plan was extended by 2 years, to 1975,
generally along the same guidelines. The sec-
ond Saudi 5-year plan (1975-80) was aimed at
industrial development and human services,
particularly higher education and telecommu-
nications, with health services (in contrast to
those of Kuwait) receiving only 2 percent of
the budget. Total spending rose to a supposed
$142 billion, or more than 16 times that of the
first 5-year plan. But as a result of substan-
tial underspending and earnings much higher
than anticipated, reserves grew to more than
$100 billion by 1980. During the decade of the
1970’s, then, initial emphasis on infrastructure
gave way gradually to stress on industrial
plans and manpower development.

*Human losses from the war with Iran-estimated at over
50,000 as of December 19&j — have drained 1 raq of much-needed
ManNpPOWer resources. SE€ Roger Matthews, "1 raq: ‘'he Real and
Unreal War, " Financial Times, Dec.9, 1983.
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With the decline in oil revenues in the early
1980’s, Saudi development plans were cut
back, although shifts in sectoral priorities were
not as great. Table 94 shows total govern-
ment expenditure by sector for the second and
third development plans. The third 5-year plan
reflects a continuing commitment to finish
basic industrial plants. But instead of the past
emphasis on high growth in all sectors, rela-
tively free import of foreign labor, and infra-
structure development, the plan now stresses
selective growth, consolidation of the foreign
labor force, and economic and human resource
development. Infrastructure, for example, re-
ceived half the total development budget in
the second plan, but only a planned 35.5 per-
cent. of the budgeted funds in the third plan.
Instead, the third plan places heavy empha-
sis on training Saudis and replacing foreigners,
reflecting the concern about the failure to
reach the manpower training goals of the sec-
ond development plan.

Beginning in 1982-83, Saudi Arabia began
to slow (and even cut in absolute terms) the
level of public expenditure. In 1983-84, ex-
penditures were reportedly about $68 hillion,
and revenues were about $64 billion, produc-
ing a deficit estimated at $3 billion to $14 bil-
lion. Saudi Arabia made a comparatively
smooth adjustment to lower income levels.

10

Fdmund ()'Sullivan, * SaudiArabia:Learning t{) 1 aveon
1,(+>, Middle FEast FEconomic Digest. Mar. 49,1984, p. 20.

Like other Middle Eastern countries (e. g.,
Egypt in its free zones), Saudi Arabia stresses
regional development in its plans. One feature
which stands out in this regard in scope and
scale are two industrial development projects,
Yanbu and Jubail, which the Saudi develop-
ment plan accords special consideration (see
ch. 5). In this respect, the objectives of the
third plan include the construction of massive
whole new ports and cities for basic petroleum
and energy-related industries, as well as the
building of needed industrial and community
infrastructure and the training of Saudis to
man the industrial plants,

Today, the Saudis have begun planning the
fourth 5-year plan period, scheduled to begin
in the spring of 1985. With much of the essen-
tial infrastructure already in place, efforts will
continue to diversify the oil-centered economy.
The challenge of building the manufacturing
sector in a period of slower growth in oil
revenues will undoubtedly be a central issue
in the years ahead.

KU WAIT

Of the Middle Eastern countries under re-
view, only Kuwait decided early not to build
large nonoil industries, recognizing that it was
too small to support more than a few indus-
tries, and mostly those associated with petro-
leum. Instead, Kuwait has plans to emerge as

Table 94.— Saudi Arabia: Planned Government Expenditures, 1975.80 and 1980-85
(in SR billion, current prices)’

Total planned

expenditures® 2nd plan’ 3rd plan

3rd plan percent percent

Function of expenditures (1 980-85) (1 975-80) (1 980-85)
Economic resources development . ., 261,8 251 373
Human resources development . 1296 15.9 185
Social development . 61.2 9.4 87
Physical infrastructure " . 249,1 496 35.5
Subtotal: development . ............ , 701.7 1000 1000
Administration . . ......... .. 0 oo 314 67 45
Emergency reserves, subsidies . . ........... 496 159 71
Total civilian expenditure ., 7827 1226 1116

‘$1US. 3.33 SR (1980 year average)
‘The total excludes 1) tranfer payments ~ 2) noncivilian sectors, and 3,  foreign 4 d

Baserrrat yalandestim ated values . on, artedn 1o 180 ; 11 es
Teqrirsteatrne nidesmin, stroe and agen ~es a4t h primar aaminis cegteetar © 11 sandudadaand el e { JuS agencie s

SOURCE Kingdom of Saudia Ministry of Planning, Third Development Plan.1400-1405, A.H. 1980-85, A.D. p.88
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a financial and service center for the region.
In the early to mid-1970’s, therefore, govern-
ment investments were concentrated mainly
in public works and services. Despite the
establishment of the General Authority of the
Shuaiba Industrial Area, industrialization has
remained a lower priority, and the approach
has been cautious and gradual.

