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Agenda 

1. MENA Background 

2. Consequences  of September 11 

Events 

3. A Positive Agenda for Action in 

the Middle East 
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MENA Background [1] 

ÂDemographic Time Bomb or óBlessingô?: 

High population and labor force growth 

rates 

ÂVolatile economic growth rates 

ÂVulnerabilities: conflicts, energy markets & 

prices, climatic conditions 

ÂStagnating or falling per capita real incomes 
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World & MENA GDP per capita 
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MENA Background [2] 

ÂLimited production and export 

diversification 

ÂLimited integration: trade, investment 

ÂLimited Capital Markets integration 

ÂLarge & Growing óDigital Divideô 

ÂBrain drain & Capital flight 
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ME & World Trade % Change 

1990-2000 2000 2001 

ME Exports 7% 42% -9% 

World Exp 6% 13% -4% 

ME Imports 5% 10% 4% 

World Imp 7% 13% -4% 
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World:Conflicts & Terrorism 

ÂMore than 4 million people perished in violent 
conflicts between 1989-2000 

Â 37 million people displaced 

Â Year 2000: 25 major armed conflicts, 23 intrastate 

Â International terrorist attacks: average of 342 
between 1995-99 to 387 between 2000-2001 

Â 70% of all major conflicts, 20% of international 
terrorist attacks & 70% of casualties in Asia & 
Africa 
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Economic Consequences of 

Conflicts & Terrorism I 
Â Lead to destruction of infrastructure & 

environmental deterioration 

ÂDeterioration of all socio-economic indicators and 
social cohesion 

Â Lead to lower tax revenues, erosion of tax base , 
and administration & enforcement 

Â Increased defense spending,, lower social & 
investment spending higher budget deficits 

ÂMacroeconomic instability: high inflation, low 
growth rates 
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Economic Consequences of 

Conflicts & Terrorism II 

ÂReduces financial development: less 

financial deepening and disintermediation 

Â Increases business transactions costs 

Â Increased security generates welfare losses: 

estimate of $75 billion loss following 11.09 



25 September, 2002 
Dr. Nasser Saidi Global Investors 

Forum  
10 

11-09: Additional Transactions & 

Frictional Costs 

ÂAirline insurance: + $1.25/$1.85 p.p. 

ÂAir/Sea Cargo insurance: + 0.027-0.05% of 

insured value 

Â3rd Party  damage cover reduced to $50 mn 

from $1.5 bn 

ÂAirline surcharges: $8 p.p. $0.10-$0.15 /Kg. 
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Impact of September 11 Events 

Â International Trade costs increased by 1%-

3% as a result of additional security 

measures, compliance adding to 

frictional/transactions  

ÂMENA countries affected the most 

ÂCommodity pattern of trade affected 
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Impact of September 11 Events 

2 Views: 

ÉLimited medium & long-run effects: 

higher transactions/friction costs 

ÉSelf Fulfilling Equilibrium:PessimismÝ 

®asset prices Ý® spending & investment 

Ýrecession & ® profits 

ÂMiddle East 
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III. Risk Factors in International 

Economy 

ÂOil market, prices, supply 

ÂDelayed recovery or double-dip recession 
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US Oil Consumption Production 

& Imports 1970-2002 
1970 1980 1990 2000 2001 2002 

USCons 14.7 17.1 17.0 19.7 19.4 19.4 

%Wrld 31.4 27.1 25.8 26.0 25.4 25.4 

USProd 11.7 10.8 9.7 9.1 9.0 9.2 

%Wrld 23.9 16.8 14.5 11.8 11.7 12.2 

USImp 3.2 6.4 7.2 10.1 9.9 9.7 

%UScon 21.5 37.2 42.1 51.0 49.0 49.8 



25 September, 2002 
Dr. Nasser Saidi Global Investors 

Forum  
15 

A Positive Agenda for Action: 

Mare Nostrum, Mare Pacifica 
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Political 

