[image: image1.png]NUM@V

NAH- UND MITTELOST-VEREIN E.V.
GERMAN NEAR AND MIDDLE EAST ASSOCIATION



                                                                                            [image: image2.png]NUM@V

NAH- UND MITTELOST-VEREIN E.V.
GERMAN NEAR AND MIDDLE EAST ASSOCIATION




[image: image2.png]                                                                                            [image: image1.png]

German World Bank Forum

Plenary 1: Transitions in MENA – 
Opportunities and Challenges

June 1, 1.30 – 3.00 pm

Stand: 31. Mai 2006

Excellencies,

Distinguished delegates,

Ladies and gentlemen,

It is a great privilege and honour for me to be here today, not only as the chairman of the German Near and Middle Association, a business association which has devoted its work to this region for more than 70 years now, but also as an entrepreneur who lived and worked for many years in various countries of the MENA region. 

I see it as a promising sign that this conference is dedicated to a region which has been much neglected in the past, particularly when compared to other developing regions in the world, such as Asia, Latin America and Central and Eastern Europe. In speaking about the MENA region, we are speaking about a region that displays strong economic heterogeneity. This region contains countries that receive international development assistance, as well as countries that act as investors in Germany and other western industrialised nations.  

There are enormous differences in income per capita between the natural resource rich countries of the region, such as those in the Gulf Cooperation Council, and the countries whose endowment of natural resources is negligible relative to their population figures. Per capita income reaches, for example, from around 500 US$ in Yemen to more than 33,000 US$ in Qatar. 

Although the countries of the Middle East vary in many fields, as a whole, the region’s toughest challenge might be to fight unemployment. The MENA region has particularly high unemployment rates of around 15%, and for young people the figure is even higher. The countries of the region still display rapid population growth, together with a correspondingly large proportion of young people. In order to fight this unemployment and provide prospects for the young generation, it is necessary to achieve sustained growth over several years. This is the central economic challenge facing the region at this time. The economic development of the past thirty years has in some ways been quite remarkable. However, since it has come first and foremost as a consequence of rich oil reserves, what is needed in the future is a broader economic foundation. Sustained growth in many different branches of the economy would guarantee that a significant number of new jobs were created.   

If this goal is to be reached, it is vital for the region to pursue the development of the private sector more strongly in order to strengthen competitiveness. The keywords here are well known: decentralisation, privatisation and liberalisation of the economy. However, this shift towards more private sector involvement will only lead to a dynamic economic development if the business environment that private firms face in the region is improved at the same time. Across the entire region, bureaucratic hurdles must be removed and integration into the global economy further promoted. Steps in this direction can already be seen. Clear success has been achieved in the dismantling of trade barriers, supported by bi-lateral and regional trade agreements. Positive developments in Egypt, Jordan and Lebanon are worthy of particular mention, as also is Saudi Arabia, which became a member of the WTO at the end of last year. 

Without a doubt, the question of entrance to the WTO is an important catalyst for reforms which lead to a further opening up of the market. Numerous MENA countries are already WTO members or are striving towards that goal. The strengthening of the region’s economic relationship with Europe should also not be overlooked. A Euro-Mediterranean free trade zone is planned to be established by 2010. The EU is also aiming for a free trade agreement with the countries of the Gulf Cooperation Council (GCC), which are seeking to create a single market according to the pattern of the EU. To achieve sustained growth in the region ongoing investment is just as important as structural reforms.  

Given that the MENA region has more than 65% of the world’s oil reserves and around 40% of gas reserves, the proportions of global production that the region provides, 30% for oil and only 14% for gas, show that there is still considerable potential for the modernisation and expansion of the region’s production facilities. The increasing demand for oil world wide and the continually rising oil price stimulate investments in the energy sector in the region. These investments are not necessarily inconsistent with the need to diversify the economy, as long as returns are invested in the development or expansion of other industries. At the same time however, a clear increase in non-oil exports cannot be achieved without improvements to the conditions facing the private sector in several specific points. This relates not only to legal and administrative framework but also to infrastructure, especially in the areas of IT and telecommunications, energy and transport. Considerable investments are necessary in these fields. 

A further challenge facing the region can be seen in regards to the financing of private sector projects and enterprises. The Middle East has a comparatively low level of foreign direct investment compared to other regions in the world. Foreign investors do not only bring capital and provide jobs; they also bring know-how and provide qualifications for domestic workers, guaranteeing a positive long-term dividend. At this point, one has to admit that until now, there has only been a comparatively small amount of direct investment from Germany in the region. In this respect, we should not overlook the fact that investments in production or services also create good conditions for the development and securing of markets in the receiving country. 

However, from the perspective of German business, there is understandably the expectation that investments, as well as knowledge and technology transfers, will be met with a reliable political and economic framework. This includes the transparency of decision making, the protection of physical and intellectual property rights, taxation and labour market regulations etc. In this regard, there are still many hurdles to dismantle. 

[Outlook]

All in all, it can be said that the attempts to achieve further modernisation are unquestionably the greatest common task of the countries of the Middle East. A shift to greater market openness, privatisation and increased legal security is already perceptible. Almost all the countries of the Middle East have started to dismantle trade and investment barriers and to introduce taxation reforms. Alongside these measures, investment in education and research are important building blocks in the pursuit of sustainable growth. This area is one of the keys to improved international competitiveness. 

---

As the private sector continues to be strengthened, the pressure for reform coming from this sector will also increase within each individual economy. 

This gives hope that the comfortable income situation of the resource rich countries will not lead them to neglect the need for reforms, but rather provide an incentive to make full use of the growth potential in the region.

Thank you very much!
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