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FOREWARD

MENA ECONOMIC DEVELOPMENTS AND PROSPECTS 2005

The Middle East and North Africa (MENA) region remains in the spotlight of international
attention. Rising oil prices, war and reconstruction in Irag, the Isragli-Palestinian conflict, and the
global economic aftermath of September 11 are only afew of the developments to heighten world
interest in the region and to the economic and social issues it faces. Keeping abreast of regiona
developments and challenges is important not only to the region, but to the rest of the world.

The MENA region, despite many economic and social features that bind its economies, is
remarkably diverse, and economic developments and outcomes differ significantly among its
countries. Over the 1990s, for example, economic growth rates ranged from less than 2 percent a
year on average in Algeria to more than 10 percent a year in Lebanon. In part, the diversity of
economic outcomes in MENA is a reflection of natural resource endowments, with a few
economies in the region subject to enormous swings in growth resulting from commodity price
shocks. In part, it reflects the particular challenges of conflict and stability, which exert a
tremendous impact on economic performance. In part, these differing economic trends reflect the
very divergent paths countries in the region have taken regarding economic liberalization and
integration.

The first in a series of annual reports, the 2005 MENA Economic Developments and
Prospects report sheds light on the recent key economic developmentsin the region and the forces
underlying the region’s diverse economic outcomes. It analyzes the region’s short-term growth
prospects given global forecasts and current structural features of the economies, as well as the
region’s prospects for longer-term growth based upon progress in implementing comprehensive
structura reforms. With economic headlines increasingly devoted to the rise in oil prices and
what thisimplies for the MENA region, this first issue devotes particular attention to this theme,
analyzing the impact of the oil price shock on the MENA region in terms of its relative size, its
transmission channels throughout the broader region, and the manner in which windfall revenues
have been managed.

With subsequent issues, the MENA Economic Developments and Prospects report aims to
provide a venue for regularly monitoring major economic trends in the region, providing a
snapshot of progress on key structural reforms needed for longer-term growth and highlighting
specific issues affecting regional development. It is hoped that with each year, the report can
deepen the understanding of the region’s development progress, prospects, and challenges.
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