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Qatar - Basgic Date

Area and population

Area 4,000 square miles
Population 180, 000 (1973 estimate)
Per capita GNP SDR 2 556 (1973 estimate)
IMF data
Date of INF membership September 8, 1972
Currency Qatar riyal (QR)
Par value 0.186221 gram of fine gold
corresponding to SDR 0.21
Quota, SDR 20 million
Special Drawing Account Qatar is not a participant
Fund holdings of Qatar riyals (12/30/75) 34.7 per cent of quota
J‘no-
Oct.
Petroleum sector 1971 1972 1973 1974 1975
Crude oil productioa i
(million barrels) 156.6 176.5 208.1 189.2 - 123.9
Crude oil exports
(million barrels) 155.2 176.3  208.2 186.T 122.5
97 1972 ' 1974 ocet
"1 1971 1973 197 1975
Covernsent finences/ (In willions of Qatar riyels)
Revenues 945.1 1,230.h 1,663.7 7,11k.3 1,685.5
0i1 revenues (net of
production costs) 837.5 1,104.3 1,559.8 6,8u8.2 T,4u6.3
Other revenues 107.6 126.1 103.9 266.1  239.2
Expenditures - 689.8 958 6 1,571.5 3,026.9 4,163.2
Current expenditures LTR5 1,047.3 l ,582.9 2,067.7

Of which: Grants to
foreign governments

and institutions (--) (26.8), (357.0) (509.0) (750.0)
Capital expenditures 169.3 227.5 2L8.8 676.5 1,790.5
Net lending and equity

participation = 46.0 2.k 275.4  T6T.5  305.0
Overall surplus 255.3 271.8 92.2 4,087.k 3,%922.3

Sept.
1971 1972 1973 197k 1975

Monetary survey (end of (In millions of Qatar riyalu) :

period) :
Money 237.0 345.% 412.8 560.6 808.8
Quasi-money 225.8 318.6 36h.2 h85.0 650.6
Government deposits 64.6 20.2 45.1 146.9 85.1
Credit to the private sector 262.4 332.7 503.4 752.5 1,130.2
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Qatar - Basic Data (Concluded)

Balance of payments

0il exports (f.o.b.)

Other exports and re-exports
(f.0.b.)

Irports (f.o.b.)

Services and private transfers

Current account balance

Official transfers and loans to
less developed countries

Other loans and investments

Other capital (including net
errors and omissions)

Monetary movements (increase
in assets -)

Ret foreign assets (end of
period)

Government

Monetary Agency

Commercial banks

Percentage change in selected
indicators

Crude oil production

Crude oil exports

Total government revenue
Total government expenditure

Money

Quasi-money

Credit to the private sector
Government foreign assets

1971 1972 1973 - 1974
(In millions of SDRs)
254.0 346.3 s01L.5 1,620.2
11.6 S.T 1k.9 30.7
-86.7 -102.0 -130.8 -179.6
-80.2 -116.1 -169.5 -154.2
98.7 143.9 216.1 1,317.1
-9.7 -4.3 -T1.k =176.3
eee -2".5 -1300 -26500
-18.7 -54,8 -104.7 -2klk.9
~70.3 -60.3 =27.0 -630.9
256.6 316.9 343.9 974.8
183.2 228.8 252.8 823.8
19.8 21.4 29.3 54,2
53.6 66.7 61.8 96.8
1971 1972 1973 197h 19752/
1805 12.7 17-9 -901 -21.h
1801 1209 1803 "10-3 ‘21-9
63.1 30.2 35.2 327T.6 cee
36.7 39.0 63.9 92.6 cee
20.0 45.7 19.5 35.8 Lk.9
20.8 41.1 14.3 33.2 27.T
22.2 26.8 51.3 Lg9,5 52,6
38.9 38.3 1k.6 288.0 veso

1/ Fiscal years referred to as 1971, 1972, 1973, 1974, and 1975 are
the Hijri (Moslem) years 1391, 1392, 1393, 139h and 1395 ended on
February 15, 1972, February L, 1973, January 24, 1974, January 1L, 1975

and January 3, 1976.

