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cireumstancss outside Arabia. During the reign of King Abd El-Aziz Al
Siaund. which lasted tor the entire lirst hall’ of the century (1902-33), the
livst nevwespaner. car and acroplane where itroduced. but at mid-century
Seudi Arabia was stll resisting changes and reforms which other poor
countries had long ago taken for granted.  The introduciion of the tele-
phore proved particularly  ditticult with the conservative Wahhabi
Ul arguing that the insiruments amust be agents of the devil since
they could carry the voice so fars(!)  When one foreign expert tried to
explain 1o King Abd El-Aziz that the basis ol all sound finance was to
separate the income ol the royal family from that of the state, the idea
scemed so outrageous to the hing that the expert had soon to take his
leaverd),  Saudi Arabia had to wait another decade for females would
be admitted to school and for slavery to be abelished.  As late 25 1939
the Prime Minister had to call out the army to open the country’s first
girls’ school against protests of Wahhabi traditionalists, and in 1962 the
government announced that it had bought all slaves in the kingdom at
price of £ 1.0C0 & piece, and had given them their freedom(d). Yet,
whaiever Saudi Arabia may have lost by her long isolation her popula-
tion has thereby retained a degree of homogeneity. reflected in @ common
lanename, religion and system of values which many countries mignt
cm:.'. “For such homogeneity to have contributed to cconomic develop-
11101:11.0111c1' ingredients of growth were also required.  Some of these were
prm'i-dcd by the flow of oil revenue., but with eil. homogeneity and social
harmony were gradually lost.

The nearest in traditionalism to Kuwait and Saudi Arabia were
Libya and Jordan, but in contrast to the high degree of sell’ sufficiency
of l-hc former the very existence of Jordan and Libya was largely depen-
dent on outside support. Artificially created by Britain and France
alter World War I, the exisience of Transjordan as an independent
unit had hardly any cconomic justification. The area falling east of
the Jordan river is essentially arid, poor in fuel resources as well as in
raw materials other than phosphates, the unexploited salts of the Dead
Sea. It had too small a population and the mouth of Agaba was its

(1) Fisher, S. : The Middle East, A History, A. Knope, N.Y., 1959, p. 530,

(2) Van der Meulen, D. : The Wells of Ibn Saud, ). Murray, London, 1957, pp.
188-9.

(3) Holden, D. : Farewell to Arvabia, Faber & Faber, London, 1966, pp. 135-6.
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(2) Ecenomic Growth

Looking at ihe nine countries as @ whole one is struck by the degree
to which they were fuvoured.relatively to other underdeveloped countries,
by conditions that either should or seemed to be conducive to rapid
ccornomic advance.

Twenty vears ago they had all eehieved political independence except
Kuwait crd the Sudan.  The Sudan has now (1971) been independent
For fiftcen vaars and Kuwait for ten.  Most of tham were on the whole
more favourably siteated with regard to economic and social infrastructure
than most other underdeveloped countries, especially when compared
to the rest of Africa. With regard to the pressure of population oie cono-
mic resources they were much better situated than the rest of Asia, Their
porulation was relatively homogencous and relatively little alllicted with
class or tribal divisons.  In terms ol per capita income they started higher
up the scale than mest countries in south-cast Asia and sub-Saharan Africa.
Two decades had passcd since Egypt had her revolution, of which one
main target was to achieve rapid cconomic development.  Syria started
her revolution three years earlier and although Traq’s revolution came
relatively late Iraq had already started preparing development plars before
any other Arab country and most of her eif revenue was assigned
for development as carly as 1952,

During the two decedes Following the war (1946-64) the oil producing
together with the oil-trensit Arab countries, which excludes only ihe
Sudan. received moie than S13 billien in addition to abeout S2.35 billion
in wages and local purchases by the oil companies(l)  They have reecived
a larger amount of aid per capita than probzably any other arca in the
world. During the same pericd U.S. cconomic vid together with the
aid commitments ef the Sino-Soviet bloc to the nine countries totelled
more than $3.6 billion(2). To Egypt alone went no less than one fifth
of the total credit cemmitments of the Soviet Union to all countries be-
tween 1954 and 1966(3), and Jordan’s receipts of official aid have been one

(1) Ramba, O. : Basic Conflicts of Economic Development in the Middle Fast,
in Thompson J. & Reishauer, R. (¢ds.), op. cit, p. 83,

(2) See table (1)

(3) Tansky, L. : U.S. and U.S.S.R. Aid to Developing Countries, Pracger, 1967,
pp. 18 - 19,

Data on actual disbursements as distinet from commitments are not available but
the ratio between them has been estimated to be about 40%,.  Soviet military aid was
estimated to be five times greater than cconomic aid — (Sce Issawi, Charles © Growth
and Structural Change in the Middle East, Middle East Journal,Summer, 1971, pp. 310-1
and Vatikiotis, P. : Conflict in the Middle Fast, Allen & Unwin, London, 1971, p. 125),
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Also ramarkable was the growth rate of Jordan which, counter to
pessimistic expectations, surpassed that of oil-rich Iraq(!). Although
stich high growth rates were not achieved by other Arab countries, cach
of thum. with the exception of the Sudan whose performance was the feast
impressive(2). passed through some periods during which growth was
fairly ropid and considerably above that of underdeveloped countries as
a whole.  This oceurred in Syria during the decade following the second
world war($). in Fgyvpt between 1936 and 1963(+4) and in Lebanon atter
the 1938 civil war(3).

Rates of industrialization were also considerably higher than those
of underdevelopad countries taken as a whele.  The rate of growth of
manutacturing was as high as 16°, per annum in Jordan (1959-66) and
1.3, i Saudi Arabia (1962-68) with comparable rates in all of them

except Syria(0).