As in other Middle Eastern countries, the
financial pressures ensuing from lower oil rev-
enues caused a basic change in the pace of Ku-
waiti development which began in the late
1970's. In 1983, project expenditures were
substantially reduced, and several large proj-
ects long underway were temporarily stopped
or canceled.” But in light of continued high
investment income for Kuwait, these changes
represented more of a scaling back of existing
plans rather than a reorientation of priorities.

Government investment in industry is main-
ly confined to oil-related enterprises, where the
goal is to upgrade and expand the refining sec-
tor and perhaps to build a petrochemicals com-
plex. Outside of the oil sector, Kuwaiti plans
have stressed expenditures in urban develop-
ment, ports, transportation and roads, power
generation and transmission, and social pro-
grams (table 95). The government, although
providing some incentives, leaves industrial
development to Kuwaiti entrepreneurs.

To summarize, all of the Middle Eastern
countries under review have had generally sim-
ilar development goals: sustained economic de-
velopment, infrastructure building, develop-
ment of manpower resources, and improvement
in basic living standards. All of them have re-
evaluated development strategies during the
last decade, with the result that emphasis has
in most cases shifted away from exclusive
stress on heavy industrialization and toward
economic diversification. Nevertheless, specif-
ic development goals vary widely (ranging
from Kuwait aim of becoming a financial cen-
ter to Algeria’s stress on agriculture and light
industrial development) as do approaches to

"A case | N point was the | ndef inite postponement of a bil-
lion dollar petrochemical complex. See “Coping in the Gulf.’
The Washington Report, May 30, 1983, pp. 4-5.

Table 95.— Kuwait Government Draft Budget:
Expenditures by Ministries (Kuwait Dinars, in millions)”

Percent
Expenditure by ministries 1981-82 1982-83 change
Defense, Interior, and Justice  312.8 338,0 8.0
Educaton . . . . . 2215 246,0 11.0
Health.................... 171.7 191.5 115
Information . . . . . 40.0 39.2 -2.0
Social and Labor Affairs . . 43.2 489 13.2
Electricity and Water . . 5387 619.0 14,9
Public Works . . . . . . . .. 260.2 2315 -11.0
Communications . 75,8 73.8 -2.6

Finance (General Adm. and
General Accounts) ., . 10124 -10.4
oil 3.3 90,5 374.2

Planning”  .......... .. ... 21.8 27,9 28,0
Housing and Government

Property o 1,6 12 -250
Commerce and Industry . . . 445 443 05
Endowments and Islamic

Affairs . ... 9.5 9.6 1.0
Foreign Affairs ., . . . . . .. 23.9 202 -159
Amiri Court and Others ., 33.4 38,7 15.8
Supplementary allocation 66.6 124.3 86,6

Total expenditures . ....... 3,007.7 3,168.0 53

"1 KD $359 U S (1981 average)
NOTE Does not include investment income

SOURCE: National Bank of Kuwait vol One No 2 October 1982

these goals. These different development strat-
egies have important implications for technol-
ogy transfer.

IMPLICATIONS FOR
TECHNOLOGY TRANSFER

Technology transfer from abroad has been
a major requirement of all the development
strategies pursued by Middle Eastern coun-
tries. Initially, however, little explicit atten-
tion was given to technology transfer in offi-
cial policies. lran was probably the most
vigorous in its early pursuit of Western tech-
nology transfer; other countries such as Alge-
ria and Egypt initially relied more on the So-
viet Union. In the past decade, however, all
of these countries have come to place high
priority on the acquisition of Western technol-
ogy. In addition, as development goals were
reevaluated, issues concerning the scale and
type of technology transfer, the relationship
to foreign suppliers, and the role of science and
technology policies were more directly ad-
dressed.
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One key issue has been the decision about
whether to import capital- or labor-intensive,
industrial or nonindustrial, technologies. With
a limited manpower base, Saudi planners have
chosen capital-intensive technology in order
to build world-class industries. In prerevolu-
tionary Iran, where the population was many
times greater, leaders likewise attempted to
acquire state-of-the-art, capital-intensive tech-
nology while talking about employment-gen-
erating, foreign exchange-saving, or linkage-
creating technologies.