ÂñWhy Do They Hate Us So Much?ò 

ÂUS geo-political & geo-economic hegemony: 
extra-territorial scope of sanctions, Kyoto 

ÂGlobalization also means global consequences of 
local actions: Balkans, Chechnya, Palestine  

ÂUS & the Islamic World: US must develop a 
policy 

ÂResolving Arab-Israeli conflicts and the Israeli-
Palestinian conflict 
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Arab Countries  &Islamic World 

ÂArabic peoples make up less than 1/5 of all 
Muslims 

ÂTop 4 most populous Muslim states: 
Indonesia, Pakistan, India, Bangladesh, 
Nigeria 

ÂOver 1/3 of all Muslims live as minorities: 
China, France, India, Philippines, Nigeria, 
Balkans 
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An Agenda for a Positive Action 

Plan for the Middle East 

ÂEconomic 

ÂFinancial 

ÂPolitical & Security 
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Economic Action Plan 

Â Increase integration through trade, investment, 

capital markets and human capital flows  

Â Support domestic economic, financial and social 

reforms  

Â Support economic transition  

Â  ñProdi Planò for the Reconstruction & Economic 

Development of the ME 

Â Tools: EU Association Agreements, WTO 
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A óProdi Plan for the Reconstruction 

& Development of the Middle East 

ÂEUôs commitment:Burden will be on EU to help 
integration of ME countries  

É Increased Regional Integration 

ÉGreater support to the efforts made to 
strengthen ties and deepen South-South 
economic integration (Marseilles Declaration)  

ÂEUôs commitment must be articulated in a ñProdi 
Plan for the Reconstruction and Development of 
the Middle Eastò. 
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A óProdi Plan for the Reconstruction 

& Development of the Middle East 

ÂA New, Re-invigorated Barcelona Process 

is required 

ÂReform and Modernization in the ME 

ÂSupport moderate forces 
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A Prodi Plan for the Middle East: 

Initiatives (1) 
Â A substantially augmented MEDA II program 

Â Set-up the proposed Euro-Mediterranean 
Investment Bank (EMIB): 

É Increase the financing of regional infrastructure 
projects in the Middle East (roads, pipelines, 
telecommunications, info-structure, water, 
power and other) 

ÉReduce private sector transactions costs and 
foster intra-Arab trade and investment, bringing 
the region into the digital age. 
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A Prodi Plan for the Middle East: 

Initiatives (2) 
Â Institutional development of regional 

organizations responsible for the management 
of regional integration initiatives: 

É Arab countries should accelerate the 
implementation of the multilateral trade 
agreement, the Greater Arab Free Trade Area 
(GAFTA) now projected for 2005. 

ÉGAFTA should be realized in parallel with the 
creation of an Arab Common Market. 

É Full harmonization of Mediterranean rules of 
origin. 
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A Prodi Plan for the Middle East: 

Initiatives (3) 
Â Assist in the harmonization of policies and 

frameworks for bilateral and multilateral trade 
and investment agreements: create attractive 
investment environments 

Â Promote foreign direct investment by setting-

up a EuroMed Investment Guarantee 
Agency (EMIGA ) to provide guarantees for 
European private sector investment projects in the 
Mediterranean countries.  
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A Prodi Plan for the Middle East: 

Initiatives (4) 
Â Promote access by the EuroMed partners to the 

expanding European Capital Markets. This 
would: 

ÉReduce the perceived risk of investment in 
Arab countries 

ÉHelp expand the European capital markets, 
expand the economic size of the Euro currency 
area, provide increased portfolio diversification 
for European and international investors and 
attract increased financial flows to the Middle 
East.  
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A Prodi Plan for the Middle East: 

Initiatives (5) 

ÂProvide preferential access to finance in 

the European Capital Markets by 

allowing the tax deductibility of interest 

income arising on bonds issued by the 

Middle Eastern countries. 