2/ Percentage.rates of changes used for 1975 are:
tion and exports, actual first ten months of 1975 compared with first
ten months of 1974; for money, quasi-money, and credit to private
sector, end of September 1975 compared with end of September 197Th.

for oil produc~



I. The Domestic Tconomry

1. The oil sgeetor

a. Backaround

0i1 production and exportation in Natar bepan in December 1949 by the
Qatar Petroleum Company (OPC) from its onshore field at Dukhan. NPC, an
affiliate of the Iraq Petroleum Company, remained the sole producer until
January 1964 when the Shell Company c¢ Qatar (Shell) commenced production
from its offshore concession area. At present NPC and Shell produce about
98 per cent of Oatar's oil output and account for 100 per cent of total
exports. The remaining 2 per cent of output is esccounted for by the Al
Bundug Corpany which operates the Al Bunduq field lying on the offshore
boundary with Abu Dhabi, a member of the United Arab Emirates; production
from Al Bunduq, which i3 half owned by Qatar, began in October 1975 and
exports are expected to commence in early 1976.

QPC's original exploration concession, granted in 1935, covered the
entire Oatar peninsula and all the offshore areas. The concession was
gradually reduced, through successive relinquishments, to its present area
vhich is limited to the Dukhan field and the surrounding area on the west
coast of the peninsula. Chell's original concession, granted in 1952,
covered Oatar's entire offshore continental shelf. Most of this area was
subsequently relinquished and the concession is now limited to about 5,000
square kilometers located northwest of the veninsula. In June 1973 a con-
cession was granted to a groun led by Wintershall Company of Germany to explore
for petroleum in the offshore area, but no commercial discoveries have been
reported as yet by that zroup.

The terms of the original exploration concessions to QPC and Shell wvere
amended in the early 1060s to conform with guidelines set by the Organization
of Petroleum Exporting Countries (OPFC). In addition to phased relinquish-
ment of concession areas, the OPEC guidelines include agreements for royalty
payments, and a sharing by the host government in the operating company's net
profits.

Effective January 1, 19Tk, Natar acquired a 60 per cent participation
~ share in the equity of GPC and Shell. The new agreement terminated and
replaced the 1973 Participation Agreement under vhich Qatar had acquired a
25 per cent share in the equity of the operating companies.

b. 0il production and exports

Crude oil production in Qatar increacei at an annual rate of 11.T per
cent to 208.1 million barrels in the decade ended 1973 (Table 1). In 197h
production declined by © per cent to 189.2 million barrels primarily because
the Covernment imposed nroduction ceilings (of about 223,000 barrels per day
for OPC and 294,000 barrels per day for Shell) for conservation reasons. The
production decline accelerated in the first ten months of 1975 with production
falling more than 21 per cent below the comparable veriod of 19Th. The 1975
decline unlike the drop in 197k, however, did not result from conservation
efforts but was caused by weakened demand for "atari crudes which had become
overpriced relative to the competing crudes of neighboring Abu Dhabi in the
after?ath of the February 1975 price reductions in Abu Dhabi (see section 4
below).
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Table 1. Crude 0il Production and Exports

(In millicns of barrels)

Production
Qatar Shell
Petroleun (oxpany of Total
Company Qatar Total Exports
1965 T0.b4 13.6 84.0 82.7
1966 69.7 36.1 105.8 106.1
1967 70.9 47.1 118.0 116.5
1968 70.5 53.5 124.0 124.0
1969 73.2 56.4 129.6 128.8
1970 69.4 62.7 132.1 132.3
1971 81.1 75.5 156.6 156.2
1972 88.8 87.7 176.5 176.3
1973 91.6 116.5 208.1 208.2
1974 81.5 107.7 189.2 186.7
1974 (Jan.-Oct.) 68.1 89.7 157.8 156.8
1975 (Jan.-Oct.) L3.4 75.5 123.9 122.5

Source: Ministry of Finance and Petroleun.

OPC produces crude oil :rom three reservoirs in the Dukhan field on the
west coast of Oatar and a pipeline system connects the field with the Umm
Said export terminal on the east coast. The crude exported (Dukhan) is a
blend of the three reservoirs, with a gravity of 40°-410 API and sulfur
content of 1.1-1.2 per cent thus making 1t one of the highest quality crudes
produced in the Persian Gulf. OPC's production was stable in the 1960s before
increasing moderately in the early 1970s and then declining in 1974 and since.
Current daily production capacity is about 275,000 barrels.