(1) Jordan™s GDIP at current marhet prices grew at an average rate of over 10%,
between 1954 and 1966 which is one of the highest in the world, even alter allowing for

a 2", rate of increase in prices.  (Mazur, ep. cit., p. 215,

(2) During the first four years following independence (1956-60) the annual real
growth rate of the modern sector in the Sudan was about 3. Since the traditional

sector is estimated to contribute about 437, of GDP and was growing, during the same

period atabout 33" annually the whole cconomy would have been growing at about
4,27 L With a rite of population growth of about 2.87, real per capita income would

This last rate declined to less than 1% in the

have beon growing at only about .47,
following six years (1960-06) givine Sudan one of the lowest rates of growth in - Africa.
An estimate made Tor the whole decade (1960-70) gives the real rate of growth of the
whole cconomy as < 1", and that of real per capita income as only 1.295. (See :
U.N. ¢ Swrvey of Economic Conditions in Afrvica — 1968, N.Y . 1972, p. 161 QECD :
Development Assistance, 19710 Review, Dec., 1971, p. 177 and Wynn, R. @ The Sudan’s
10-year Plan of Economic Development 1961,62 — 1970;71 : An Analysis of Achieve-
ment to 1967/68, Journal of Developing Areas. July 1971, pp. 557 & 563-4.)

(3) During which the Syrian cconomy grew at 3 1o 6% per vear (Sce Hansen, B. :
Eeconomic Development in Syria,op. cit., p. V. and IBRD : The Economic Development
of Syr:a, op. cit., pp. 20-1).

(h After a virtual long-term stagnation of Egypt's real per capita income for
about half a century and uatil the mid-19507s, it increased between 1956/7 and 1962/3
at more than 3¢ annually. (Hansen & Marzouk, op. cit., p. 4).

(5) Lebanon's average annual rates of growth at current prices were estimated at
5.376, ((G.D.P., 1950-57); at 9.5% (G.D.P., 1957-64) and at 7.4%; (G.D.P., 1964-68).

(S22 UNESOB : La Croissance Economique et Le Niveau de Qualification de la Popula-
tion Active dans Divers Pavs du Moyen-Orient (mimeo.), Beirut, April 1971, p. 102.

(6) sce table (5)
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which Lebanon has also greatly benefitted and in Egypt and Jordan by
the Targe low of foreign aid. The two countries which were not in either
respect so tortunate have cither shown poor cconomic performance all
through the last two decades, as we have seen for the Sudan. or suffered
a prolonged cconomic setback. as was the case in Syria.(1)

3.— Lconomic Structure

In spite of a clear tendeney for the share of agriculture in total
output to decline. in most cases quite heavily(?), manufacturing sull
mikes a4 modest contribution to national income. except in Egypt.
In 1951 the highest share of manutacturing in GDP (that of Lebanon)
was 12", compared with about 9°, for Egypt. By 1968 Egypt had more
than doubled this proportion while. among the rest, the highest share

was only 13°,. and it was as low as 2%, in Libya and Saudi Arabia(3),
compared with 17°, and 18°, for such underdeveloped countries as India.
Chile or Colombia. i some cases the share of manufacturing in GDP
hardly increased at all, as in Saudi Arabio, where this share remained at
about 2°, since 1963.(4) and in Syria and Lebanon, where it remained
at 12¢, to 12%, over a much longer peried (1953-37). while in Libya it
showed a heavy decline.  In lrag. after a remarkable rate of growth
of manufacturing in the 1950°s (147, annually between 1953 and 1960)
it declined to less than one third of this rate between 1960 ond 1968
and thus the share of manufacturing in GNP remained virtually constant
at about 99, between 1959 and 1968.(5) The gencral decline in the
share of agriculture was therefore mainly in favour, not of manufactur-

(1) Syria’s rapid growth during the post-war ycars was followed by twelve years
(1956-068) during which the annual compeund growth rate at constant 1963 factor cost
was no more than 4.2°, compared with 3, to 07, durihg the previous decade. Per
capita real income grew therefore at only 1%, compared with about 3%¢ between 1945
and 1956, 1In lact, according to Hansen, il the growth of defence is disregarded, per
capita income in the period 1936-68 would have probably fallen. (Hansen, B. :
Economic Development in Syria, op. cit,, p. V, 11 and 16.)

(2) Sce tables (7) 8- (8)

(3) Sce table (9)

(4) Economist Intelligence Unit 1 Sawdi Arabia and Jordan, No. 1, 1971, p. 6.

(5) UN. : Yearbook of National Accounts Statistics, 1969.
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Arabia's natural gas was beirg flared. the rest being used mainly either as
fuel for the petroleum industry itselt’ or reinjected into the oil fields.

2~ In all the nine countrics except Egypt. manufactured exports
contribute at present less than one tenth of all current receipts of foreign
exchange.  Lven in a ficld as obvious for the oil producing countries as
exporting relfined petroleum, littke progress has been made, so that in no
Arab country does the proportion of refined to crude-oil preduction
at present exceed one fitth.  Egypt was the only country in which the
share of manufacturcd exports in total commedity exports rose signi-
ficantly(1) even though they still consist mainly of such items as textiles.
dricd ontons. processed fruits and vegetables and shoes, while others
rely heavily on imported inputs.  The corresponding share for Lebanon
was even higher than that of Egypt in the late 1960°s but Lebanon had
already, in the mid-1930s been in the unique position among the Arab
countries ol having meoere than one third of her \fommudiI_V exports
consisting of manulactured goods. and the corresponding proportion
in the late 19605 was 1o higher.(°)  Moreover. as a contributor to total
forcign-exchange receipts Lebanons manufacturing is much less im
tant, the foreign exchange brought to Lebanon by tourism
more than that brought by all her commodity exports
exports).(3)

por-
alone being
(excluding re-

But apart from manufucturing. Arab countries hove made littl
s ha ¢ ¢

! : S . iy products. The
oil countries remain virtually as dependent on oil, and Svri

on cotton as they were two decades ago.(+4)

rogress even i diversifying their exports of niin:
prog PG P of piinu

(1) This share rose from 119,10 195010 17, in 1959, 219 in1965 and 29° . in 1968.9
(National Bank of Fgypt : Economic Bulletin, various numbers.) Rt R

(2) 329, in 1967-69 compared with 35%, in 1954-5¢ (U.N.:
Trade Sratisties, 1958 and 1969)

(3) UNESOB : Srudies on Selected Desclopment Problens. 1970, p. 18.

