PAGE  

ECONOMIC INTEGRATION

IN THE ARAB MASHREQ COUNTRIES
PHASE II (THE PRIVATE SECTOR)

CENTER FOR STRATEGIC STUDIES

UNIVERSITY OF JORDAN

November 2002

Project Core Team

Mustafa Hamarneh, Director and Regional Coordinator

Fayiz Suyyagh, Coordinating Socioeconomist

Tony Sabbagh, Coordinating Pollster

Introduction 

Economic cooperation is a vital cornerstone in any endeavor to coordinate collective Arab efforts in all fields. The value of such cooperation goes far beyond energizing the economic sectors and activities and achieving benefits for the Arab societies. It adds economic weight to the Arab countries in the international arena, and consolidates the capability in bilateral and regional exchange with the economic blocks of today. 

Arab economic cooperation and its impact in the regional and international scenes have been a pivotal research concern of the Center for Strategic Studies (CSS) at the University of Jordan. It was accompanied by extensive efforts on the part of the Center to develop and launch an Arab academic and research network. The ambitious project began to take shape in early 2000 when the research resources of the CSS were joined by the efforts of a select group of other prominent Arab research institutes to carry out a series of studies and surveys in Jordan, Syria, Lebanon, the Palestinian Territories and Egypt on "Regional Economic Integration in the Arab Mashreq Countries" (*). Upon completing the first phase of the project, the Network began preparations for another pioneer regional research project on "Arab Economic Integration – the Private Sector". Both projects were given valuable support by the European Union. The CSS was also the Director and Regional Coordinator of the high-caliber resources and energies of the five partner research institutes which implemented all stages of the Project between early August 2001 and end-July 2002.     

Apart from the CSS, the research network included: the Center for Strategic Research and Studies at Damascus University in Syria; the Lebanese Center for Policy Studies and Statistics Lebanon in Beirut; the Jerusalem Media and Communication Center (JMCC) in Palestine; and Al-Ahram Center for Political and Strategic Studies in Egypt. 
Phase Two of the Project, referred to as REIRN II, was an extension and expansion of Phase One in many ways. It aimed at continuing and further developing the regional back-channel network established during Phase One of the Regional Economic Integration Research Network (REIRN I) – which was accomplished by the same network in 2001. Whereas REIRN I maintained a macro outlook toward economic cooperation and exchange in Jordan, Syria, Lebanon, the Palestinian Territories and Egypt, REIRN II developed a microscopic perspective on the existing structures and processes in the business sectors in the five countries, and conducted an exploration of their capabilities and preparedness for regional and international trading and economic cooperation. 

The more specific objective of Phase II of the REIRN project was to give an in-depth analysis of the corporate capacity and inner management structure of these economic units, and the impact of expansion and modernization on their production, export and transaction potential. Emphasis was placed on the private sector as the potential engine for intra-regional economic cooperation in each country. This phase built and drew on the results that emerged from Phase I. 

The REIRN II project, with its attendant reports, studies and seminars, examined four private business sectors in terms of their experiences in cooperation in the Mashreq region, and the facilities and obstacles that contributed to - or hindered - such exchange, particularly in four major sectors of the economy: Industry, Agriculture, Tourism and IT/Electronic Communications. The field surveys also made an attempt to investigate the effect of the modernization efforts of these enterprises on their trading capacity, such as their R&D plans, training programs and the introduction of automation and IT processes and applications in their operations. The four sectoral surveys were complement by a public survey.   

The REIRN II project processed and analyzed data generated from private sector surveys covering these four key areas (100 leading establishments in each of the four sectors); and one public opinion poll (a 1,200-person sample). Overall, the surveys in the five countries solicited the views and attitudes of senior managers and representatives of 2000 enterprises in the private sector, and 6000 individual respondents in the public polls. 

Comparative Sectoral Overview 

I. Industry 

The majority of the establishments under review are fairly young companies, with Egypt having older and more mature enterprises. They are operated and managed largely as limited-liability public companies, operating with mostly domestic investment capital. 

1. The proprietors of most of these firms are not family-related, although a considerable proportion of the enterprises, especially the smaller ones, are family-owned. 

2. The largest proportion of the firms falls in the category of SMEs, with the Egyptian manufacturing units taking the lead in size (in terms of operating capital, and/or turnover, workforce, and export capacity). 

3. The majority of these enterprises, in all the five countries, report that they exercise a high measure of autonomy in their financing and management; with much reliance on domestic resources and little dependence on external commitments or affiliations. 

4. The enterprises in the five countries are largely automated and quality-conscious. In Egypt, Lebanon, Syria, Jordan, and Palestine, large proportions of the companies are involved in IT application to upgrade their managerial and trading capacity. In their operations, they are heavy users of PCs and, to a lesser extent, the Internet facilities. 

5. Considerable proportions of these establishments take pride in having obtained international quality control certification, such as the ISO 9000 accreditation. 

6. Geographic proximity, transport, and freight cost, and the challenge of competition in the importing countries seem to be the instrumental factors in the actual and planned promotion and expansion of their export capacity. These are followed by custom charges, barriers, and restrictions at the importing destination. 

7. Almost all the export-oriented firms in a number of the countries cite siege or sanctions as obstacles to cooperation and trade with Palestine and Iraq. 

8. In countries that have treaties or exposure to Israel, especially Jordan and Palestine, the companies show very little enthusiasm for trade transaction with their Israeli counterparts. Great interest, however, is demonstrated in cooperation with other Arab countries, particularly through free trade/zone arrangement, and with the European Union through partnership agreements. 