In those countries poorer in capital but rich-
er in labor, this has become a central issue, In
Egypt it is being debated and official policy
remains unclear. Some planners argue that
capital-intensive technologies are needed in
some sectors to complement continuing labor-
intensive production in others. Other planners,
however, oppose this approach, which they see
as weakening local manufacturers while mak-
ing Egypt even more dependent on foreign
suppliers. In Algeria, where development
plans shifted away from heavy industrializa-
tion, labor-intensive technology importation
has become more prominent. While capital-
intensive technology transfers remain central
to the development strategies of all those
countries, in some cases there has been grow-
ing interest in labor-intensive technologies.

A second major issue has revolved around
relationships with foreign suppliers of technol-
ogy. Desiring technology developed abroad,
but wishing to limit dependence on foreign
technology, these countries have adopted
widely differing approaches.

Kuwait's approach to technology transfer
has been to purchase directly from foreign sup-
pliers. In some cases, this has involved the
equity purchase of foreign firms. To Kuwaiti
planners, investment in foreign companies and
technology transfer go hand in hand. Probably
the best known example is Kuwait Petroleum
Corp. (KPC) purchase of Santa Fe Interna-
tional Corp. in 1981. The purchase of Santa
Fe for $2.5 billion has given KPC substantial
upstream capability in exploration and oilfield
services. C. F. Braun & Co., Santa Fe’s sub-

sidiary, provides KPC with in-house process
engineering capacity, already being utilized in
a major domestic refinery upgrading scheme.
Kuwait 25 percent investment in the West
German firm Hoechst reportedly led to an am-
monia supply agreement with that company.”
This investment-oriented approach has been
guestioned at home by those concerned with
costs and by observers in the West who worry
about foreign acquisition of domestic firms.
While investment in a foreign firm does not
guarantee technology transfer, it may open up
markets for products and facilitate long-term
interactions.

In Saudi Arabia, on the other hand, planners
have emphasized technology transfer through
joint ventures. “Foreign capital investment in
the field of manufacturing, the Saudi Con-
sulting House states, “particularly in the form
of a joint venture for which considerable in-
centives are granted, is highly encouraged in
the Kingdom. The basic objective is to effect
a transfer of technology and management
know-how.""

Saudi leaders welcome continued foreign in-
volvement because they believe it ensures
technology transfer. The Saudi “strategy” re-
quires the joint venture foreign partner to pro-
vide advanced technology, sometimes to mar-
ket the product, and often to provide training
for Saudi nationals. Egypt also encourages
joint ventures, but more for financial than
manpower reasons. In Saudi Arabia, the short-
age of technical manpower is a main stimulus.

In years past, Algeria, Iraq, and prerevolu-
tionary lran, more wary of foreign involve-
ment, have all stressed acquisition of technolo-
gy in turnkey plants, with technical assistance
designed to lead more quickly to independent
operation. Iraqgi planners set a strategy where-
by foreign expertise may be utilized in Iraq
for a period of time t o train indigenous cadres,
but only on a short-term basis.

“Shakib Otaqui, " Kuwait's Keonomy Defies Crash and Cri-
sis Middle Fast Feonomic Digest, Aug. 260 1OX3 p. 19,

"Guide to Industrial Investiment (Rivadh: Saudi Consulting
House, 19811, p. 102,
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Algeria has also traditionally emphasized
technology transfer through turnkey opera-
tions, for many of the same reasons. But un-
like Iraqg, Algerian planners began in the early
1970’s to promote joint ventures with foreign
partners, albeit on a more limited basis than
did Saudi Arabia. The Chadli government cur-
rently supports joint ventures with foreign
firms on a close to equity basis rather than
large-scale turnkey contracts because such
joint ventures will, it hopes, encourage more
technology transfer through in-house training
of Algerian personnel and the greater long-
term commitment of the foreign partner to the
joint enterprise.

As technology transfer has increased, many
Middle Eastern countries have attempted to
establish a more coherent plan for linking
science and technology development. Especial-
ly during the past few years, many of the coun-
tries under review have begun national plan-
ning exercises to define policies better in this
area. Policy makers concerned about the ad hoc
nature of their approach to technology trans-
fer and limited technology absorption believe
that policies must be greatly improved in this
area.