(4) In Kewwair the share of oil in the totar value of T ——
977, and 987 during 1958-65 while most of her non-cil CXPOTIS are re-exports ‘-:“
Sanddi Arabia the share of oil declined only slightly from 99.9% in 19545 to 9.7“" in.l%l;
In frag this share increased Trom 882, (1953-5) (0 93.4%, (1965-7), and her uc'\' orls
other than oil. hardly increased at all between 1953 and 1969. In Libva the ‘:I;"Swr :’!f
oil continued to rise during the 1960's reaching 99.9°; in 1969, while ll{c cnnnklit‘v"‘ Z ¢
of non-oil exports deciined by about 30%, between 1962 and 1967, In Srn“r the -Im .
of raw cotton in total cxports was 37.4% in 1953-5 -4 the share

5 : and 41.0'?-(', in 1967-69 In the
Sudan cotton together with gum arabic, sesame and cotton seed still account for oy
RN stll @ U er
807, of total exports.

Yearbook of International
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population. butit wias alvo due to the teandeney to favour capital-intensive
techniues.(

In none of the oil-producing ceuntries does the oil-industry occupy
more ihan 47, ol the totl active population (7). as a result of its high
capital intensity and the Tow rate of refining. transpertation and maorket-
ing of vil within these countries” borders.(3) In 1957 the percentage was
no more than G227 i frag and it is probably  lower now, since. as
the ofl industry matures, it tends o employ less labour in ahselure terms.
[tisinteresting to noie that in the mid-1960"s Egvpt'soil industey emploved
more than the nuaber cinployaed by the same idustry in any of the _.\.1--_,1\
oil-rich. countries and that Egypts textile factory emplovment alone
employed more Libour than the ol emplovinent in the oil industry of
all Arab countries combined. ¢h It is also worth noting that a not
1r1~|“nl|n, 11l ]nopmtlon ot thuse meu\u. p\ the oil mdu\u—\ are foreie-
ners, especially in the higher ranks (%) B

It follows that the two most productive sectors, nunutacturing and
oil, nowhere oceupy more than 157 of the cconen nically active lu:r‘ul;b
tion. v hile the two sectors which still oceupy by far 1110-"’!’&'.‘1!1(.\‘1 paFe of
labour ore those where low preductivity and disguised unemployment
are most in evidence @ agriculture and services, (")

(1) Seeibid. p. 341 where Mabro points out that the capigal- Isbour tatio i Eavistian
manufacturing rose by 1167, between 1947 and 1963 apd that be t\\cc.{ 1932 “::\.-111")::8
while no increase in employment occurred in the wmodern sectors \.lhm-l ‘uuu.n:,m'
in estublishments ol 10 workers and more scem (o have increased by -.40‘ ‘ Sce also
Wahba, J. Swrplus Labour and the Choice of Techniqies in f . lmpub]uhuj “‘;(
thesis.  The American University in Cairo, 1971, =

(2) Sce table (10)

("‘:) It is estimated that lt 111}\'&35 I'l.}‘.l“]'ll\' 1 l“‘m_\. as I“ll"l\ man- d\\h to prod
d ¢ produce a
ton of refined oil ]|l0L|l[L1'§ as a ton of &[‘lld&. oil U‘s'\.l\‘-] Chll’l{.b and Y”lL'l] h T\'I
H v dane
The Economics of Middle Eastern oil, Faber )
f & lJb»t. London "}6_, pp. IDO-].)

(4) See Sayegh, K. @ Qi and AArab Regional Developmen Pracger, N,Y. 1968
p. 302 and Issawi and Yaganch. op. ¢it., pp. 150-1. ' B -
(5) In Saudi Arabia loreiginers constitute

over one tenth of tota] e : .
L, al employme
the oil industry. ployment n

(6) For the relative productivity of labour in agriculture and manufacturing see
table (11).  As for oil, il onc assumes that 80" af the ol number me!:a\ul b\b the
oil industry are engaged in crude production, the average quantity of oil pmd-ucr:d
per worker could reach 3800 tons per year, The highest level of nrm.i uctivity in the oil
sector is that of Kuwait with about 18,000 tons per worker per }'.car (See ém-cgh K
op. cit.,, p. 87.) ’ ’ '
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CADLY 1 sabenr Preductivity(!) In Manufscturing and
Aoriculture (Prollars per Labourer)
1) (2 (3
AT Year Slamufacturing Agriculture Ratio(1):(2)
S osvrabia 1962-3 [BAR) 601 2.00
Froe 1958 719 273 2.03
Jordiia 161 RN sS4 1.14
ool [UGO-7 o 6230 0.73
Lebanon [IBIEh 202 618 3237
. IRIES 039 347 1.84
Syt g = R =
- ) LSad R 283 2.46

(1 domestic product of cach seotor divided by tie number of economically active
in the ame sector

Souree @ UNESOB @ La Crobswezse Fconomibgue, op. it p.59.

The persistent predominance of the service sector as a contributor
to GDP (together with oil) and &s a source of cimployment (together
with agriculiure) is of course nothing unusual for

underdeveloped
countiies,

Professor Kuziets has shown that the average share of
services in GNP could be a little less than 30 in countries with per
cepite income of less than $220 annually and that its share at this level of
meome is Righer than its share in countries with per capita income of
S575 ar wore. () In the  Arab world. as in other underdevetoped
countries, the main reason is the relaiively few employment opportunities
clsewhere.  However, in Jordan, Syria and particularly in Lebanon (2)

(1) The average shares of the service sector in GNP in 59 countrics in 1938 were
as follows :
Per Capita GNP (8) 100-199 200-349

350-574 575 or more
veinservices in GNP 45.6

43.2 51.3 43.7

Kuznets, S. Modern Economic Growth, Yale University Press, 1966, pp. 402-3))

(2) ©ne writer has estimated that in Beirut there is one merch

for approximately every 125 persons, and another mentions s a conservative estimate

that about 60% of Beirut's ground (loor are in commercial or industrial use. (Eid,

