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Foreword

The Middle East and North Africa (MENA) region continued to garner international attention
over 2006. Much of the ‘spotlight’ events have pointed to high oil prices and the region’s
ongoing struggles with conflict, including the lack of security and growing sectarian violence in
Irag, the summer war in Lebanon, the Israeli-Palestinian conflict, and tensions over the nuclear
proliferation in Iran, all developments and challenges that are important not only to the region,
but to the world.

But behind these images, another story from the region emerges that is equally compelling. Over
the last few years the region has performed remarkably well on many economic fronts. The
MENA region has demonstrated strong economic performance, driven to a large degree by high
oil prices and a favorable global environment, but also by reform policies that while gradual are
in general on the right track. Growth in the region continues to be robust for the fourth year in a
row, with strong external inflows and continued fiscal and external account surpluses at the
regional level. Labor markets have reacted positively to these economic developments and
unemployment has declined at a time when labor market pressures are at their peak. The region,
despite many common economic and social features is remarkably diverse, and economic

developments and outcomes differ significantly among its countries.

This year marks the third volume in the series of annual overview reports on the MENA region.
MENA Economic Developments and Prospects 2007 aims to build upon the established tradition
of an annual review, monitoring key macroeconomic developments from the regional perspective
as well as progress with structural reforms, in order to identify the forces shaping economic
outcomes in the region and to highlight the key issues that affect the region’s growth prospects.
This year, the thematic chapter focuses on labor market issues, a sector of vital importance to the
region, due to the demands that its demographic transition is imposing on employment and
socioeconomic infrastructures. As always, it is hoped that the report deepens the understanding of

the region’s development progress, prospects, and challenges.
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