9. The largest proportion of firm are currently export-oriented, or planning to enhance their trading, especially with their Arab neighbors, the Gulf region, and Europe. Most of them believe that they have a comparative or a competitive advantage in one or more of the commodities they produce (e.g. Egypt in textiles, Jordan and Lebanon in foodstuff). 

10.   To most companies, trade agreements and protocols are very helpful in promoting trade cooperation. Trade exhibitions and delegation visits, however, are, the most effective instrument to most firms for enhancing export to other countries, Arab and European alike.  

II. Agriculture 

1. The largest of the agribusinesses are very young, having been launched in the early 1980s, wit support from government legislation that aimed at attracting private sector investment in the agriculture sector. 

2. They are largely small, family-owned, and family-managed enterprises that are involved in the production or distribution or processing of agricultural or animal products, or in the providing attendant services. 

3. The overwhelming majority is still locally capitalized, despite government regulations in the five countries to attract Arab and foreign investment. 

4. Most of the production is earmarked to meet domestic need, and only one third of the 500 enterprises in the five countries are involved in export, mostly to the Arab Gulf states because of the geographic proximity, low transport cost, and large markets. 

5. In contrast, the majority of the firms are importers of feed, medicines, and seed - mostly from Holland and the United States. 

6. No particular complaint about importation, except by the Jordanians and the Lebanese for late delivery, by the Egyptians for obstruction by their local government, and by the Palestinians for Israeli occupation and siege. Exporters suffer customs and border procedures. 

7. Over half of the enterprises do not know whether or not there are bilateral agreements or protocols relating to their business, and some reported that there are no such agreement among the Mashreq countries. 

8. To encourage cooperation in trading agribusiness products in the area, direct market-visits are the best promotion medium.   

9. Most agribusiness enterprises are poor on IT application. However, they admit the need for training to expand their production and export capacity, especially in areas like technical production techniques and growing new crops. 

III. Tourism  
1. The tourism industry in the Arab Mashreq countries has had a bad time because of the heightening Palestinian Israeli conflict and the repercussions of the 11/9 event.  

2. The enterprises that are involved in the industry (hotels, travel agencies, restaurants, tour agents and organizers, museums, transport and car rental companies, etc.) are very young businesses; most of them were established in the mid-1980s. 

3. With the exception of the big chain hotels, the enterprises in this sector are mostly family-owned and home-capitalized. Generally, and in terms of capital, turnover, and manpower, they fall in the SMEs category. 

4. In Jordan, Syria, and Lebanon, the incoming visitors/users of the facilities and services of these businesses come from the Arab Gulf states then Europe. In Egypt, they come primarily from the EU, then from the Gulf region. The Palestinian tourism industry has been virtually inactive for sometime. 

5. Jordan has a competitive advantage in therapeutic tourism, Syria in historical tourism, Lebanon in areas relating to eco-tourism, shopping, and entertainment, Palestine in religious tourism and Egypt in historical and event-organizing tourism. 

6. Most of enterprise owners or representatives are not aware of any agreements or protocols on tourism in the Arab Mashreq countries. They depend mostly on direct contact and visit or agents abroad to attract visitors, tourists, and travellers. 

7. Promoting tourism, according to enterprise representatives of the industry, calls for effective publicity and marketing, and good media. They also want governments to ease the entry and stay procedures for tourists. 

8. Almost all the enterprises look for better future cooperation with their counterparts in the Mashreq region and outside, especially in the Gulf, the EU and the United States.

9. Small portions of tourist enterprises believe that they need no training to upgrade their capacity and efficiency. Most enterprises, however, say that the need such training, especially in computerization, service delivery, maintenance, promotion and marketing.   

IV. IT/Electronic Communication

1. Of all the four sectors explored in this study, the information technology and electronic communication industry is the youngest and perhaps the most energetic. The majority of firms in this sector were launched in the five Arab Mashreq countries in the early 1990s, with Egypt and Lebanon taking the lead sometime earlier. 

2. In terms of size, capital, and turnover, the firms are closer to small than to medium enterprises. In Egypt, for instance, nearly two thirds of such businesses are registered as small enterprises with a capital less than a million US dollars. 

3. The proprietors of most of these firms are not family-related, although a considerable proportion of them are family-owned. The firms are locally capitalized and managed, but some are associated with their American, European, or Asian principals by agency right or franchise. 

4. They are heavy importers, of both equipment and hardware and programs. Their activities are therefore centered in trade, application, maintenance, and servicing, with a smaller portion of the firms involved in developing systems, software, and networks. 

5. The largest majority of IT and communication enterprises do not export, and when they do, the value of exports is very low, and their services go primarily to the Gulf area and Iraq and, in the case of Egypt, to Africa. 

6. More than other sectors, the firms suffer from the lack of information on the needs and opportunities outside their local markets. They also face obstacles in exporting their services and products because of competition, customs restrictions, and the absence of reliable agents in other countries.  

7. They also suffer obstacles in importing products and software because of high customs and freight costs and bureaucratic procedures and, in the case of Palestine, Israeli siege and intervention in both the export and import operations. 

8. There are very few bilateral agreements or protocols to regulate and encourage trading and exchange in the IT and electronic communication industry in the Mashreq countries and outside. 

9. The firms believe that the best way to encourage cooperation in their business is exhibitions and fairs, followed by direct contact and visits to the markets in other countries. Visits are particularly beneficial.  

10.   The enterprises are, by definitions heavy users of IT and communication applications. Most of them, however, report that they require further training to improve efficiency and upgrade export capacity. The training they require centers on technical processes and operation, design and development of systems and programs, and marketing.         