For some years now, Egyptian leaders have
been working to build a science and technol-
ogy policy for their country, (App. 11A in-
cludes a summary of major recommendations
from studies on science and technology in
Egypt.) An Egyptian 5-year plan for science
and technology, completed in December 1982,
marks the first time that such a plan has been
attempted, and is an impressive achievement.
The plan is very broad in scope. One problem
has been linking the general discussions of
science and technology to the immediate needs
of the end-users of technology. For example,
a draft code on technology regulation is under
development, but sectoral priorities have not

been set. This exercise has undoubtedly in-
creased coordination and awareness among
government agencies, however.

In many of the other countries under review,
organizations have been established to formu-
late national science and technology policies.
In Saudi Arabia, for example, an independent
agency-the Saudi Arabian National Center
for Science and Technology, or SANCST—was
created in 1977 to formulate and coordinate
a national science policy for the Kingdom, to
direct scientific research to areas of national
interest, and to oversee the acquisition of for-
eign technology. Two objectives have been
central to Saudi discussions of a science and
technology policy: the transformation of so-
ciety’s material conditions through the selec-
tion, transfer, and management of advanced
technology while simultaneously preserving
cultural values; and the development of the
Kingdom’s natural and human resources by
reducing the economy’s dependence on foreign
manpower and on depletable hydrocarbon re-
sources.

All of the countries have viewed scientific
research as important to building an indige-
nous technical base. Science is, however, gen-
erally rather removed from the immediate
needs of industrial end-users of imported tech-
nology in developing countries. It is therefore
striking that in all of these countries, technol-
ogy transfer has become an issue in its own
right. As a matter of national debate among
key leaders, the emphasis has often been on
coordinating the various government agencies
involved in an attempt to formulate a more
consistent policy. In practice, however, rou-
tine decisions about which technologies to im-
port, from whom, and under what conditions
tend to be driven by development plans as im-
plemented by the functional agencies.
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PLANNING AND ADMINISTRATIVE
INSTITUTIONS

Institutions that plan and carry out devel-
opment strategies are critical for technology
transfer because they incorporate technical,
commercial, managerial, financial, and re-
search expertise required to diagnose prob-
lems effectively and to select and fully absorb
technologies. The purpose of this section is to
review institutional mechanisms developed in
Middle Eastern nations. The central themes
are changes in institutional structure, and the
relationship of public and private sectors in
formulating and implementing technology
transfer policies.

As in other developing countries, Middle
I+; astern leaders face two central institutional
issues important for technology transfer. cre-
ating an effective network of institutions to
formulate and implement technology transfer
policies and defining the respective roles of the
public and private sectors. The countries
under review range from those, such as Egypt,
where the number of organizations involved
in technology transfer is very large and the de-
cisionmaking apparatus very diffuse, to coun-
tries such as prerevolutionary Iran, where de-
cisionmaking was highly centralized under one
man. Similarity, variation is evident along the
second dimension as well: Saudi Arabia and
Kuwait encourage the private sector to play
a central role in technology transfer, while so-
cialist countries such as Algeria and 1lraq have
in years past more carefully circumscribed the
private sector role.

Despite these differences, the countries
under review have much in common. First,
these countries are not unique in their efforts
to create efficient institutions and in their
struggle with issues such as centralization ver-
sus decentralization of decisionmaking. Sec-
ond, it should be stressed from the outset that
t he public and private sectors are actually
closely interrelated in the countries under re-
view’; and while it may appear on the surface
that the two are at odds, they are very much
mutually dependent. In all of the countries

under review, moreover, the state plays the
pivotal role in technology transfer, while the
role of the private sector has been limited.

It is particularly striking that in recent
years, all of the countries under review have
increasingly pursued policies aimed at more
administrative decentralization and a greater
degree of economic liberalization in promotion
of the private sector. This has been true even
in those countries, such as Algeria and Iragq,
that have pursued a socialist and centrally
directed course of development.

In attempting to develop effective institu-
tions, policy-makers in the Middle East must
deal with concerns of various political and
social groups. Powerful groups-—such as those
that have vested interests in the status quo—
often oppose reform aimed to improve efficien-
cy. Institutional questions therefore should be
viewed not only as matters of efficience, but
also as political and social issues.

