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In his address to the nation on 1st March 
1992, King Fahd of Saudi Arabia outlined 
his programme of reforms in the Kingdom. 
Not only did he promise his people to start 
his long-awaited "reforms", but he also 
outlined the scope of this “Royal Offer”. 
The reforms were to take effect in three 
areas; the essence of rulership, the Con
sultative Council and the Rural Govern
ment. As was expected, the regime will 
remain in the progeny of King Abdul Aziz 
Bin Abdul Rahman Al Saudby inheritance, 
and the King will continue to assume the 
powers enabling him to do almost every
thing he wants. He will designate a succes
sor, or more politely, a Heir Apparent, 
assume the General Command of the armed 
Forces, appoint the 60 members of the 
Consultative Council, dismiss anyone or 
all of them, dissolve the Council, and as
sume absolute power that can’t be dis
cussed by the appointed Council.

sell well with the much enlightened Saudi 
masses. The 60 members of the proposed 
Council are to be appointed rather than 
elected. This again will enrage the public 
since it implies a total lack of confidence in 
the people and is therefore unlikely to be 
met with acceptance. The myth that the 
region is not yet ready for democracy has 
long been superseded.

The people of the Gulf region are as 
strong in their appetite for democracy as 
other nations with deeply-rooted demo
cratic systems. Perhaps the Saudi regime is 
placing itself at the forefront of the “Demo
cratic Trend” in order to shield the weaker 
ruling families in the other Gulf states. But 
it is unlikely to succeed since there is 
nothing in the Royal Decree will appeal to 
the people who have been struggling to 
achieve a degree of freedom, dignity and 
respect. The Saudi reforms are limited and 
have given nothing away to the people. In 
his comment on the "reforms", Professor 
Fred Halliday of the London School of 
Economics in London said; "There are 
some obvious questions to be poised straight 
away. These reforms are, by the standards 
of the late twentieth century and even by 
those of the nineteenth century, wholly 
inadequate; no direct elections, no legally 
guaranteed powers for the assembly, no 
right to form political parties, no freedom 
of the press... The right of women to legal 
and political equality remains denied. 
Womenarenotevenallowedtodrive". The 
Qataris who signed a petition in January 
and handed it to the ruler will not be im
pressed by the Saudi initiative and will 
pursue their demands with vigour.

j Perhaps the most significant achieve
mentin the whole process is that King Fahd 
has this time fulfilled a promise he had 
madeseveral times since heassumedpower 
following the death of his brother, Khaled, 

> in 1982. Ten years earlier the promise had 
been made by King Faisal who was mur
dered by one of his nephews in 1975. On 
numerous occasions, the “Guardian of the 
Two Holy Places” promised his people a 
Consultative Council, but he never ful
filled any of these promises. This lime, the 
situation is somewhat different. The stand 
of the Kingdom in the eyes of the Muslim 
world has been so weakened that a strong 
show was needed to restore the faith in his 
ability to continue as the King of the richest 
and most sacred Muslim land. Further
more, the internal situation has, over the 
last 20 months, been transformed funda
mentally, and a tendency for some sort of 
democracy has thrived. The balance of 
forces has been shifting away from the 
continuation of the status quo characterised 
by absolute kingship towards a more rep- 
=:sentative form of state. This is in contrast 
ith the idea of a fundamental change, a 

; ossibility much opposed by the hereditary 
.egime in Riyadh.

On both extremes of the political spec-

Bahrain has a well-established, though 
short-lived, experience with the idea of 
elections and its Constitution was en
dorsed by the Emir (i.e. Prince), Sheikh 
Essa bin Salman Al Khalifa in 1973. The 
National Assembly which was dissolved by 
an Emiri (Royal) decree in August 1975, is 
the bottom line below which no govern
mental ploy will ever be trusted. Any idea 
of an appointed Council is flatly rejected. 
The only way forward is through the re- 
spectof people’s wish and the restoration of 
the constitutional life.