A Comparative Report on the 

Results and Trends in the Public Surveys

(Jordan, Syria, Lebanon, Palestine, Egypt)

First:  Key Local Problems 

In the five public surveys, respondents’ attitudes nearly converge and focus on three or four issues, which, to them, are the most important problems in their countries. 

In Jordan, and as measured by the respective percentages of the sample, the most important problems are the local economic situation (31%), unemployment (30%), the Israeli occupation and the shaky peace process (29%) followed by financial and administrative corruption (4%). 

Syria faces similar problems, but with a slight change in the order. The first is the Israeli occupation (35%), followed by the economic conditions (21%), then unemployment (20%), and financial and administrative corruption (12%).  

The same problems are viewed in the same order but by different percentages of the Palestinian sample that underscored the Israeli occupation (76%), then the economic situation (38%), and unemployment (26%), then corruption (12%). 

For the Lebanese respondents, the most significant problem is the economic situation (40%), followed by unemployment (23%), then the public debt (18%) and financial and administrative corruption (16%).  

The Egyptians, on the other hand, focused on unemployment as their most important problem (37%), followed by the Israeli occupation (29%) then the economic situation (22%). It may be noted here that the problem of financial and administrative corruption is making its presence increasingly felt as a public concern. 

Second:  Assessment of the Economic Situation 

Parallel to identifying the major local problems, respondents in the five public surveys seem to concur in giving a negative assessment to the economic situation at present and as they now see it next year. 

To the Jordanian respondents, the situation is generally somewhat bad (35%), or somewhat good (0033%), but will remain unchanged for the next 12 months (26%), or will be somewhat better (20%), or will be somewhere between somewhat bad (20%), and too bad (14%).  

The Lebanese give a more negative perception of their economy. The largest majority (69%) believes that the economic situation in Lebanon is very bad or somewhat bad (25%), and expects the situation in the foreseeable future to become much worse (38%) or somewhat worse (25%) than it is now. 

The situation in the eyes of the Palestinians will be even much worse than it is now. An overwhelming majority of them report that their economic situation is very bad (85%), or somewhat bad (11%), but expect it to be much worse (40%), or somewhat worse (23%) one year ahead. 

The respondents’ negative appraisal of the current and future economic situation in Palestine, Lebanon and Jordan takes a different direction in Syria and, to some extent, in Egypt. The Syrians believe that their current situation is somewhat good (60%), or somewhat bad (34%), and will be somewhat better (45%), or much better (19%), or will remain as it is in the near future (7%). 

In the eyes of the majority of the Egyptian sample, the situation is good (52%), or very good (7%), or somewhat bad (29%), or very bad (12%). They expect it to be somewhat better (47%), or much better (12%), or somewhat worse (15%), or much worst (6%) next year. 

The grim view held by the Jordanian, Lebanese and Palestinian samples, and the relatively more positive outlook of the Syrians and the Egyptians are also reflected in the samples’ expectations of the living standards of the future generation. The next generation will have a poorer living standard in the eyes of (49%) of the Jordanians, and (53%) of the Lebanese, and (39%) of the Palestinians. However, (61%) of the Syrians and (48%) of the Egyptians believe that the future generation will have a better living standard. 

Third:  Assessing Significant, Developing, and Receding Sectors 

Respondents were asked in the five surveys to give their views on the economic sectors which, they think, are important in their countries and those that have been developing or receding over the last three years. The responses were similar, but with different sequence of the sectors in the first part of the question. 

For a large portion of the Jordanian sample, the most important sector was trade and commerce, followed by industry then agriculture. Most Jordanians believe that the sectors of IT/electronic communication and human development have been in a state of development and growth whereas agriculture, trade, and tourism were receding. 

The Lebanese think that tourism, trade, and agriculture are the most important sector in their economic life, and that growth was experienced in the IT/electronic communication sector and that recession has affected the trade and agriculture sectors. 

To the Palestinians, agriculture, trade, and industry are the most significant sectors, and while construction, trade and IT/electronic communication sectors have witnessed growth, tourism, agriculture and transport have suffered recession. 

While the Syrians think highly of their agriculture, they believe that all sectors in their country have experienced growth and expansion or, at least, remained unchanged for the last three years. 

This assessment is close to the attitudes expressed by the Egyptian sample. The respondents believe that agriculture, tourism, and industry are the most important sectors in Egypt and that all sectors have undergone growth with the exception of tourism, which has been effected by recession. 

Fourth:  Factors Bearing on the Economy in the Next Decade. 

There are many points of agreement in the respondents’ judgment on the factors that are likely to leave their impact, in a positive or negative way, on the development of the national economy during the next decade. In the Jordanian sample, the positive factors include, in a descending order, government support to small enterprises (70%), then Arab investments, Arab grants and aid, and private sector investments (66%), then joining an Arab Trade Organization (45%), and partnership agreements with the EU (36%). The Syrians share the Jordanians’ views on all accounts, albeit with larger percentages that range from supporting private enterprise (82%) to joining the EU partnership agreement (59%). The Egyptian sample endorses these positive factors in large percentages but in different order that goes from joining Arab-Arab trade agreements (94%) to partnership with the EU (77%). It is interesting to note that the majority of Egyptian respondents (71%) add the peace treaty with Israel to the list of positive factors that will influence the development of their country’s national economy in the future. The large majority of the Lebanese respondents, on the other hand, share the perceptions of the Jordanians and the Syrians in underscoring the role of small enterprises (74%) and Arab aid and grants (68%) in developing the economy in the future. Supporters of the future role of subscribing to EU partnership agreement, however, represent only (17%) of the sample. Unlike the Lebanese, the Palestinians pin high hopes on the assistance of donor countries (65%) and World Bank aid (57%), and economic relations with the Arab countries (55%). Nearly a quarter (24%) of the respondents include the economic policies of the Palestinian Authority, particularly the tax policy, in the positive list. 

