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The Middle East and North Africa (MENA) re-
gion continued to attract international attention
during 2006. High oil prices and the region’s on-
going struggles with conflict—including the lack
of security and growing sectarian violence in Iraq,
the summer war in Lebanon, the Israeli-Palestinian
conflict, and tensions over nuclear proliferation in
Iran—are important not only to the region, but to
the world. But these issues often overshadow an-
other, equally compelling, story from the region
that is just beginning to emerge and garner inter-
national attention in its own right.

During the last few years, MENA has turned in
strong economic performances, driven, to a large
degree, by high oil prices and a favorable global en-
vironment, but also by reform policies that, though
gradual, are generally on the right track. Growth in
the region continues to be robust for the fourth
year in a row, with strong external inflows and con-
tinued fiscal and external account surpluses at the
regional level. Labor markets have reacted positive-

Foreword

ly to these economic developments, and unemploy-
ment has declined even as labor-market pressures
are peaking. Of course, the region is remarkably di-
verse, despite many common economic and social
features, and economic developments and out-
comes differ significantly among its countries.

This is the third in a series of annual overviews of
the region. MENA 2007 Economic Developments
and Prospects, like its predecessors, reports key
macroeconomic developments from the regional
perspective as well as progress with structural re-
forms. The aim is to identify the forces shaping eco-
nomic 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, an area of vital importance to the re-
gion because of the demands that its demographic
transition is imposing on employment and socioe-
conomic infrastructures. We hope that the report
will deepen public understanding of the region’s
progress, prospects, and challenges.
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