Fahd's Reforms: Legitimising Al Saud's Dictatorship
In Kuwait Women Cannot Vote, In Bahrain Men Cannot Vote Either.

trum, forces were coordinating their activi
ties in an attempt to effect a change in the 
regime at any cost. On the one hand, the 
secularists were looking for a more liberal 
style of government, with emphasis on the 
social and political aspects. On the other, 
the conservative forces were in opposition 
to the “Americanisation” of the peninsula. 
The two sides had a lot of excuses to fight 
each other, but they were, nonetheless, 
united in their opposition to the continua
tion of a situation in which the most funda
mental human values are ignored. The King 
has been playing a balancing act until re
cently when he realised that time is running 
short for him if he does not show a sign of 
understanding of public grievances. The 
propaganda machinery of the Al Saud fam
ily, the strongest and the best financed in 
the Arab world, seems to have failed them 
once again. Earlier, this machine had not 
been able to rally the Arab and Muslim 
public opinion behind the King in his bid to 
call upon Washington for help. Today, this 
same machine has failed to calm the calls 
for a change in the form of the ruling 
system. The King had to act quickly, and he 
did earlier this month.

It is unlikely that the promised Con
sultative Council will satisfy the Saudi 
people, especially in the light of the Ku
waiti experiment. When the Kuwaitis go to 
the polls later this year, the extent of fair
ness of the elections will influence public 
opinion in the Gulf, and the Saudi “Democ
racy” will be ridiculed. This is not to say 
that Al Sabah's brand of democracy satis
fies people's aspirations. It lacks the ingre
dients of a truly consultative or legislative 
tendency. Women hav no right to vote and 
the experiment can be halted by an Emiri 
Decree should it become irritating to the 
ruling tribe. People are not looking for a lip- 
service from the rulers. They are not seek
ing favours. What they want is a real demo
cratic approach to the situation which has 
been in total conflict with the most basic 
elements of the Universal Declaration of 
Human Rights adopted by the United Na
tions in 1948. The idea of an appointed 
Council whose powers are subordinate to 
the King who has absolute powers will not
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Gulf and four countries, Bahrain, Qatar, the 
United Arab Emirates and Oman owned its 
shares. Four years ago, the Government of

coordination disappear but the last ten years, 
which is the life of the GCC, have seen a 
real competition between the GCC states.

These disputes have prevented full co
operation. Qatar, for example, has no em-

to ensure the well-being of the tribe, its 
members and the regi me.

The lack of coordination meant differ
ences in opinion in many areas. During the 
eighties, most GCC countries sided with

In fact the similarities in traditions and 
cultural affiliations within the region are so 
great that these people, if given the oppor
tunity to express their opinion, would ac
cept nothing less than total unity. It is the 

ing a lot of disunity.

has had a Dry Dock for repairing ships 
using the Gulf waters for the last 20 years. 
In 1984 Dubai established its own Dry 
Dock! Bahrain has had its own Aluminium 
Smelter since 1968. Dubai duplicated that 
andestablisheditsown Aluminium Smelter. 
Recently Saudi Arabia has also launched 
its Aluminium Smelter Project, thus unnec
essarily duplicating industrial efforts in a 
saturated market.

If Only They Were Serious
Why The GCC Has Failed To Unite The Tribal Regimes

Henderson’s Torture 
oes n

HowA Family Letter Made 
Al Ma 'yoofAVictim of the 
Al-Khalifa's Terror ?

T,.• ■' ■ -' ■ ’ ■ f 

‘ ' On 24 Fdiruaty three people were 
arrested on theirretum from Kuwait via the 
causeway linking Bahrain and S audi Arabia. 
Fadhel Hasan Salman Hasan, Sadek Al- 
Jufairi and Ishaq Ahmed Al Ma’yoof earn 
their living by working in Kuwait From 
time to time, they take a long weekend and 
visit their families. This time they were 
unlucky. As they were trying to complete 
the formalities of enty to Bahrain, they 
were stopped, searched and ordered to rport 

-to-the-Security-and -Intelligence-Service 
(SIS).