Respondents in the five countries agree on fewer pints when they survey what, in their view, is the list of factors that will have a negative influence on the national economy in the next decade. There is nevertheless a kind of consensus, and in large percentages of the Jordanian, Syrian, Lebanese, and Egyptian samples, against foreign loans and borrowing - (52%), (49%), (80%), (72%) respectively, and against privatization in Jordan (55%), and Lebanon and Egypt (46%). Besides, other negative factors are reported by large proportions of the respondents in one country or the other. Notable among these in Jordan are the peace treaty with Israel (75%), the free trade agreement with the United States (35%), and the IMF and World Bank programs (32%). The Syrians, on their part, caution against foreign aid and grants (%), and foreign investments (%). In Palestine, the negative factors include corruption (%), followed by restrictions imposed by the Israeli occupation forces on the movement of persons and goods between the West Bank and the Gaza Strip (%), and the present political situation (%), the Oslo Agreement and the Palestinian – Israeli economic accord, the economic relation with Israel and the economic policies of the Palestinian Authority. 

Fifth:  Formal Bilateral Relation. 

There seems to be no significant difference in the way the survey samples assess bilateral relations among the five countries or in their call, in slightly varying degree, for consolidating such ties. Most Jordanian respondents describe the relationship between their country and Syria, Lebanon, Palestine and Egypt as somewhat good and very good, and their largest majority calls for strengthening them. This is also the evaluation given by most respondents to their countries’ relationship to the other four states. A small variation appears in the Syrian sample where about half the respondents describe the relationship with the Palestinian Authority as good, whereas about (25%) believe it is bad, although the large majority of the Syrian sample calls for strengthening formal relations with other Arab government, including the Palestinian Authority. On the other hand, two thirds of the Lebanese respondents report that political relations between their country and Jordan, Syria and Egypt range between somewhat good and very good, and about one third believe that relations are good with the Palestinian Authority. At the same time, about a quarter of the Lebanese are in favor of delimiting relations with Syria, and one fifth call for restricting relations with Egypt and the Palestinian Authority.  

The same appraisals and preferences apply, largely, to the formal economic relations. The variations are also similar in the case of the Syrian and Lebanese samples. About a third and a half of the Syrian and the Lebanese respondents respectively think that relationships with the Palestinian Authority are either bad or very bad, but one fifth of the Lebanese call for delimiting such ties or just maintaining them as they are.  

Sixth:  Areas of Competition among Activities and Countries. 

Respondents were asked in the public surveys to assess the competitive of their countries in certain activities and productive sectors, as well as the competitive advantage for these activities in the four other countries under review. 

To a large percentage of the Jordanian sample, Jordan and Egypt enjoy a competitive advantage in tourism and information technology, and Egypt and Syria in industry, and Syria and Palestine in agriculture, and Egypt and Syria in business and trade. For the Syrian respondents, Egypt and Syria have such advantage in industry, agriculture, and information technology. The Lebanese believe the, together with Egypt, are competitive in information technology and tourism. The Palestinians, on the other hand, think they share this advantage with Egypt in agriculture, but they recognize the Egypt and Syria have an edge in industry, and Egypt and Lebanon in tourism, and Egypt and Jordan in information technology. Egypt, for the Egyptian sample enjoys competitive advantage in the areas of industry and agriculture with Syria, in tourism with Lebanon, and with Jordan in information technology.  

Seventh:  Arab Mashreq Economies between Competition and Integration  

From another angle, the respondents in the five surveys identified, in broad terms, the scale of integration and competition between the economy of their countries on the one hand, and those of the four other countries on the other.  The Jordanians think that their economy is closer to integration to that of Palestine (55%), and Syria (47%), and Egypt (42%), and Lebanon (41%), but, to a lesser degree, more competitive with the economy of Egypt (36%), and Syria and Lebanon (35%). The Syrians, on the other hand, believe that their economy is more integrative with that of Lebanon (69%), and Jordan  (62%), and Palestine (52%), but, also to a lesser degree, more competitive with the economy of Egypt (33%), and Jordan (20%) and Lebanon (17%), and Palestine (9%). The Lebanese maintain that their economy is closer to integration to that of Jordan (66%), but is highly competitive with the economies of Syria, Palestine, and Egypt. The Palestinians also believe that their economy is more integrative with that of Jordan (66%), and more competitive - also with Jordan (39%) - and Syria (34%), and Lebanon (26%). 

Eighth:  Economic Cooperation and Impeding Obstacles.

As shown elsewhere in this field study, the respondents in the five public surveys were overwhelmingly in favor of consolidating Arab economic cooperation, including the Arab Mashreq countries. They recognize that elements of integration often prevail over conflicting views and competitive tendencies in the five countries. They realize in all cases that there are obstacles that impede or abort their attempts to achieve an appropriate level of multilateral exchange and cooperation. It is often difficult to tell from the respondents’ feedback whether obstacles to cooperation are attributable to the parties concerned in the exporting country or in the importing destination. 

According to the a large segment of the Jordanian respondents, obstacles to economic cooperation with the four other countries rest mainly in domestic political instability, bureaucratic complications and financial and administrative corruption. For the Syrians, obstruction is caused by the lack of steady and consistent government policies in the cooperation issue, and the prevalence of corruption. The Lebanese sample also highlighted the absence of stable government policies, but added the discrepancies in legislations and regulations. The obstruction of cooperation in the Palestinian territories stems from the Israeli occupation, domestic political instability, government policies, and financial and administrative corruption in the Palestinian Authority. The Egyptian sample reports that the impediments are a result of political instability in the other country, and the lack of skilled labor. 