EGYPT

In Egypt, a large number of government or-
ganizations-ministries, authorities, agencies,
and departments-participate in the planning,
project implementation, and operation of pub-
lic companies, and the number of government
employees is comparatively high. By the mid-
1970's, more than 1 million employees were
concentrated in government administration.
During the latter part of the 1970's, the num-
ber continued to grow reflecting a tradition of
guaranteeing a job to all university graduates.
By the late 1970's the Egyptian Government
employed about one-third of the total work
force and paid nearly two-thirds of the national
wage bill.*

Within this wide range of people and insti-
tutions, the Ministry of Industry and Mineral
Wealth-which is responsible for the formula-

“Waterbury, op. cit., p. 244
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tion of industrial policies that influence tech-
nology transfer and their implementation—
is a key institution. Its main operating arm,
the General Organization for Industrialization
(GOFI), formulates the long-term industrial
strategy and makes routine decisions that
directly affect technology transfer to Egypt.
The main functions of GOFI that relate to
technology transfer include the formulation of
industrial development plans to guide the pub-
lic and local private sectors; cooperation with
foreign and domestic organizations and firms
transferring technology; collection of data on
industrial production and assistance in the dis-
semination of information on technological in-
novation; identification of investment oppor-
tunities; conduct of preinvestment and
feasibility studies for industrial projects; par-
ticipation in conjunction with concerned com-
panies in concluding contracts for machinery
and equipment deliveries; review of applica-
tions submitted by foreign investors; and ex-
amination of applications submitted to the
Ministry of Industry for licenses to establish
or expand Egyptian industrial private enter-
prises. GOFI has a broad mandate and exer-
cises considerable authority in dealing with
specific cases of technology transfer.

In addition to GOFI, a number of other in-
stitutions are involved in different aspects of
technology transfer. Under Law 43 of 1974—
the main law governing foreign investment in
Egypt (see below)-the General Authority for
Foreign Investment and Free Zones (GAFI)
was established as its primary implementing
agency. While the Board of GAFI must ap-
prove all private investment proposals, how-
ever, the technical evaluation of proposed in-
vestments is made by the appropriate line
ministry and is ultimately reviewed by GOFI.

The Academy of Scientific Research and
Technology (the ASRT) functions as a coor-
dinator of science and technology policies, as
mentioned above. The ASRT, in turn, is com-
prised of a number of specialized research
councils, such as the National Council of Edu-
cation, Scientific Research, and Technology
(NCESRT), the National Council of Production
and Economic Affairs (NCPEA), and principal

committees, that work to build policy consen-
sus in various areas. The ASRT and its com-
mittees, however, are not the actual implemen-
tors of technology transfer.

As mentioned earlier, the private sector has
also been promoted in Egypt since the early
1970’s. Today, however, the role of the non-
agricultural private sector in the Egyptian
economy is still limited, and the public sector
predominates. The large Egyptian Govern-
ment bureaucracy has gained a reputation for
inefficiency and lack of coordination among
the large number of public enterprises, govern-
ment agencies and organizations, and private
companies. Indeed the present Egyptian 5-
year plan expresses concern over problems in
the public sector, including “poor administra-
tion, managerial and technical capabilities, in-
adeduate allocations for replacement and re-
newal of assets, increasing indebtedness and
liquidity problems, increasing losses due to the
government’'s attempts to control price move-
ments . .. " Technology transfer is con-
strained by long delays in approving foreign
investment projects and lags in delivery of
goods. ™

Economic and bureaucratic reform remain
common themes among Egyptian planners.
But while Egyptian planners stress the need
to streamline the public sector and provide the
private sector greater scope, most of the in-
vestment envisaged in the present 5-year plan
is allocated to the public sector, and decentral-
ization of decisionmaking has progressed slow-
ly. Egypt's Minister for Investment Affairs
and International Cooperation, Wagih Shindy,
has since assuming his post in 1982 announced
a series of “antibureaucracy measures" di-
rected at encouraging foreign investment.

*Quoted in Charles Richards, “Made in Egypt-A Presi-
dent's Dream,” Middle East kconomic Digest, Special Report,
July 1983, p. 20. Although the public sector accounts for about
90 percent of current industrial investment, for example, it pro-
vides less than three-fourths of industrial output.