Apparently Mr. Al Ma’yoof had a 
family letter in his luggage, a major cause 
for suspicion in Bahrain. On 26th February 
the three went to the notorious department 
and were subjected to all kinds of abuse and 
even torture. The aim was to obtain 
“conessions” of any kind. Mr. Al Ma’yoof 
was told to report the following day whilst 
the other two were released. On his second 
visit to them on 27th, Mr. Al Ma’yoof was 
beaten up again for three hours before 
being asked to go back home and return the 
following Saturday. This time he went 
accompanied by his father, mother, father 
and brothers. Infront of them he was asked: 
Were you beaten or maltreated by us. His 
reply was positive. He was seperated from 
the family and was given another session of 
beating and torture for three hours. He was 
asked to report back the next day, Sunday 
1st March. He was too ill to go on that da; 
and went on Monday instead. He was again 
accompanied by his family which was 
becoming furious about the whole episode. 
The mother fainted when her son was pulled 
from her for another session.

■ Mr. Ishaq Al Ma’yoof was then asked 
to report back on S aturday 7 th Marc h. After 
a session of torture, he was given his passport 
and ordered to report back after the end of 
the Holy month of Ramadhan. His case is 
pending but his health and psychological 
conditions are deteriorating. Undoubtedly, 
this is a case of flagrant violation of the 
most basic human rights and is being 
practiced, non-stop by the Al Khalifa tribe 
in Bahrain. It is ordered by Mr. Ian 
Henderson, the notorious British expeert of 
torture. Some British politicians distance 
the British Government from the actions of 
Mr. Henderson. Others do not believe that 
the Scotsman is engaged in acts of torture. 
But despite all this, the people of Bahrain, 
and the Kenyan people before them attest tc 
the torturous mentality of Ian Henderson.

When the idea of the Cooperation Coun
cil of the Arab Gulf States was first an
nounced more than ten years ago, people in 
the Gulf felt relieved that the artificial 
boundaries among the six countries form
ing the council would eventually be re
moved. Ten years on and none of these 
boundaries has been affected by the con
federation. Perhaps the only area where 
cooperation has survived the political dif
ferences is the Intelligence Exchanges 
among these countries. This is not out of 
concern for the security of the region inas
much as it is a manifestation of the feeling 
of insecurity due to the anger of the people. Iraq in Saddam’s war against Iran. Oman
Many examples may be given to show the -----  —J --J -- ---
extent of antagonism among the GCC coun
ts------------J-------------------
lems. The Saudis are in border conflicts 
with almost all others within the GCC and 
outside it. It has border disputes with Ku
wait, Bahrain, Qatar, United Arab Emir
ates and Oman. It has similar disputes with 
Iraq, Jordan and Yemen.

TheGulf Cooperation Council has failed 
in its main objective; that is to provide a 
unified stand in the face of any possible 

trivial matters. Very little in the field of real threat and to establish a region of peace and
--------- ,:--------  —J-------- J •k-' prosperity. Since its inception, the Council 

has not contributed towards these goals and 
the only achievement has been the coordi
nation of security matters and the targeting 
of the people of the Gulf as the possible 
source of instability in the region. This is 
the case up an until now and theanti-people

took a different stand and was nearer to 
Iran. After the occupation of Kuwait, the 

tries, mostly based on tribal-inherited prob- Omanis did not cut their links with Iraq, and
’— f-. j------ ------------------n-... Tariq Aziz, the Foreign Minister of Iraq,

was welcomed to Muscat in the middle of 
the crisis. It may be said that this state of 
affairs is indicative of the extent of toler
ance and freedom within the GCC. But the 
fact is that the inherent weaknesses in the. 
Gulf countries are so deep rooted that any 
attempt to foster a unity under the present 
forms of regimes is bound to fail. This is not 

bassy in Bahrain and vice versa because of to say that the people of the region are
the disputes between the Al. Khalifa and dissimilarintheirattitudesandwaysoflife. 
the Al Thani ruling tribes in Bahrain and r""' —j:.=--------j
Qatar respectively. Oman did not have an 
embassy in the United Arab Emirates. Saudi 
Arabia and Oman have rarely enjoyed fra
ternal relations. From a religious point of 
view, theOmanisarelargely Abadhis, whilst present form of government which is caus-
theSaudisare Wahhabis. (Both sects origi- :----- ~r~-—
nated in Islam and are at loggerheads). This 
slate of affairs has hindered any progress 
within the GCC and the last ten years have 
largely been spent on trying to resolve 

______xr______________ !_ .i__

cooperation was really done, and when the 
Iraqi invasion of Kuwait came not a single 
shot was fired from the main air-base of the 
joint GCC force, known as the Peninsula 
Shield, at the town of Hafr Al Batin, which 
is barely 130 miles from Kuwait City.