Ninth:  Results of Capital and Commodity Transfer and Labor Mobility.  

The characteristics of competition and integration and the necessity of cooperation may be sufficiently clear to allow respondents to make brood generalizations at the macro level of the economies of the countries under study. When the elements that constitute economic exchange and cooperation in the Arab Mashreq countries converge, immediate interests may take precedence over ambition and goodwill. This applies specifically to the respondents’ evaluation and position toward the consequences of liberating the transfer of a number of essential constituents of economic exchange such as labor, capital and commodities between one country and the other.  
Labor Mobility:  According to large percentages of the Jordanian sample, the impact of unrestricted labor movement between Jordan and Syria on the local labor market will be more on the positive (35%) than the negative side (41%). And so will be the case with Lebanon (49%) and (35%), and more on the positive (52%) rather than the negative (32%) side with Palestine. The percentages in the case of Egypt are fairly close; (44%) and (43%). The overwhelming majority of the Syrians believe that the influence will be much more positive in the case of free labor movement with Jordan (78%), and much more so with Lebanon (83%), and less with Palestine (62%) and Egypt (64%). The Lebanese, on the other hand have a different view; free labor mobility will have very negative consequences on their labor market, especially in the case of Syria (68%), and Egypt (62%), and to a lesser but still large degree with Palestine 54(%) and Jordan (48%). The Palestinians tend to highlight the highly positive influence of unrestricted labor mobility with Jordan (62%), and Syria, Lebanon, and Egypt (about 50%). The Egyptian sample thinks on much the same lines; the respondents believe that free labor moves will be in their benefit in the case of Jordan, Syria, and Lebanon (75%), and with Palestine (61%). 

Capital Transfer:  Large and dominant percentages of the respondents in all the surveys – except Lebanon – tend to underscore the high benefits of free capital movement from one country and the other. The percentages of respondents who support such move in the Jordanian, Syrian, Palestinian and Egyptian samples range from (58%) and (80%). The perceptions of the Lebanese in relation to a free capital transfer are less supportive; they range, in a descending order, between (60%) and (47%) in the cases of Jordan and Palestine respectively. 

Transfer of Commodities: with the exception of the Lebanese respondents who express some reservation, the samples in the four other surveys show high enthusiasm and support for an unhampered move of goods and services from one country to the other. The Jordanians, with percentages ranging from (72%) to (75%), believe that such unrestricted commodity transfer among the five countries will have a positive impact on Jordan’s trade balance. The Syrians place a higher positive value on such move with proportions ranging from (88%) with Lebanon to (80%) with Palestine. The Palestinians appreciate the same advantages, and with very high percentages of the respondents: (84%) with Jordan and over (75%) with Syria, Lebanon and Egypt. The Egyptians, on their part, think in very large percentages ranging from (87%) and (80%), that a free transfer of commodities with Jordan, Syria, Lebanon and Palestine will have a positive impact on Egypt’s trade balance. 

Tenth:  Attitudes toward Integration within Arab and Regional Frameworks 

The respondents’ views on bilateral political and economic relations with Arab countries and a few non-Arab countries in the region seem to maintain a sense of continuity and consistency. Their attitude toward Israel, however, is decidedly negative and more stringent. 

Formal political relations are described by (60%) of the Jordanian sample as somewhat good or very good with Turkey, and by a slightly smaller proportion (55%) with Iran. They are somewhat bad (32%) or very bad (37%) with Israel. As for the future, the Jordanian respondents called for strengthening political relations with Turkey (64%), and Iran (70%), but for delimiting such ties with Israel (73%).  

Economic relations received similar appraisal by the Jordanians who called for strengthening the ties with Turkey and Iran (73%), and downgrading them with Israel. 

In their responses to open-ended questions, the respondents gave a wide range of areas of competition between the Jordanian economy and the Turkish, Iranian, and Israeli economies. For example, the areas where respondents believe, with varying percentages of the sample, that Jordan can compete with these countries, respectively, are: the phosphate, leather, clothing, detergents, and pharmaceuticals (15%), (11%), (05%), as well as agriculture, vegetable export, food industries, and meat (12%), (6%), (5%). Nevertheless, large proportions of the respondents reported that they are not aware of the areas where Jordan can compete with Turkey, Iran, and Israel (48%), (58%), (18%). 

In both the industrial and agribusiness activities, Jordan’s competitive capacity appears to be modest when compared to that of Turkey, Iran, and Israel. The respondents responses suggests that those three countries can, respectively, compete with Jordan in the first category of activity (29%), (22%), (15%), and in the second category (9%), (4%), (6%).  However, very high percentages of the respondents reported that they do not know much about the areas where Jordan can compete with Turkey, Iran, and Israel (48%), (62%), (57%). 

It may be noted here that the respondents’ views on competitive capacity, including their lack of knowledge of the areas of competition, are largely impressionistic in nature, and are expressed by a mixed sample of the public, and not by an experienced and more knowledgeable category of specialists in productive economic activities. 

The survey touched upon the respondents’ perceptions about the most beneficial alternative for Jordan in terms of regional integration. The results suggest that, for (25%) of the sample, the best alternative is economic integration agreements that combine Jordan and Arab and Islamic states, followed by integration agreements that bring together the Arab Mashreq countries (Jordan, Syria, Lebanon, Palestine, and Egypt) (22%). The third option, according to (18%) of the sample, was the establishment of an Arab free trade zone or an Arab common market.    

The feasible option for the Jordanian respondents was in correspondence with their preference with what is best for Jordan’s economy, with a slight difference in the percentages (24%), (23%), (10%). 