*For a discussion of this, see David Ignatius, “‘Egyptian Bu-
reaucracy G ails Both the Public and Foreign Investors, The
Wall Street Journal, Mar. 24, 1983, p. 1. For a discussion of
some of the private and public sector debates, see Henry Bruton,
“Private Enterprise and Social Welfare,” Investment Review.
July 1980, p. 3.
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These include shortening the review period for
foreign investment proposals and consolidat-
ing the authority to eliminate the confusing
overlap of responsibility among various min-
istries. While it is too soon to know whether
the effect of these measures will be to improve
the Egyptian investment climate, these steps
indicate strong commitment among some
Egyptian leaders to reform.

ALGERIA

Although there are many who play a role in
technology transfer to Algeria, decisionmak-
ing in Algeria as it relates to technology trans-
fer is comparatively centralized, with a limited
role reserved for the private sector. The main
actors are the ministries and the 60 to 70 state
companies, or the societés nationales, under
their jurisdiction. The Ministry of Planning
and National Development, the most signifi-
cant organization in setting overall priorities
for technology transfer, determines the goals
of the 5-year plan and any subsequent modi-
fications. Other ministries are responsible for
decisions concerning their particular sectors.
The ministries currently responsible for set-
ting priorities and planning for the govern-
ment in the five sectors studied by OTA, for
example, are the Ministries of Planning and
Regional Development, of Energy and Petro-
chemical Industries, of Health, of Posts and
Telecommunications, and of Transportation
and Fisheries (for civil aviation), and the Presi-
dent's Commission for the Development of
New Forms of Energy (for nuclear power).
State companies such as the oil and gas com-
pany Sonatrach are the end-users of the tech-
nology in most cases.

Algeria’s private sector has traditionally
played only a small role in technology trans-
fer. During the first 6 years after President
Boumedienne came to power ( 1965-71), most
of the industrial and service sectors and all ma-
jor foreign and domestic enterprises were na-
tionalized and organized into national, state-
owned corporations. It is estimated that by
1972, Algerian state-owned companies con-

trolled 90 percent of the industrial sector and
employed 70 percent of the industrial person-
nel; the public sector was clearly dominant in
most areas of economic development and al-
most all areas of technology transfer.

Nonetheless, despite this heavy centraliza-
tion of the public sector, a small but signifi-
cant private sector has continued to exist in
Algeria, with the public sector clearly domi-
nant and the private sector concentrated in
light industry and the services. The Algerian
Government encouraged this by offering
strong material incentives to private inves-
tors, for example, to invest in projects deemed
vital by the government.” In the mid-1970 ‘s,
under the new Chadli government, the private
sector was further expanded. With a signifi-
cantly better record for productivity than the
state or public sector, the private sector was
officially encouraged to participate in the de-
velopment process and was allowed greater
leeway in its participation.

In theory, the authority to make decisions
about technology transfer is clearly specified.
The appropriate minister (e.g., of Energy and
Petrochemical Industries) decides on a given
project after a state company (e.g.. Sonatrach)
makes the proposal. The sector of Sonatrach
that has initiated the project then negotiates
the project, being responsible for the publica-
tion of the tender, the selection of the most
appropriate offer made by international con-
tractors, and the negotiation and implemen-
tation of the contract terms. However, the
minister may exercise veto power. Once the
contract is approved by the minister, the state
company responsible for initiating the project
purchases equipment and begins implemen-
tation.

In practice, however, a high degree of cen-
tralization in decisionmaking requires a large
number of intermediate steps that often result

‘-Asoutlined in the | nvest ment code of 1967, t hese included
alO-}’ Cartotd or partial exemption from real est ate tax; re-
ductions on some import duties; tax exemptions: and ot her in -
centives Lo att ract particularly large private Sector investments
in industry
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in considerable delays. Technology transfer
at every step of the process in Algeria, from
visits of the chief executive officers of major
U.S. firms to Algiers to the signing and exe-
cution of contracts, has been fraught with de-
lays and a degree of bureaucratic arbitrariness
that seriously impedes smooth and harmoni-
ous cooperation.” According to foreign busi-
nessmen, approximately 60 signatures may be
required by Sonatrach to authorize the pur-
chase of spare parts for a gas liquefaction
plant. In general, delays from 1 to 2 years from
contract letting to final contract approval are
apparently not uncommon.