These problems have hindered real co- policies are not showing any sign of abat- 
operation in the fields of industrialisation ing. Similar efforts with less cost and even 
and development Not only did any form of lesser publicity had resulted in the creation 

j.,..:.. jj , ------------- ofprosperous and stable regions such as the
European Community. The main factor 
contributing to this success is the fact that 

This has resulted in the repetition of similar it is the welfare and security of people that
projects for no valid reasoning. For exam- are the criteria. In our region it is the tribal 
pie, Gulf Air was the main carrier in the system whose survival and well-being which
z- js behjpd tfjg whole exercise of coopera

tion. People are not consulted in anyway 
and their existence is secondary to that of 

Dubai, a member state within the United the Royal families. They may be sacrificed 
Arab Emirates launched its own airlines, ----------- •*” — ----- r *•--
with the name, Emirates Airlines. Bahrain
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The Rise and Fall 
of The Gulf University

When The Judiciary is Politicised
The Unjust Trial of 11 People

years and 6 months after being accused of 
belonging to an underground organisation. 
The 10 years was for spying, an accusation 
which the court failed to prove, but, 
nevertheless, the person was sentenced.

The case of the above group was 
highlighted by Caroline Moorhead in the 
Independent Newspaper on 25th February 
1992. She raised questions regarding the 
fairness of their trial in light of the State 
Security Law which empowers the Minister 
of the Interior (who is always a member of 
the ruling Al Khalifa tribe) to detain any 
political suspect for a period of up to three 
years without charge or trial. This period is 
renewable. S he also raised the use of torture 
as a routine to extract confessions, and the 
convictions of people on the basis of these 
confessions. She empahsised that “Bahrain 
has a dismal record for human rights. Its 
repressive policies include draconian 
censorship laws and severe restrictions on 
trade unions.”

Caroline Moorehead’s piece in the 
Independent newspaper on 25/2/92, was a 
brief but shocking in its condemnation of 
the Bahraini government. However, I 
wonder if it has raised any eyebrows at the 
Whitehall. For, the other side of the story of 
human rights violations in the islands is 
surely known to those at the British Foreign 
and Commonwealth Office (FCO). It is, of 
course, the fact that on top of this oppressive 
security regime stands a well-known 
Scotsman. Brigadier Ian Henderson, a 
veteran of the Mao Mao uprising, is perhaps 
the most fearful and hated figure amongst 
the Bahrainis.

Thus, what will the officials at Bahrain 
Desk of the FCO say to themselves? After 
all, Britain is in the vanguard of the western 
world’s advocates for democracy and 
respect for human rights. London, indeed, 
makes no secret of attaching conditions to 
its aides to Third World countries demanding 
that they must introduce political reform 
and clean up their dismal records on human 
rights. Mrs Lynda Chalker, Minister of 
State for Foreign Affairs, is a champion of 
this British declared policy. In fact the most 
notable occasion at which this policy was 
clearly stated was during the summit of the 
Commonwealth last year which was 
dominated by the issue of South Africa and 
the need for political reforms in the member 
states. , T ■■

So, why not in the Gulf? After all, 
even if the G.C.C states do not need 
economic aids from the West, they do need

It is not known whether a final 
agreement was reached in that meeting or 
whether more meetings are needed to 
negotiate the terms and conditions of the 
sale. It was reported that one of the 
outstanding obstacles is the problem of 
debts and who should pay for the creditors. 
It is worth mentioning that the American 
University has been looking for a foothold 
in the Gulf region and that contacts were 
made with Sheikh Zayed Bin Sultan Al 
Nahyan, the President of the United Arab 
Emirates.

The sad episode of the Gulf 
University is not the first and will not be 
the last of the debacles of the GCC policies 
in the region especially in light of the 
continuation of the tribal mentality which 
is not used to collective work and decision 
making. It is foolish to assume that the six 
members of the GCC have been financially 
incapacitated to the extent of being unable 
to sustain the existence of the only major 
academic enterprise, the Gulf University.