Shell produces its crude from three offshore fields--Idd El Shargi,
Mayden Mahzam, and Bul Hanine-~linked by pipelines to the Halul Island
export terminal. The crude oil exported by Shell (Natar Marine) is a blend
from the three different fields with a grevity of 36°0-36.7° API and sulfur
content of 1.47-1.51 per cent. Shell's offshore production maintained a
strong upward trend from 1964 to 1973 and its share in Qatar's total produc-
tion was ST per cent in 19Th. Current daily production capacity is about
335,000 barrels.

Until mid-1975 almost all of Qatar's crude oll production was exported
as only a very small amount was utilized by the topping plant to produce
petroleum products for local consumption. This situation, however, will
change now that a new 6,000 b/d refinery has been completed. This refinery,
vhich is owned by the National 01l Distribution Company (a subsidiary of the
government-owned Qatar General Petroleum Corporation--QGPC), produced an
average of 5,000 b/d in 1975 with the inputs being provided from QPC's total
allowable production.

c. 0il agreementz and posted vrices

Following many years of stable posted prices, the application of the terms
of the Teheran Agreement of February 1971 and the Geneva Agreements of January
1972 and June 19731/ substantially increased posted prices in Qatar. Changes
in posted prices up to October 15, 1973 reflected the irmplementation of these
agreements (Tsble 2).

The acquisition by Oatar, effective January 1, 1973, of a 25 per cent
participation share in the equity of OPC and Shell allowed it to mar¥:*
directly a portion of its participation crude oil. This development led to
the emergence of a set of oil prices more in line with market vrices than the
posted prices, which are merely tax reference prices. The realization of
higher prices on these direct sales, together with the belief that the inflation
adjustment stipulated in the Teheran Agreement was inadequate, prompted OPEC's
Guif member states to seek renerotiacions with the international oil Companies
to increase prices. Following inconclusive discussions in early October 1973,
the Ministerial Committee of the six Gulf members of OPEC announced & unilateral
‘increase of about 70 per cent in posted prices effective October 16, 1973.2/
At the same time, Qatar announced additional increases in its posted prices
mainly as premia for its low sulfur crudes, so that the average increace in
the posted prices of the crude oils produced by OQPC and Shell was 83 per cent.
The changes in posted prices in the last two months of 1973 reflected the
application of the provisions of the Second Geneva Agreement to adjust for
changes in exchange rates during each of the preceding months.

1/ For details of the Teheran and Geneva Agreements, see sM/TL/161.

2/ The posted price for the Saudi Arebian Light crude (34° API "marker
crude") was increased by 70 per cent, from US33.011 to US$5.119. The extent of
the increase was deternined on the ba51q of a formula linking posted prices
with market prices realized in official direct sales to independent third
parties "




Table 2. Posted 0il Prices per Barrel

(In U.S. dollars)

QUtar Petroleun Company Shell Company of Satar
Dukhan Qatar Marine
ox~lam Baid ex-Falul Island

1970 1.930 1.830
1971

February 15 2.280 2.200
June 1 2.387 2.305
1972

January 20 2.590 2.501
1973

January 1 2.705 2.614
April 1 2.862 2.766
June 1 3.025 2.923
July 1 3.084 2.980
August 1 3.200 3.092
October 1 _ " 3.143 3.037
October 16 5.83L 5.503
November 1 5.899 5.56k
Decenmber 1 5.737 5.412
1974

January 1 12,414 12.013
Noveaber 1 12.01k 11.613
1975 ,

October 1 12.740 12.540

Source: Ministry of Finance and Petroleunm.

Fffective January 1, 19074 the six CGulf members of OPEC unilaterally
increased the posted price of the Seaudi Arabian Light crude to US#11.651,
an increase of 131 per cent over the December 1, 1973 level. This new
posting reflected the Ministerial Committee's decision to set the govern-
ment take per barrel of equity crude at US$7: other postings were to be
determined by using the Saudi Arabian Light crude as base and adjusting
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it by (1) gravity differentials set at 3 !.S. cents for every gravity degree
below 34° APT gng § U.S. cents per depree above 340 API, (2) sulfur premia for
all crudes with-sulfur content below 1.7 per cent, and, (3) freight differen-
tials. Accordingly, the new postings for Dukhan and Aatar Marine hecame
US$12.414 per barrel and US$12.013 ver barrel, respectively, and remained

at these levels through the end of October 19Th.