To combat these shortcomings, the Chadli
government has instituted a number of meas-
ures to decentralize decisionmaking in many
public sector institutions and to further legit-
imize the role of the private sector. It has also
introduced a number of measures to cut down
on corruption® and to streamline the opera-
tions of existing institutions-such as the es-
tablishment of the Audit Council. The recent
decentralization of Sonatrach into 13 sectors,
for example, and the reorganization of other
state companies (e. g., Sonacome, the State
mechanical engineering company) suggest a
greater concern with efficiency in Algeria’s
public sector. In addition, a resolution adopted
in late December 1981 by the Central Commit-

1N an jncreasingly regulated. increasingly supervised and
increasingly 1 nefficient world. the A lgerian bureaucracy m ain-
t ains its standing as one of the most difficult with whichto
ded . ¢ ‘ John Nellis, ‘" Maladministration: Causes or Result
of Underdevelopment? The Algerian E xample,”” Canadian Jour-
nal of African Studies, vol. 13, No. 3. 1 W), pp. 410.

"“Interviews in 1983 with two French officias directly in-
volved innegot I ating cent racts With Algerians for in frast ruc-
tural projects {e. g., dams, railroads and rapid transit systems)
suggested that the many intermediate steps— negotiations on
contract terms, the written acceptance of the contract by both
parties the issuance of a letter ot award by the Algerian party.
t he formal signing of the contract, ministerial approva of the
contract by the relevant ministry, financial approval of the con-
tract by the Ministry of Finance, issuance of an import license
{authorisation generale)—are frought with delays and red tape.

“For a discussion of this and other measures to monitor or
cut down on corruption in public sector organizations, see R.
Kh. “’I"he In-House Opposition Which Bendjedid 1 nherited
FromBoumedienne and Augmented is a Preventive Measure
That Did Not Forestall opposition Outside the Government. ”
AlNahar 41- 'Arabi Wa Al-Duwali, No. 190, November 1982,
pp. 22-2%; translated in FB 'S, “Stat us of Local Opposition
Analyzed,” Joint Publications Research Service, Near Fast
South Asia, Jan. 1,1983, pp. 1-3.

tee of the Front de Liberation Nationale (FLN)
Party assigned a greater economic role to Al-
geria’s private sector. The Planning and Re-
gional Development Ministry, for example,
has set up a new department to promote in-
dustrial opportunities for private businessmen
in Algeria.” But while the private sector is be-
ing strengthened, the Algerian Government
has not departed from preserving the leading
role for the state in the “strategic” sectors and
most aspects of technology transfer. The role
of the private sector thus remains circum-
scribed, and the public sector is still clearly
dominant in large-scale industry, finance and
imports, and much of agriculture.

IRAQ

In Iraq, technology transfer decisions in par-
ticular, and planning and supervision of eco-
nomic growth generally, are centralized in the
presidency, the Revolutionary Command
Council (RCC), the Baath Party, and the min-
istries of government. The RCC and the party
set economic targets and priorities, with in-
put mainly from the Central Bank, the Plan-
ning Ministry, the Finance Ministry, and the
line ministries.” While major project goals are
formulated at all levels, proposals compete for
attention at the RCC and planning levels and
the RCC serves as final arbiter.

The inner workings of the RCC and Baath
are not well understood outside Iraq. Keeping
in n-m-id that directives from administrative or
party superiors may be interposed at any
point in the process, however, the basic ele-
ments of decisionmaking can be briefly de-
scribed. Details of the proposed project are

21 n addition, beginning in January 1983, the 31 wilayates,
or provincial governments in Algeria have been given the au-
thority tO receive contracts from private Algerian firms to ini-
tiate public projects with the provincial government or with
municipal governments, athough this may not exceed about
30 million A L), (approximately $6.6 million). See ‘*Algeria
Relaxes Private Sector Barriers.” Middle East Economic Di-
gest,May 13, 1983, p. 40.

“The Nationa Assembly, recently resurrected, has not at-
tained the importance it held in planning before the rise of the
Baath Pary, particularly in its highly centralized current form.
Also significant here could be the Regional Energy Commis-
sion, b at this has yet to become apparent.
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sketched out by planning board officials, often
in consultation with foreign experts and ad-
visors. Preferences for certain kinds of equip-
ment have been developed by the line minis-
tries, based on political considerations, past
performance, reputation, and other factors
such as terms of credit. Bids are invited large-
ly through resident commercial attaches.
Three criteria have been important in the selec-
tion of a project to be implemented by a for-
eign concern in Iraq: the project's importance
for the country’s welfare, its speed of imple-
mentation, and its size. A final decision to pro-
ceed is made by “the Committee, composed
of the Oil-Affairs, Follow-up, and Agreement
Implementation Committees.