There are many problems pending, 
at the forefront of which are the debts 
owing to many local and international 
contractors, and amounting to more than 
USS 50. Despite promises from the last 
GCC Summit in Kuwait, the courts of 
Bahran are full of lawsuits by the creditors. 
The latest in the saga is the offer by the 
American University which has its main 
branch in Beirut to buy the Headquarters of 
the Gulf University which is located in the 
South of Bahrain. For this purpose, the 
Board of Directors paid a visit to Bahrain 
last month and held a lengthy meeting with 
the Emir attended by several Ministers. 
The Amercian University’s delegation was 
headed by its Chancellor, Dr. Frederick 
Hurter. The delegation also included Dr. 
Rodney Nichols, a memberof the Boardand 
Dr. Nancy Bayel, his deputy.

In an unexpected move the Al- 
Khalifagovemmentreleased thenewsabout 
the trial of 11 people who had been arrested 
in mid 1990 together with seven Saudi 
nationals. They were accused of distributing 
leaflets against the government and 
unlawful membership of a secret 
organisation. The young men suffered 
torture and ill-treatment before being 
released on bail. As usual the authorities 
accused oneof the defendants, Sadek Jaafer 
Mohammed Ali (30 years old) of spying to 
a foreign country. Thesession was adjourned 
until 13 May.

The eleven were part of a group of 
19 people, seven of whom were Saudi 
nationals and were handed over to Riyadh. 
They were subsequentiy released. Another 
person of the group, a Bahraini, was released 
without charge. (See page 3).
The last time such claim was made was in 
March 1990whenthesamecourt sentenced 
five people to 10 years, 7 years, 3 years, 3

The fate of the Gulf University was 
sealed last year after it became clear that 
promised financial contributions from the 
five GCC countries, along with Bahrain, 
was not forthcoming. The demise of this 
academic entrprise is indicative of theextent 
of confusion in the Gulf alliance especially 
in the aftermath of the Gulf war. The idea 
of the Gulf University was the culmination 
of years of apparent solidfication of the 
Gulf front, and its end has its meaning.

Although the idea of establishing a 
grand university in the Gulf originally came 
from Iraq, the GCC states enthusiastically 
embraced it and took all necessary steps to 
ensure its adoption. However, the ciris of 
Ku wait sealed the fate of the project. So far 
that end is not so peaceful, and many 
nationals from the Gulf countries are in 
financial difficulties.

Mrs. Lynda Chalker: What About Bahrain?
an awful lot of assistance in other areas. 
One is even excused to say that the very 
survival of the autocratic tribal regimes in 
these states depends heavily on continuous 
Wes tern backing.Notonlyare the “Sheikhs” 
skilled in buying themselves out of external 
crises, but have a very cunning tendency to 
convince the West that it is in the latter 
interest to go into such bargains. This also 
applies to their repressive crack-downs on 
internal political opponents.

Sections of the political opposition 
in the Gulf now live in the West "ITtey can 
tell you tales of political hypocrisy and 
appeasement. Whenever an attempt is made 
to urge the Western Capitals to start probing 
the G.C.C regimes and their outrageous 
violation of human rights, it is always met 
by a solid brick wall. But why? Is it really 
true, as we are sometimes led to,believe, 
that the sheikhs' cooperation on the world 
oil market can’t be secured if they were to 
be upset by Western interference in their 
internal affairs? Surely, no one in his right 
state of mind would buy this. The supply of 
oil is more vital to the producer than to the 
importer. Also, the market forces are the 
main determining factor in the demand
supply-price equations.

Beside, who says a democratic Saudi 
Arabia will be less cooperative with, the 
International Community? As for Bahrain, 
well, she hardly has any influenceon the oil 
market So, Mrs Lynda Chalker, what about 
Bahrain? ;

———:—;— ______________ ■■■>-■ >
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Bahrain's Economy : The Gloomy Future-Part 1
A Deepening Crisis is Made Worse by a Dwindling Oil Production

Construction is not doing fine. The contri
bution of the construction sector has been on a 
steady decline, compromising only 7.1% in 
1989. The government accounts for about 80% 
of the construction expenses in the country. A 
sharp drop in the state revenues in the mid 
1980s dealt a blow to the real estate business.