. Merchandise Retailing in Lebanon, Afiddle  Fast Economic  Papers, 1969, p.21

and UNESCB : Envirenmental Implications of Urban Sertlements : Issues of Urban
Ecology in the Middle East, Beirut, 1971, (mimeo.), p.11)

andise retail store
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4.—The Balance of Payments

Taken as a whole. total exports of Arab countries have been rising
at a rate considerably higher than that of underdeveloped countries.
This has been partly duc to the high rates of growth of the exports of
Lebanon and Jordan (which in Jordan's case is almost exclusively due
to phosphates). but was mainly due. of course, to the rapid increase in
international demand for oil. 1t oil was excluded the average rate would
fall below that of underdeveloped countries taken as a whole. (1. Thus,
while the oil countries continue to realize a big and increasing surplus in
their balance of trade and. with the exeeption of lraq (7). also in their
balance of current accounts. all the non-oil countries continue to realize
trade deficits. (3)  The deficit is relatively small in the Sudan. and il the
proceeds from invisible trade in the case of Syria (mainly from oil-transit
and tourism) are added. the deficit declines heavily and way L some
vears turn into o small surplus. The wost serious trade deficits are,
therefore, those of Lebanon, Egvpt and Jordan.

Lebanon’s increasing trade deficit is turned into a surplus by invisi-
ble exports (mainly transit trade and tourism) and by the flow of private
capital, especially from the oil countries. But the dependence of Lebanon’s
balance of payment on the inflow of privite capital is at least as precarious
as her dependenee on trade and tourism.  In the first place. most of the
inflow of capital into Lebanon (about two thirds in 1964-3) (4) consists of
short-term bank liabilities which can be withdrawn on demand. Sccon-
dly, a good part of capital movements consists of emigrants’ remittances
as weil as gt capitad from otier Arab countries.  While the {former is
dependent both on the number of Lebanese emigrants admitted by foreign
countries and the degree of their continued attachment to Lebanon,
the latter could decline if Lebanon’s political or financial stability is
threatened, or alternatively, if the political climate or investment op-

(1) During 1960-67 the average annual rates ol growth of the value of commodity
exporls were as follows: Libya 90°,, Lebanon, 15.3°,, Jordan 16%, Saudi Arabia 11.67]
Kuwait 5.6%, Traq 5°,, Ezypt 1.9° and Sudan 1.6°; (Pearson’s Report, op. cit., p.
369).

(2) Though a trade-surplus country Iraq's balance of trade has been much less
favourable than those of the other oil countrics. During 1960-67 the rate of increase
in her exports was not much higher than the average rate for underdeveloped countries
as a whole (5% and 4°/ respectively) and in contrast to the other three oil countries her
surplus on the balance of current account sometimes declines to quite a low level or
turns into a deficit.

(3) sec Table (12)

(4) Azhari, op. cit,, p. 63. See also Khalaf, N., ep. cif., pp. 72-3.

—_—
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underdeveloped countries.  They were also among the worst situated
with regard 1o the ratio of public external debt to commodity exports(l)
and in Egypt's case. with regard to the ratio of service charges on public
debt to export carnings.(<)

Qil producing or not. all the nine countries except Syria are food-
deficit countries. This applies even to Iraq and the Sudan, the richest
two countries in agricultural resources relatively to population.  Iraq's
food imports are now equal to the value of all her non-oil exports. while
Jordan's wer imports of foadstuffs were greater in 1966-68 than all her
cxports put together.  Depending on the amount of rain. Syria alternates
between being a food-surplus and a food-deficit country and when the
deficit does oceur it s usually small. Her food surplus, however, has

been decrcasing. ()

Yet avanlable data on food consumption, which is presumably more
relicble and hides a smaller degree of inequality than per capita income
figures, shows that in the mid-19607s the average diet was still deficient.
With regard to quantity only in Egypt and Syria did calorie titake excesd
requirements, but in most cases the deficiency was not great. As for
quality. physiologists recommend a daily intake of total protein per head
of lg/kg of body weight for adults (about 70 grams) and 2 to 4 times as
much for infants and children.  Half of this amount is recommended to
be of animal origin(#). Table (14) shows that in all the nine countrics
the requirements of total protein were met but not that of animal protein(3).

(1) Sharatha, ep. cir, pp. 101-6,

Sudan’s burden of external debt is much lower. Compared with a per capita
external public debt of about 60 lor cach of Egyvpt and Jordan on the Ist January,
1968, that of the Sudan was about §20. Again, compared with a ratio of total external
public debt to the value of commaodity exports in 1967 of more than 3 in both Egypt
and Jordan it was between 1 and 1.5 in the Sudan, (UN. : The External Financing of
Leonomic Development (1963-67), N.Y., 1969, pp. 111-3.

(2) In 1967 Egypt debt-service payments absorbed about one thrid of her export
carnings compared with about one {ifth in the case of India and Pakistan.  Only four
of 68 countrics for which data is available (namely Argentina, Tumisia, Brazil and
Mexico) had higher ratios than that of Egypt. (fhid, p. 1135)

(3) sce table (13)

() Amin, G. : Food Supply and Economic Development, with Special Reference
1o Egvpr, Cass, London, 1966, p. 58

(5) Tt is worth noting that in Egypl, for whom food consumption dati exists tor
a relatively long period. the quality of the average dizt as measured by the intake of
animal protein scems to have remained remarkably unchanged since the late 1940%
although total protein intake indicates some improvement (FAO : Production Yearbook:,
1970).
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Lebanon's industrial and agricultural expansion. Similarly, while a
wider Arab market may bring little benefit to oil exports, it may be a
neeessary condition for the expansion of petro-chemical industries.
Most Arab governments, however, have shown little inclination to rele-
gate part of their power to a common authority or to sacrifice the econo-
mic interests of strong minorities for the sake of long-term industrial
growth. No attempt was thercfore made to harmonize Arab develop-

ment plans in such a way as to avoid unnecessary duplication. When

Iraq. Kuwait and Saudi Arabia, for example, recently embarked on establi-
shing petro-chemical and fertilizer plants, no aitempt was made to

co-ordinate their plans in this field so that each of them is likely to face

the competition of the other two in their efforts to market their output.