Respondents in the Syrian sample believe, in an overwhelming majority (84%), that Arab trade agreements will have a positive effect on their country’s economy. Most of them (61%) also think that joining the WTO will have a positive impact on Syria whereas (8%) believe the effect will be negative and (1%) report it will have no effect., and (29%) are not sure whether the consequences will be positive or negative. A close percentage of the respondents (59%) think that Syria’s subscription to the EU partnership agreement will have a positive effect on its economy against (9%) who think the outcome will be negative while (30%) of the respondents are not sure whether the result will be positive or negative. 

A considerable proportion (43%) of the Lebanese respondents rate the relations between their government and those of Turkey and Iran as somewhat good, and the majority (62%) of the sample calls for strengthening formal economic ties with the two countries. Tourism seems to be the only activity in which Lebanon, according to the respondents, can compete with Turkey (24%) and Iran (23%). 

There are many different areas of competition between the Turkish and Iranian economies and the Lebanese economy are. Turkey, in the eyes of  (43%) of the respondents, can compete with Lebanon in the fields of phosphate, chemicals, and car instruments while Iran can compete in industries. 

In the larger regional context, (22%) of the respondents believe that joining a partnership agreement with the EU is the most beneficial option for the Lebanese economy vis-à-vis (21%) who think that the best alternative lies in joining bilateral trade integration agreements with the Arab Mashreq countries (Jordan, Syria, Lebanon, Palestine, and Egypt). To (30%) of the respondents, however, the most feasible option for Lebanon is to join a partnership agreement with the EU. 

The Palestinians, on the other hand, believe that integration agreements with the Arab Mashreq countries (Jordan, Syria, Lebanon, Palestine, and Egypt) are the most beneficial to their economy (21%), and most feasible alternative will be (28%). Second to these, an Arab free trade zone or an Arab common market will be the most feasible option (20%). 

At the regional level, the respondents describe the official political relationship of the Palestinian Authority with the governments of Turkey and Iran as somewhat good, but as very bad with Israel. There was therefore a call for strengthening the relations with the first two countries, and a request, by the majority of the sample, for delimiting the ties with Israel. These perceptions also apply to the respondents’ evaluation of certain aspects of the Palestinian economy which, in their view, has no capacity to compete with the economies of the other three countries. It is nevertheless interesting to see that (28%) of the respondents report that their economy can compete with the Israeli economy, while (31%) think otherwise. 

According to the majority of the Egyptian sample, political relations with Turkey are good (84%), and must be strengthened (75%), and so are the relations with Iran (80%). Relations with Israel, on the other hand, were rated as good by only (16%), and there was a request to improve such ties by only (8%) of the respondents. 

The respondents describe Egypt’s economic relations with the three parties on much the same grounds. Economic ties are good with Turkey (84%) and Iran (74%), and must be strengthened with both (79%), (80%). On the other hand, economic relations with Israel are described as good by only (20%), and there was a call t to upgrade these ties by only (7%) of the sample. 

Agriculture is the first activity in which Egypt can compete with Turkey (44%), and Iran (40%) and Israel (32%), whereas these economies can respectively compete with the Egypt in the field of industry (54%), (62%), (46%). 

In the framework of larger economic cooperation, (20%) of the Egyptians believe that an Arab free trade zone is the most advantageous option for their economy, followed by trade agreements that bring together Egypt and other Arab and Islamic countries (19%).  Of these alternatives, an Arab free trade zone is the most feasible option according to (21%) of the respondents, followed by integration agreements with the Arab Mashreq countries (20%) while (4%) of them think that the most feasible option is the partnership agreement with the EU. 

Eleventh: Aspects of the Sociocultural Dimension of Bilateral Cooperation 

The respondents in the public surveys were asked questions relating to practices and attitudes that may give an indication to the extent of social and cultural cooperation among the five societies. It was assumed that such practices and attitudes would somehow influence the processes of bilateral and multilateral economic cooperation. 

It is interesting to note the scarcity of the sweeping majority of the Jordanian respondent’s visits to neighboring Syria, as well as to Lebanon, Palestine, and Egypt over a 12-month period. The scantiness of visits to Syria applied to (87%) of the sample, and reached an extreme (97%) in the case of visits to Egypt. The visits made by the small proportions (3% to 13%) of Jordanian respondents were largely for tourism in the case of Lebanon (57%), Syria (48%), and Egypt (39%). Visits to the Palestinian Territories were, as expected, for family purposes. Visits motivated by practical considerations such as business transactions, purchase of goods or services or employment or job opportunities, generally reach their highest in the case of trips to Egypt (39%), the Lebanon (24%), and Syria (21%). The reasons for not making any such visits for the Jordanian respondents ranged in the case of Palestine and Egypt, for example, from financial inability (56%) and (61%), and lack of incentive or opportunity (18%) and (24%) respectively.                  

Parallel to these indicators, it must be taken into consideration that the preferred vacation countries for the Jordanian respondents are Palestine (39%), then Syria (39%), and Egypt (39%). Should the respondents or their children be offered the opportunity to have university education in one of the five countries, (30%) of them would prefer Jordan, (26%) Egypt, and (17%) Syria. 

The Jordanians seem to be more taciturn if they were offered a well-paying job in one of these countries. A considerable portion of the respondents would not go for work in any of the four countries, but (19%) preferred Lebanon, (18%) Palestine, (14%) Syria and (12%) Egypt. It would be interesting to juxtapose such preferences with the views outlined earlier in this report on labor mobility in Jordan, Syria, Lebanon, Palestine and Egypt, and the apprehension shown over the impact of Egyptian workers’ employment on Jordan’s labor market.      