Oil input to the GDP is modest despite its 
significance. Oil & Mining contributed only 
15.5% to the GDP versus 36% in 1975. Through
out the 1980s, oil made up some 15 to 20% of 
the GDP, depending on the international oil 
prices, over which B ahrain has no control (more 
on this later).

Bahrain’s form of government is that of an 
absolute tribal monarchy. Since 1961, the coun
try has been ruled by Sheikh Essa bin Salman 
Al-Khalifa. Bahrain obtained its formal inde
pendence from Britain in 1971; the Labour 
Party in 1968 decided to cut government ex
penses; accordingly, it ordered British troops 
out of many areas. The Gulf rulers later offered 
to pay for the troops but the British decision was 
irreversible.

The Gulf conflict in 1990-91 was not all bad 
to the hotel business. At the start of the crisis, 
Kuwaiti subjects resided in the hotels under 
financial arrangement from the exiled Kuwaiti 
government Later, members of the Allied Forces 
stayed in the five and four star hotels, enjoying 
all sorts of good food (all paid for by Saudi 
Arabia and Kuwait), unlike the Iraqi Army.

Bahrain is heavily populated for its size. In 
1989, Bahrain had a population of 488,500 
which reached 518,243inl991.Of these, only 
62.2% or 322,347 are nationals, and the rest are 
expatriates. The Gulf countries have very large 
foreign population; for example, in the United 
Arab Emirates (U.A.E), the expatriates make 
up 75% of the total inhabitants. The foreigners 
who are in the country for work, mostly come 
from India and Pakistan. Bahrain occupies the 
number seven position in the world in terms of 
countries. with highest population density. The banking system is a cash-cow. Finance 

& Insurance contributed a substantial 13.4% to 
the GDP. Bahrain is the major financial base in 
the Middle East. The limited oil reserves have 
convinced the government in early 1970s to 
double efforts in expanding and diversifying 
the economy. Says a recent Euromoney Maga
zine special report, “Bahrain has recognized 
much earlier than many neighbouring countries 
the need to diversify away from oil”. Since the 
mid 1970s, Bahrain has become the centre for 
OB Us or Off-shore Banking Units. These are 
mostly foreign banks that use Bahrain as the 
centre for their Middle East operations, particu
larly Saudi Arabia and Kuwait because of oil 
wealth; the OBUs operate beyond the coast of 
Bahrain. Many factors contributed to the OBU 
establishment including: proximity to Saudi 
Arabia (especially valid at a time when the 
Kingdom was not receptive to the presence of 
foreign banks but that decision was reversed in 
the late 1980s), the eruption of the civil war in 
Lebanon in 1975, the existence of an educated 
labour force, history of liberal trade practices, 
a receptive environment for both foreign in
vestment and labour and the existence of a 
western life style. The government takes pride 
in the OBU’s successful development. The

During the Iraq-Iran war, the Al-Khalifa 
sided with the aggressor Iraqi regime. They 
provided media support to Iraq rather than 
money because the government has the habit of 
taking funds from countries, such as Kuwait, 
Saudi Arabia and the United Arab Emirates. 
Later the U.S Navy used Bahrain as the coordi
nation centre while escorting re-flagged Ku
waiti ships. The order given to the American 
ship, Vincent, to bring down the Iranian com
mercial aircraft over the Gulf was originated 
from a base in Bahrain. The nation lost business 
contacts with Iran. After Saddam Hussein sent 
his troops to Kuwait, Bahrain changed course 
and resumed political and business ties with 
Iran. Dubai is competing with Bahrain for the 
foreign tourists.

Agriculture is and will remain poor. The 
Agriculture sector contributed merely 1.2% to 
the GDP. Only 5% of the country’s land is 
considered arable. Bahrain ranks in sixth place 
in the world among the countries least eco
nomically dependent economy on agriculture. 
Water shortage, soil salinity and limited subsi
dies and land utilization (facing rivalry from 
banking and industry) are hurdles to agriculture 
development. No material improvement is ex
pected in the future given the stumbling blocks. 
The challenges will be discussed in Part 2.