All of them, howcever, continue to pay lip service to the cause of economic

integration and, in order to pacify the Arab nationalists among their

subjects, formally adherc to largely inelTective agreements.

It is indeed ironic that the only genuine examples of economic inte-
gration between Arab countries, other than that which accompanied
the political union between Egypt and Syria (1958-61) have been imposed
upon Arab countrics by a foreign power. Such, for example, were the
customs union among most Arab countries which lasted between 1870
and 1941 under the Ottoman Empire, or the Middle East Supply Centre
which co-ordinated their production and trade under British domination
during the sccond world war, or the customs union between Syria and
Lebanon, established by the French administration between the two
world wars, which provided protection for Letancse as well as Syrian
manufacturing but was dissolved soon after the two countries achieved

their indcpendence.(!)

(1) For a detailed account of these earlier examples see Musrey, A. 1 An Arab
Common Market 1 A Study in Inter -Arab Trade Relations, 1920-67, Praeger, N.Y.,

1969.
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course (s) of action, and (4) an evaluator for following-up the results
of action and steering subsequent action via feedbacks. The existence of
feedbacks makes the performance of a cybernetic system a closed loop or
circular in a sense, as shown in the following illustration.

A Simple Cybernetic System
Inputs

- outpeta

Byoluntar

Foodimeik

The inputs and outputs of a simple cybernetic system, indicated
in the illustration, are energy flows in the form of information and/or
physical resources which are being received from the environment, trans-
formed within the system, and turned as outputs to the environment. This
forward transformation path is accompanied by, and is partly guided by
the backward (feedback) path.

To elaborate, the information inputs about aczual reality, opportuni-
ties, and trends are either constantly or pzriodically compared with the
conception of an ideal reality which is chosen by or laid down for the
system. If an identity exists between the actual and idzal concaptions
of reality at a given moment of time the system need do nothing (exczpt
perhaps seif-congratulation, andfor long-term planning). Typically
however a mismatch occurs because reality falls short than the ideal in
some respects. The mismatch puts the system under a strain. To al-
leviate the strain the system mobilizes resourcss to producs som: output
(s) by which to change the system’s environment. Or the system may
change something in its structure, if possible, such as its aspiration level
{or instance so as to achieve better adaptation to the envitonmznt. Q:
the system and the environment may both undergo mutual adapta tion.

A discussion of some types of feedbacks and their important roles
in a system’s performance is helpful here.

Equilibrating feedbacks have received widespread attention in the
study of automatic controls systems under such names as hiomeostasis or
servomechanisms, Such systems try to achieve some equilibrium vis-a-
vis their environments. If the environment is ever changing however these

— 65 —
(3}






ERFAN SHAFEY — Systems Analysis 319

structure and performance, stands in contrast with the typical tendency
of closed (say mechanical) systems to lose organization and dissolve
into their environments after intrusion of environmental effects ( 3 : 51 ).

Adaptive systems differ considerably in their learning capacities;
i.e. storage, recall, and re-organization of information. Higher-order
systems can in varying degrees manipulate abstract symbols, transiate
them from one format to another and recall them selectively; and can
enlarge their knowledge by re-combining symbols in new forms and use
stored information together with current inputs of information to make
predictions; or «feedforwardss. Adaptive systems also differ in their
capacities with regard to the speed and variety of information which they
can process.  Last but not least, adaptive systems do vary in their abilities
to change the ranking order of their preferences, goals, or values.

Adaptive systems may therefore be arranged in a hierarchy in terms
of their types of feedbacks and the complexities of their respective memo-
ries (12 ; 127-28) :

1. A firsi-order leedback system such as found in some simple ma-
chines which helps diminish action errors but does not change the operat-
ing networks of the system. Here self-control is possible but no sclective
menory exists.

2. A secound-order feedback which corrects the system’s errors by
memory organization, sel(-consciousness and evaluation, scanning of
internal elements and forecast of future needs. This may be called a

wtactical» system,

3. A third-order feedback which includes the above and goes beyond
in its ability to devise new plans, new operating rules, and longer forecasts.
This may be called a «strategic» system.

4. A fourth-order feedback which can do the above plus revision of
its learning methods so as to inspect reality more closzly and/or modify
preferences and goals. This may be called a «goal-changing» system,

According to Ross Ashby, a cybernetic systemn must possess a
minimum of capabilities or so-called reguisite variety if it is to control,
or adapt to, its environment (1 : 206,245 and 12 : Ch. 6). (1) The system
must be able to respond selectively to the variety of states inits environ-
ment by exhibiting an equivalent or a larger number of distinct states.
(2) Each of the system’s distinct states must be qualitatively sufficient to
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dccision and control which have proved themselves useful in certain
situations of complexity and uncertainty. These models enable us to
determine the problable action-outcome relationships, devise appro-
priate measures of effectiveness of various alternatives,and thereby help us
choaose the «best» possible aliernative course of action (13 and 26). Bro-
adly speaking, the problems which are handled by Operations Research
and Management science are in essence those of optimization. As is
known, optimization problems must be cast in an ends - means schema in
which the ends or goals are clear and given and the means are unknown.

As Operations Researchers and Management Scientists know, the goals
arc often vague and/or in conflict. Moreover, ends and means are oﬁe'n

interactive and simultaneously determined. Thus it is possibie to opti-

mize for a wrong goal andjor for a sub-goal. Often it is necessary to

clarify, reconcile, and/or re-define goals and policy problems before they

can ever be optimized. To do so clearly requires a repertoire of skills

or models of analysis and control other than optimization.

To suggest that the formulation of policy problems may at a certain
stage become a part of the task of the system analyst does not mean that
the latter can or should reject the sponsor’s conception of the PTOtfle_m-
Rather the approach of the system analyst should be that of a physician
who neither dismisses the patients’ own formulation of their problems
nor accepts it unquestioningly (18 : 409).

It may be useful in concluding this study to indicate some broad
types of systems analysis and illustrate its diversity.