In this context, there appears to be no correlation between to work preferences or their attitudes to labor mobility on the one hand and their estimates of income comparability. Only small portions of the respondents think that per capita income in Jordan is similar to that in Palestine (10%), or Syria (7%) or Egypt (6%) or Lebanon (5%). Over or (25%) of the respondents report that per capita income is not at all comparable. The view of the rest of respondents are divide between those who think that incomes are very close and others who think they are only slightly similar to each other. 

One gets a somewhat different picture after examining the respondents’ views on the measure of social and cultural resemblance, and the necessity for maintaining communication and exchange of information between the Jordanian society and its counterpart in the four other Arab Mashreq countries. The Jordanians believe that their customs and traditions are very similar to the Palestinians’, according to (81%) of the respondents, moderately close or largely similar to the Syrians’ (45 % and 30%), moderately close to the Egyptians’ (40%), and moderately close/dissimilar with the Lebanese (25% - 25%). 

In terms of another form of social and cultural rapprochement, the overwhelming majority of the respondents in Jordan support the development of joint artistic works with Syria and Palestine (90%), and Egypt (89%), and Lebanon (87%).  

The sweeping majority if the Syrian respondents have not visited Jordan, Lebanon or Egypt inspire of the geographic proximity and social rapprochement with these countries. The reasons for not making the visits are either financial inability, lack of interest or complications in travel procedures.  Over (60%) of the respondents believe that the current level of cultural exchange with Jordan, Lebanon, Palestine, and Egypt is inadequate. The sweeping majority of the sample (93%, therefore, support the exchange of newspapers and publications between Syria and the other four countries, and over (95%) of them call for joint artistic projects between their country and Jordan, Lebanon, Palestine and Egypt. 

Visits by the Lebanese to other Mashreq countries are also scarce. During the past 12 months, the overwhelming majority of the respondents in the public survey (94%) have not visited Jordan or Syria, or Palestine (99%), or Egypt (95%). The reasons for not visiting Jordan (47%), and Egypt (57%) are financial, and the lack of interest for Syria (32%). Palestine could not be visited for political reasons (34%). A majority (59%) of the Lebanese respondents prefer to have their vacation in Egypt, followed by Syria (10%), then Jordan (9%) and Palestine (4%). Small proportions, however, would want university education for themselves or for their children in any of the four other countries. For those who are willing to do so, Egypt would be their favored country (22%), followed by Syria (10%) , then Jordan (6%). 

Over one third (34%) of the Lebanese respondents had no country in mind to work in. If they were offered good pay, however, they would give Egypt the first (23%) and second choice (6%), and Syria would come third (7%) and Palestine fourth (14%).  

The majority of the Lebanese sample expressed a highly favorable attitude toward cultural relations and information exchange with Jordan, Syria, Palestine, and Egypt, although the respondent stressed that cooperation in this field is still inadequate. This is especially the case in such areas as the exchange of newspapers and publications, and the production of joint artistic work. 

One the other hand, the Lebanese believe that their customs and traditions are close to those in the other Arab Mashreq societies, although per capita incomes are not at all similar. 

In the Palestinian survey, the respondent reported almost unanimously that financial incapacity was the main cause for not visiting other Arab countries. The majority made no such visits to these states with the exception of Jordan (22%) for family reasons (55%), and Egypt (12%) for tourism (28%). If they had the chance, Egypt would be the Palestinians’ first choice for vacation (31%) and university education (32%), and Jordan would be the most attractive work destination (15%). 

A large majority (70%) of the Palestinians believe that their customs and traditions are highly similar to those of the Jordanians, and moderately close to the Syrians’ (46%) and the Egyptians’ (37%), but only little close to the Lebanese way of life (33%). On the question of per capita income, the Palestinians think that their standard is moderately close to Jordan’s (39%), and little close to the Syrian (32%), but far removed from income levels in Egypt and Lebanon (37%). 

The Palestinians express much willingness to enhance cultural, artistic and information cooperation and exchange with the four other countries. Most of them believe that the current level of exchange is inadequate and must be promoted and upgraded. 

Scarcity is the salient feature of the Egyptians’ visits to the Arab Mashreq countries. During the last year, (99%) of the respondents made no visits to Jordan or Syria, and none to Lebanon or Palestine. The lack of incentive was the main reason for not visiting these countries. The motive for the small proportion that made such visit was work in Jordan (75%), and tourism in Syria or Lebanon (50%). The favorite country to which Egyptians wish to travel for vacation is Lebanon (41%), then, interestingly, Palestine (75%).  

In case they were offered good pay for work in any of the four countries, the Egyptian respondents would give Jordan the first (28%) choice, and Lebanon the second (22%), and Syria would come third (15%).   

The overwhelming majority of the Egyptian respondents believe that their customs and traditions are highly similar to those of the Jordanians and the Syrians (94%) and the Lebanese (86%), and the Palestinians (93%). They also show support, in very large proportions that range between (93%) to (95%), to enhancing artistic cooperation and exchanging newspapers and publications with Jordan, Syria, Lebanon, and Palestine. 

Eleventh: On Israel and Peace 

The Jordanian respondents express extremely pessimistic views on the prospects of peace between Israel on the one hand, and the Palestinians, the Syrians and the Lebanese on the other. The larger majority of the sample believe that a peace treaty will not be concluded until after ten years between Israel and the three Arab parties (70%), (64%), and (64%) respectively. The proportions of those who think that peace would be concluded after one year, five years, or even ten years from now cannot, on average, go beyond (9%), (14%), and (13%) for the three Arab countries. About (20%) of the respondents said they did not know the answer to this question.  