Industry is an area of concern and hope. 
Manufacturing represented a strapping 18.6% 
of the GDP, Quite significant for generally oil
based economy. B ahrain has a few heavy indus
try ventures and a number of light industry 
projects. ALBA or Aluminium Bahrain, thus 
far remains the most successful heavy under
taking in the nation’s history. Established in 
1971, the 75% government-owned ALB A, which 
produces aluminium products, has become a 
key employer and a major source of exports 
after petroleum products. Several downstream 
operations have been developed based on 
ALBA’s output The private sector has devel
oped some 50 firms utilizing ALBA’s output in 
various ways. Bahrain’s light industry enter
prises include the production of flour mills, 
furniture, medical items, paper goods and plas
tics. In October 1990, the government announced 
the establishment of the long-waited industrial 
bank. This bank is expected to grant soft loans 
for industrialists on the basis of preferential 
interest rate charges and maturity. The bank’s 
operations will be hampered by its limited 
capital of U.S S56.5 million. The manufactur
ing sector is receiving considerable attention 
mainly because of employment prospects and 
export potentials.

banking system fosters economics benefits for 
various economic sectors especially construc
tion, transportation, hotels and government in
come. The banking system provides some 5,000 
jobs.

To appreciate the challenges facing Bah
rain, it is essential that the reader be acquainted 
with a brief background about the economy. In 
terms of economic programmes, the govern
ment believes in the “free market” system; and 
it is conservative, favouring stable policies. For 
Instance, the Dinar, the country’s currency unit, 
is tied to the American Dollar. The U.S Treas
ury is happy with Bahrain because the United 
States runs a trade surplus. In 1990, Bahrain 
exported some $80.7 million worth of goods to 
the U.S but imported a hefty $718.4 million. 
The U.S likewise has a trade surplus with 
Brunei, a country with an economy similar to 
that of Bahrain, but unlike countries that pro
duce such as Taiwan and South Korea.

a more balanced economic structure than other 
oil-producing countries in the Middle East and 
this enabled it to withstand the worst effects of 
the fall in world oil prices in the early 1980s”. 
This is partly due to the fact Bahrain does not 
have much oil compared to its neighbours.

The Gross Domestic Product (GDP) is fairly 
small. In 1989, the GDP stood at $3,442 mil
lion, up 2.5% from the earlier year, but down 
25% from the peak of 1984 (For the purpose of 
comparison only, in 1990, IBM’s profit stood at 
6,020 million and Mobil, reported a net income 
figure of $4,303 million). Bahrain’s GDP is 
diversified, particularly by the standards of the 
Gulf economies. It is claimed that “Bahrain has

Bahrain is a tiny country. Translated 
from Arabic, Bahrain means “two seas”. 
The State of Bahrain is located in the Gulf, 
and has a total area of 691 square km, 
smaller than New York City. The country is 
flat and has a very hot and humid climate 
for most of the year. It is an archipelago 
consisting of 33 islands. The Island of 
Bahrain represents 85% of the total land 
area and encompasses Manama, the capital, 
which is only 24 kilometres from the eastern 
coast of the Kingdom of Saudi Arabia. 
Since 1986, Bahrain has been linked to the 
Kingdom with a 25-km causeway; the 
project, wholly financed by Saudi Arabia, 
reportedly cost some U.S. SI,200 million, 
making it the most expensive of its kind 
(Saudi Arabia is 3,210 times larger than 
Bahrain).

High expectations are placed on tourism. 
The Hotels & Trade sector is expected to be a 
star in the 1990s. In the year under review, it 
represented a respectable 10.7% of the GDP. 
Trade is essential for survival. In 1988, Bahrain 
occupied the fifth place among the most trade 
dependent nations in the world, after Singa
pore, Neth Antilles, Liberia and Hong Kong. 
Many international hotels arc represented in the 
country including Sheraton, Intercontinental 
Regency, Hilton International, Holiday Inn, 
Ramada Inn and Trust House Forte. The hotels 
are frequented by tourists from neighbouring 
Saudi Arabia and Kuwait in particular, now 
using the causeway linking the island nation to 
the Eastern province of the Kingdom. The avail
ability of alcoholic beverages is Al-Khalifa’s 
primary attraction for visitors from the Gulf.