Provided that the structure of a system can be specified andfor the
degree of reliability in its performance can be established, the informa-
tion can be put to one or more of the following purposes :

1.—explain the cause - effect relationships among elements or
variables.

2.—evaluate to what extent the system’s structure and performance are
adapted to the environment and/jor effective in adapting the environment,

3.—observe the critical limits between which the system is iusensi-
tive to variations in environmental parameters.

4.—estimate the system’s performance in the face of an unforseen
contingency.

5.—analyse the system's informational needs, flows, and facilities
and suggest improvements if need be.

. — T8 —












SOME THOUGHTS ON INFLATIONARY MECHANISM

Dr. Salwa A. Soliman

Facully of Economics, Kuwait University

Rising prices are not necessarily an unhealthy phenomenon against
which the economy should always react. Actually, economic prosperity
and expansion are usually associated with appreciable increases in prices
and wages. But the difference between a desired situation, like prosperity,
and an undesired one, such as inflation, lies mainly in the «degreen
and the «speed» of increase in the prices of products and factors of
production. It is from obliterating such difference that confusion might
arise concerning the real dangers of inflationary possibilities inherent
in price increases. Accordingly, the crux of the problem lies in our
ability to determine the limits between the warranted range of prosperous
price increases and the unwarranted range infested with the dangers of
inflationary spirals.

It is true that moderate, gradual, and justifiable price increases can-
not always be assuredly contained within safe Jimits; they may accelerate
10 the extent that «flight-from-money» may become an observed phenome-
non. If this ever happens, the question arises whether things will neces-
sarily get out of hand, leading to the catastrophic collapse of the monetary
systemn,

When people become aceustomed to steady price increases, they
might spead up their defensive reaction against expected higher prices.
The adjustments in expenditure, on the one hand, and in prices at which
sellers are willing to offer their products and services, on the other hand,
may well tend to be made faster, as people realize that failing to make
these adjustments will always mean greater loss 10 them than otherwise.
The speed of inflation is even more accelerated when people — as they
defend themselves against the last rise — make allowance for further
price increases.

Since expecting inflation to continue directly concerns people’s
wealth, they may tend to hold it in real forms. This tendency may come
to its extreme when prices are increasing so fast that people do not hold
but the barest minimum of money needed for necessary transactions,
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price, the more strongly they will resist wage increases. The opposite
holds, the more the employers have control over prices. That is to say
any significant increase in monopoly power, either in the labor or the
product market, obviously increases the dangers inherent in the wage-price
inflationary mechanism,.

A third factor to be considered is the fact that unemployment
would be the price paid by the workers for continued higher wages.
And it is by no means clear that labor unions are willing or able to make
this sacrifice for long()). Moreover, public opinion is likely to add more
pressure to dampen additional wage increases.

Fourth, the wage-price spiral has a built-in mechanism to set
for itself a limit. For its continuation, the supply of credit must have
enough elasticity to allow the economy to finance the higher levels of
moncy inrcome. Otherwise, speculative and idle balances will have to
be drawn into transaction purposes. This will lead to a rise in inter‘eslt
rates which, il continued, will ultimately discourage investment actlm-
ties. Income distribution may well shift in favor of workers and aga.mst
profit receivers, particularly if wage costs are rising faster than prices.
Emphasizing this shift will be the differential cflects of the income tax :
Profit receivers,who are typicaily in higher income brackets, will be sub-
ject to higher marginal rates of taxation than will wage earners(2). The
discouragement of investment may be sufficient to moderate the fiernands
of workers and employers, and to bring a halt to the increase In wages
and prices.

It thus follows that the continuation of the wage-price spiral is con-
ditional to the expansion of the stock of money at a rate which is sufficient
to allow prices to rise in proportion to the increase in wage costs(3).

{1) Tf unions are ready to accept the sacrifice, the inflation can continue, though at
a somewhat reduced pace; the unemployed workers will compete with employed wor-
kers in the noneorganized industries. This tends to depress wages in these activities.
See : A.W. Phillips, «The Relation Between Unemployment and the Rate of Change
of Money Wage Rates in the United Kingdom, 1862-1957, Economica, November
1958, pp. 283-299»R. Lipsey, «The Relation Between Unemployment and the Rate
of Change of Moncy Wage Rates in the United Kindgom, 1862-1957; A Further Analy-
sis», Economic a, Feb, 1960, pp. 1-31; G. Perry «Unemployment, Money Wage Rates
and Inflation» Cambridge, Mass; MIT Press, 1966.

(2) B.P. Pesek, «Distribution Effects of Inflation and Taxation,» American Econo-
mic Review, March 1960, 147-153,

{3) A. Smithies, * The Control of Inflation”, Review of Economics and Statistics,
Aupgust 1957, pp. 227-283.

— B3 —












SALWA SOLTMAN — Some Thoughts on Infiatlonary Mechanism 3888

may not be concerned with the depreciation effects of inflation(!).
These factors tend to suppress the value of f.

Again, all these attenuating factors can be summarized in terms of
money - illusion and uncertainty. Even after fairly long periods of
inflation, there is no way for the public to know whether future prices
will be higher or not(2). Long-run price trends are found to be inter-
rupted by short-run fluctuations, which are associated with many kinds
ol «random shocks». These short run variations are large and frequent
enough to make expecfations of price changes over a short period uncer-
tain. The shorter the period over which price level variation is being
cousidered, the more hazardous the expectation will be(3).

4,—Whatever uncertainty, money-illusion, both, or any other reason
may be, studies on the subject indicate that there is little chanct‘-_ !'01'
an independent velocity mechanism to develop in a period ?f rising
prices. Once the initial cause of inflation is removed, price increases
will begin to taper off, and velocity will begin to return to its normal
value(4).  Price increases in seven extreme hyper-inflations were f ounq to
be not self-generating; they were proved to be a direct result of increasing
the quantity of meoney. Another important phenomenon was
that issuing money on a large scale did not Jead immediately to
extreme flight from cash. This behavier is interpreted not in terms of
an inelastic demand for money, but as a result of individuals’ conﬁderfce
in its future value, which maintains the lagin expectations of future price
increases, This means a small value for oc and accordingly 1.'01' B.
However, in later months of an inflation the lag tends to shorten 1n res-
ponse to the continuous trend of rising prices.