Respondents in the other public surveys in which such question was asked were not less pessimistic about peace in the short-to-mid term. In the Lebanese survey, (39%) of the respondents ruled out an Israeli – Palestinian peace treaty until after ten years from now while (20%) of them said they did not know. This is also the expectation for peace between Israel and Syria by (35%) of the Lebanese correspondents, of whom (26%) said they did not know. Close percentages (32%) and (25%) of the Lebanese respondents gave the same grim outlook to peace between their country and Israel. 

Greater pessimism was shown by the Egyptians. The larger majority of the Egyptian respondents believe that a peace treaty will not be concluded until after ten years between Israel and the Palestinians (68%), the Syrians (52%) and the Lebanese (52%). 

Common or Predominant Trends 

A comparative analysis of the results of the field surveys reveals opinions expressed by the majority or by high percentages of the respondent samples - of enterprises and individuals alike. The findings display the following salient trends and tendencies. 

· Taking into consideration the special and exceptional nature of the Palestinian condition under Israeli occupation, the majority of the respondents in the five countries tend to emphasize three of the domestic problems they face: bad economic situation; unemployment and financial and administrative corruption.  

· The greater part of the respondents holds a grim of the economic situation for the foreseeable future. They look with a sense of pessimism even at the living standards of the future generation. 

· There was apprehension in the countries concerned at the negative impact of economic and political relations with Israel, and, in countries where the issue was addressed, the respondents were skeptical about the possibility of concluding peace over the next two years between Israel on the one hand, and Syria, Lebanon and Palestine on the other. 

· The majority of the respondents expressed fear of the negative consequences of foreign loans and, to a lesser extent, of privatizing public enterprises and turning them over to the private sector, as well as of the programs of the International Monetary Fund and the World Bank. 

· The opinions of the majority of the respondents, on the other hand, tend to prefer a number of options and alternatives for achieving economic development. At the domestic level, these include promoting small enterprises and encouraging private sector investment. Within the Arab framework, they entail attracting Arab investments, aid and grants, and the establishment of a common Arab market and an Arab free trade zone.  

· High percentages of the samples under study were in favor of subscribing to partnership agreements with the European Union and joining the World Trade Organization. 

· In respect of the productive sectors, most of the enterprises look for better levels of cooperation with their counterparts in the other countries. They nevertheless find fault with the meager information they have on the market and opportunities offered outside their own countries, and complain about the difficulties and impediments they face in exporting their products to outside markets. 

· A high percentage of the firms under review stressed the complementary nature of their products. Fewer enterprises were inclined to highlight the competitive quality of their output in the other countries. 

· In terms of social practices and cultural orientations that are related to Arab economic cooperation, reciprocal visits among the five societies were scarce. Lowe, still, was the rate of mutual visits made for purposes of trade exchange and cooperation. 

· Despite the scarcity of visits, the sweeping majority of all the respondents in the public surveys underscored the great similarity of customs and traditions in the five countries, and called for closer communication and a better exchange of information, as well as newspapers and publications, and the production of joint artistic works among these countries. 

A comparative analysis of the trade exchange in the sectoral activities in the five countries suggests a number of significant features. 

1. According to the respondents, the import levels among the five countries are remarkably low. This is despite the fact that, except for bureaucratic obstacles inside Egypt, the enterprises under study gave no indication of major hindrances to the import process. 

2. The enterprises face no major hurdles in exporting their products to other countries, except the Palestinian Territories, and no holdups except bureaucratic procedures in Egypt. 

3. Export levels are low among the Arab Mashreq countries, especially in agribusiness, when compared to the industrial sector. 

4. There are indications that there are obstructions to export from Jordan to Lebanon, and from Jordan to the Palestinian Territories in addition to bureaucratic obstructions to Egypt’s exports to other Arab countries. 

5. Although the IT/electronic communication sector is fairly new, the export of products in this area is as low as that in agriculture, in spite of the fact that such firms face no important obstacles in exporting to each other. 

6. The respondents see no evidence of a tangible export movement of IT products among the Arab Mashreq countries. This raises questions over the potential for developing the industry to a level where it may have a real opportunity to upgrade the degree of exchange in this sector. 

Furthermore, the findings of the various field surveys present a multitude of pointers to the best ways for achieving higher levels of cooperation and integration in the Arab Mashreq. The comparative results of the sectoral surveys, that take into account the concrete experiences if the private sector, suggest a large number of and clues for promoting and generating a more effective exchange among the productive enterprises in these countries. 

These include, among other moves: 

1. An expansion of bilateral agreements and trade protocols, especially in the industrial and agricultural sectors; 

2. A more active exchange of mutual business ‘field’ visits by private sectors representatives in the Mashreq countries; 

3. Organizing more trade fairs and exhibitions for the products and services of firms in the countries under review; 

4. Bridging the huge information gap in the data bases of the markets and enterprises, particularly in the industrial sectors of the Arab Mashreq countries; 

5. The comparative analysis of the data of the four sectoral surveys (industry, agriculture, tourism, and IT and electronic communication in the five countries suggests a wide application of the Internet and other forms of information technology. 

6. With the pressing need for market information among exporters and importers in the region, it is recommended that a unified website be developed and maintained to promote intra-Mashreq and regional trade exchange economic cooperation. 

7. The proposed website will facilitate the propagation and exchange of data on products, export capacities, certified quality, opportunities, demand and supply in the various sectors. Once launched, it may well soon develop into an efficient and effective prototype for a B to B mode of exchange among producers and end-users, thus promoting and encouraging economic cooperation in the region.
(*)  See: Center for Strategic Studies, University of Jordan 
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