Once a project has been selected, it is car-
ried out under the direct supervision of the
committee or, if the committee so decides, of
a ministry or other official or semiofficial
authority. The committee is the legal author-
ity to which the contractor must appeal for
making “necessary decisions relating to the
project” and for granting “any exemptions.
A technical coremittee is also formed to coordi-
nate and study the mode of implementing the
project. The technical committee may award
special exemptions and privileges, such as tax
exemptions and lifting restrictions on work
permits. Thus the contracting officials have
considerable discretion in defining the terms
of the contract. The Ministry of Industry, es-
pecially its Standing Committee for Growth
and Development and its Organization of In-
dustrial Investment, regulates technology
transfer.

In practice, several observers have cited a
relatively high degree of centralization and co-
ordination in lragi economic planning. A sig-
nificant factor accounting for this coordination
in policy, these observers feel, has been the
personal loyalty due the President and the
similarity of background of a number of lead-
ing participants; several, for example, have
come from the village of Tikrit, are relatives
of the President, or have served with the Presi-
dent in other capacities.

- B4 - U9 o0L 3
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Nonetheless, the system is not monolithic
in Irag. The technocrats, who have been in-
creasingly Western-educated, are afforded op-
portunities to make proposals that may be at
odds with those of the main political leaders.
In Iraq, the input of technocrats is considered
important, but their views may be overruled
at any point by a relatively small group of po-
litical superiors. As Iraq's President Saddam
Hussein has stated:

You cannot deal with the major economic
and technical questions without consulting
the technical experts. But do not leave the
job of economic leadership to them. Give
them no opportunity to assume the role of
leader. Instead, they must always work
under the direction and leadership of the rev-
olution, which has unlimited capacity and ex-
pert technical knowledge. It knows the rev-
olution, understands the methods by which
to alter society in general and which direction
the change should take, and uses every eco-
nomic movement to serve itself and its
aims.”

Although the private sector has tradition-
ally played a very small role in Irag, in recent
years the government has attempted to liber-
alize the economy and invite private firms to
play a larger role. In Iraq’s first 5-year plan,
for example, 50 million Iraqi dinars were set
aside for industrial private investment; the
present plan (1981-85) includes 380 million
dinars for the purpose. ” The Iragi Govern-
ment has also been expanding the industrial
cooperative bank, offering low-interest loans
to private industrial investors. And Law No.
115 enacted in 1982 offered other incentives
to private investors. The permitted ceiling on
the size of private investments was raised and
tax exemptions were offered to private indus-

“See Amir [skander, Saddam Hussein: The Fighter, The
Thinker. and The Man (Paris. Hachette Realites, 1980). p. 233.
“See “'Government Encourages Private Sector. ’ trandation
of The Baghdad Observer {Clela Khoshaba), Sept. 24.19583.p.
4, in JPRS Near East South Asia, Dec. 14, 1 983.p.20 1 n re-
sponse t o t hese and other measures, t he amount of privatein-

vestmentinlrag has clearly grown According to official Iragi
esti mates.privateinvestmentini ndustrv grew from11)244
million1972-- 8 1 periodto 1 1) 150 million in 1982
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trial firms; profits which are reinvested into
research and development and the purchase
of patent rights and know-how, for example,
are now tax exempt. Iraqi decisionmaking is
thus comparatively centralized, but differ-
ences in the viewpoints of the political and
technocratic leaders nevertheless surface, and
the private sector has been promoted. Politi-
cal leaders, however, make the final decisions.
The war with Iran has led to many strains on
the system, leading to delayed negotiations
with and payments to foreign contractors.

IRAN

The administrative framework for technol-
ogy transfer was quite centralized in prerevo-
lutionary Iran. It rested largely in the hands
of the monarchy .25 The cabinet, consisting of
some 20 to 30 ministers and other technocrats
handpicked by the Shah himself, was respon-
sible for translating the Shah'’s broad objec-
tives into actual plans. But unlike many other
constitutional monarchs, the Shah played a
personal and direct role in the decisionmak-
ing process.

While the various ministries were in charge
of implementing projects, the Plan and Budget
Office (PBO) drew up the national develop-
ment plans. Under the nominal jurisdiction of
the Prime Minister, the director of PBO en-
joyed a great deal of autonomy and direct ac-
cess to the Shah. PBO drafted the 5-year de-
velopment plan as well as the government’s
current expenditures budget. A second layer
of more functionally specific institutions pro-
vided funds or addressed specific aspects of
project implementation. The two most impor-