(1) The liquidity preference of those institutions which have liabilities in money
terms wiil not necessarily be reduced when prices rise,

(2) In a study by B. Siegel for twenty-nine countries’ experiences in the post-war
period, he found that it is not possible to predict velocity movements oo the basis of
price movements at all. See : B. Siegel : «Hyper-Inflation-The Velocity Mechanism,»
Proceedings of the Thirty-Third Conference of the Western Economic Association,
1958, pp. 17 21,

(3) Tt was found that «a ffty-year period gives some margio in favor of inflation,
a ten-year period giveslittle, and a one-year period gives alrnost none». See : R. Lipsey:
«Does Money Always Depreciate ?» Lloyds Bank Review, October 1960, pp. 1 -13,

{4) Cagan, op. cit.
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All these factors will tend to suppress the values of oc and (8, thus
pushing P; more towards its equilibrium level P. If we agree that a
single counter-example refutes an assertion of «general necessity» we can
legitimately argue that the single possiblility that the value of oc B may
be less than unity, strongly supports the conclusion that flight {rom
money is not a sufficient condition for an explosion.
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CIVILIAN RIGHTS UNDER BELLIGERENT OCCUPATION
With special study of Israeli violations of Human
Rights in occupied Arab territories

Dr. Mohie El-Din Ali Ashmawi
INTRODUCTORY SECTION
Evolution of War Theory

In this introductory section, we presented the development evolution
of war theory from its legality, from the point of view of the traditional
international law to its illegality according to the contemporary interna-
tional Jaw. This is presented in the following :

CHAPTER 1

War as a legal act from the point of view of the traditional international
law.

In the past war was a lawful act«jus ad bellum»for all nations usin‘g
it when and how they wished. No restrictions were imposed upon this
right or the country’s freedom to resort to war in realizing its national
interest or any other goals.

War as a Legal Act

War has been defined as a social phenomenon in which all the hu-
man societies took part since the dawn of history. War has existed
since prehistoric times up to our own era. It still exists despite the
development of civilization and the growthol the human mind which
distinguishes between good and evil. War is still a means to which coun-
tries resort in our civilized world to realize their diverse goals just in
the same way as it was in the past before the reorganizations of the

international society and issuing the laws which govern international
relations.

The definition of war

According to the traditional international law the word war may
be defined as « A state of belligerence arising between two states or
more and ending a state of peace between them and in which the
armed forces are used in full armed conflict. Each contending party
tries to win victory upon its enemies ad hoc, imposing its will upon
them and dictating its own terms of peace.»
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CHAPTER 2

lllcgality of war in Contemperary International Law.

In the beginning of the 19#: century an urgent call was raised to
forsake war in international relations. The jurisprudence of the
international law,together with the treaties among the powers, up to the
beginning of the present century have contributed to the efforts exerted
with the intention of forsaking War. Such efforts have been effective
in different ways in realizing their goals. This can be illustrated in the
following :

1.—International responsibility shoutd be forwarded to individuals
accused of waging war.

2.—Imposing restrictions on the rights of the country in waging
war. .

3.—Responsibility should be forwarded to the acts of countries
as result of which war may break out.

After the end of the World War I, the call for prohibiting war conti-
nued passing through various stages :

First Stage : Setting restrictions on the right of waging war accor-
ding to charter of the League of Nations.

Second Stage : Prohibiting the aggression war in the d?ﬁ'erent
international treaties such as the Charter of Bryan - Kellog in 1928
which prohibited war. )

Third Stage : Prohibiting war according to the Unitjad Nations
Charter 1945 whose various articles stated the banning of using force or
the menace to use it.

Also it committed all the member states of the Organization to settle
international disputes peacefully. As an exception, force may be resor-
ted to in case of self defence whether individually or collectively. _ Aiso
force may be resorted to in case of collective security measures with as-
signment from the Security council or the General Assembly,

Despite the fact that war and the use of force or the menace of its
use has become an unlawful act within the principles of the contemporary
international law, we find that the phenomenon of aggresston is still
going on under the nose of the international law. A conspicuous example
is what Israel has done by waging a war on three Arab states (Egypt,
Syria and Jordan) on June 5th 1967 and its unlawful occupation of ter-
ritories belonging to these states, still its continuation 'of such aggression
up to now.
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3, —The link existing between war and occupation put both in
the same criterion with respect of the legal adaptation for both ,which
states that both are illegal.

4.—According to the rule which states that victory does not procreate
any rights and No Fruit of aggression, the aggression shouid not grant
any legal right to occupy the other country’s territories.

5.~-Most jurists consider beiligerent occupation an actual state
rather than a legal state.

6.—Most jurists condemned cases of belligerent occupation which
took place during the last two great wars and considered them as an
infringement of the rules of international law and international treaties.

7.—Stemson’s doctrine confirms the illegality of any belligerent
occupation resulting from an armed invasion.

8.—All international treaties prohibit belligerent occupatiffrl by
means of using the armed force. They never recognize the legality of
occupation or annexing the defeated territories by force.

9.—Belligercnt occupation is considered a flagrant violation of .tl.te
security and sovereignty of the territories of the occupied country; it 1s
also considered an infringement of its political independence.

Having presented the aforesaid principles, it is clear for us to c:anclude
that belligerent occupation has become an illegal act within the interna-
tional law ; it even comprises a clear crime against peace and world
security, ,

Should we apply the aforesaid principles to the case of Isra?ls
occupation of territories belorging to Arab States after its aggression
of 1967, we conclude that such occupation is unlawful as it was conde-
mned by the U.N. resolutions and the world organizations, and also by
the works of Jurists of international law.

Consequently, Israel has to take the initiative step In its imrnef:hate
withdrawal from all the territories it occupies. The international
society, represented by the U.N.O. has to implement the nece‘ssaryr mea-
sures which compel Israel to withdraw completely and immedza:tely from
the Arab occupjed territories according to the Security Council Resolu-
tions No, 242 issued on November 22nd, 1967.Free jurists of international
Jaw, all over the world, in all its universities and scientific institutions
should shoulder the responsibility of showing off the illegality of Israel’s
occupation of the Arab territories and the extent of Israel’s violation of
the customary and conventional rules of the international law, a fact

which may consequently lead to the domination of the logic of force and
the perdition of the rules of law.
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2.—Tle cecupying statc should not oblige <ivilians in the occupied
territories to tzhe oath of allegiance for the occupant, but it can demand
them to obscrve the duty of oteying orders and regulations issucd for
the re-organization of public life in the occupied territories.

3.~The cccupant should not have the right to alter the status of
puklic civil servants, ard judges or in any way to apply sanctions or
transfcrring them.

4.—The occupant state has to respect the laws and codes precedcnt
in the occupied territories.

5.—The occupying state - should not - in casc of illegal belligerent
occupation levy and collcct taxes in the occupied territories.

6.—It may be allowablc in case of legal military occupation for the
occupant army to demand some necessary services, requisitions from
the citizens on condition that such services should be paid for.

CHAPTER 5

Thke Role of Protecting Power in Observing the Welfare of Civilians in
Occupied Territories, '

A Protccting Power is a neutral state chosen by the occupied state
to look over its interests and subjects in occupied territories concern-
ing the protection of civilians residing inside the-occupied. territories.

The civilian convention considered that the role of the Protecting
Power is a (compulsory) obligatory role to which the signing parties are
obliged ard that they should offer the necessary facilities to aid the
Protecting Power to implement its obligations according to the aforesaid
convention.

The role of the Protecting Power, in case of its absence, may be
replaccd by any human organization or the Red Cross International
Commitee«R.C.1.C.» which is in charge of the welfare of civilians in the
occupicd territories. We consider it of utmost jmportance to appoint
(assign) a Protecting Power in the Arab occupied territories so as to pro-
tect civilians against the serious violations of human rights which are
committed by the Isracli troops against the Arab civilians, Also the
observation of applying the articles of the civilian convention,

The Protecting Power may be a sort of pressure on the Israeli oc-
cupying authorities so as to prevent them from excessiveness in commit-

ting their various crimes against the Arab citizens in the occupied ter-
ritories.
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SECTION THREE

Israel’s violations of Human Rights in the Occupied Arab Territories.

After Isracl’s treacherous aggression against three Arab states
(Egypt - Syria - Jordan) on June 5¢4 1967,and occupying territories belon-
ging to thase states, the Israeli troops have committed the most horrible
violations of human rights in the occupied Arab territories in 2 manner
akin to the horrors committed by the Nazi troops against civilians in
territories occupied by the Germans.

These violations comprise war crimes, crimes against humarity
condemned by the rules of the International Law, also by jurists and
the sentences of the courts of war criminals in Nuremberg, Tokyo,
also the national Tribunals. :

The United Nations Organization and the various international
organizations, also the International Investigation Comrnittees, have
condemned Israel for committing these crimes which have greatly affected
the world’s conscience. These crimes may be summarized in the [ol-
lowing

Firstly : Crimes against civilians in the occupied Arab Territories

1.—Crimes of wilful killing of Arab civilians inside the occupied
territories.

2.—Crimes of physical suffering and inhuman treatment of Arab
civilians inside the occupied territories.

3.—Crimes of rape, physical suffering, ill treatment and the deten-
tion of Arab women inside the occupied territories.

4.—Crimes of ill treating internees and prisoners of war inside the
[occupied territories.

5.—Acts of reprisals against Arab civilians inside the occupied
Arab territories.
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Conclusion

The call for Amending the Jaw of the Belligerent cccupation for securing
better Protection of civilians under Belligerent Occupations

The Bitier experience of Isracl’'s occupation of Arab territories
after June Sth 1967, has proved that there are deleets and gaps in the
verbal formation of the rules of the Jaw of belligerent occupation in a
manncr which help nations to realize their Ends during the period of
belligerent occupation and to violate the human rights of civilians under
the pretexts of implcmenting the rules of this law. 1t necessitates to
expedite amending these rules to ensure a better security [or the civilians
in the cecupicd territories.  The gaps and defects in the aforesaid law

may be summarized in the following

Firstly :

The prezent lew of Belligerent Gccupation dees not distinguish bet-
ween legal cecupation erd illegal cecupation. In the latter case, the
occupying ccuntry enjoys the seme rights which are cnjoyed by the
occupy ing state in the former case despite ke illegality of its existence
in the occupied territories.

Secondly :

The military necessity is a scrious reservation which is brought
forth by the rules of telligerent occupation’s law and it is used for
the interest of the occupying country against civilians in the occupied

territories,

Thirdly :

There are nurercus defects in the rules of the present [aw of bel-
ligerent cecupation which must te avoided. OfF such defects are :

|.— Absence of frank text prohibiling the use of modern deadly
arms against civilians.

2.—Atserce of frank text cnsuring the basic general freedoms
cnjoyed by civilians in the cccupied teiritories.

3.—Absence of frank text protcciing resistance movements inside
occupied territories.
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Fourthly :

The necessity of amending the system of controlling the implementa-
tion of applying the rules of the law of Belligerent occupation which
deal with the treatment of civilians in the occupied territories,

Fifthly :

The necessity of applying criminal punishments to violations of the
rules of the law of Belligerent occupation. We find it necessary to amend
the rules of the Belligerent occupation’s Law in a manner which evades
all defects and gaps mentioned above. We suggast a call for signing
annex convention that includes new rules that ensure a better protection
for civilians in the occupied territories.

We also demand from the United Nations Organization to issue a
new Charter and Declaration that includes the fundamental rights which

must be protected for every man during war tim2 and especially under
belli gerent occupation,

We call on writers of international law all over the world to pay at-
tention to this scrious matter. Through their writings they should call
for the establishment of an international legal system that ensures the
rights of civilians during war time and under belligerent occupation,
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