Effective November 1, 1974, Abu Dhabi, Kuwait, Qatar and Saudi Arabia
decided to lower their posted prices by 40 U.S. cents while at the same time
increasing royalty and tax rates (see section f.belowv). This decision was
taken in order to reduce the wide differentials that had arisen between
the prices for direct sales of participation crude (which had been set at not
less than 93 per cent of the posted prices) and the foreign partners' ascquisi-
tion cost for equity crudes. The posted price for the Saudi Arabian Light
crude thus became US$11.251 and the price for Saudi Government direct sales
was set at US$10.463 (equal to 93 per cent of posting), The posted prices
for Qatari crudes were lowered by the agreed 40 U.S. cents and the prices for
government direct sales were set at 93 per cent of postings. More recently,
following the OPEC decision to increase the price of the marker crude by 10
per cent to US$11.51, effective October 1, 1975, the posted prices for Dukhan
and Qatar Marine were increased by 6 per cent and 8 per cent, respectively,
and are expected to remain at this level until June 30, 19T76.

d. Participation apreements

Under the initial participation agreement of January 1973, Qatar's 25
per cent share in the operating companies was scheduled to increase progres-
sively to 51 per cent by 1982, According to the acreement, Oatar was to
market 10 per cent of its share (2.5 per cent of euch of APC and Shell pro-
duction) and sell back the remaining 90 per cent to the foreign partners at
prices determined according to an sgreed formula. Oatar's 10 per cent allot-
ment of participation crude (about 5.2 million barrels) was sold to an
independent American company at an average price of US$L.55 per barrel.

On February 20, 1974 Oatar concluded a new participation agreement which
terminated and replaced the 1973 Agreement. According to the new agreement
vhich became effective as of January 1, 1974, Oatar acquired a 60 per cent
share in the equity of the two operating companies at an estimated cost of
US$8L million. This figure included compensation for acquisition of a 60
per cent share in the natural gas liquids plant then under construction.

Under the 1974 Participation Agreements, the foreign partners in each
of the two operating companies own 40 per cent of each company's output of
crude oil. Additionally, they have contracted to buy specific quantities
of the Qateri participation share; the Government undertook to marret its
remaining share through direct sales to independent companies. The buy-back
agreements fixed the buy-back volumes at approximately 78,000 b/d for OPC
and 106,000 b/d for Shell. The buy-back prices, however, were to be determined
through bilateral negotiations betiween the Government and its foreign partners,
and prices could be renegotiated anytime at the request of either side. In
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case any partner requested changing the buy-back price, the two sides had

a 15 day negotiating period and any price agreed upon during the period

took effect immedjiately. Failure to reach a mutually agreeable price within
the negotiating period automatically voided the buy-back agreement and the
foreign partners then had a three-month "phase-out ' period during which they
had to buy back the full amount and pay the price called for under the nulli-
fied agreement. The buy-back prices as well as the prices for direct sales
of government-owned crude were set at 93 per cent of posted prices inm both
1974 and 1975 (see section ¢ above). :

In February 1975, following the reduction in the prices of similar crudes
in neighboring Abu Dhabi, the foreign partners in OPC asked to renegotiate
the price terms of their buy-back agreement with the Government: in May, the
foreign partner in Shell also requested renegotiation of its agreement. These
negotiations reached an impasse, "phase-out” periods went into effect, and
the operating companies stopped lifting buy-back oil; this explains the
notable decline in Qatar's daily average production from 514,000 barrels per
day in January 1975 to 280,000 barrels per day in September 1975.

Following the OPEC price change effective on October 1, 1975, new buy-
back agreements have been reached between the Government of Qatar and its
foreign partners in the two operating companies. Under these agreements,
vhich were signed in late October but which took effect as of October 1, new
buy-back prices and volumes were established. Those prices were arrived at
by adjusting the October 1, 1975 price for the Arabian Light marker crude
($11,51 per barrel) to add gravity differentials and sulfur premia calculated
on the basis of 3 U.S. cents for every API gravity degree above 34O and
3 U.S. cents for every 0.1 per cent sulfur content below 1.7 per cent. The
new price for Dukhan is $11.848 per barral, compared with $11.173 before
October 1, while the new price for Qatar Marine is $11.662 per barrel compared
with $10.800 previously; these prices also apply for direct sales of CQatari
crudes. According to unofficial accounts, the new buy-back agreements also
call for fixed purchases by foreign partners of about 48,000 b/d and flexidble
purchases of 32,000 b/d from NPC's production, and for fixed foreign partner
purchases of 47,000 b/d and flexible purchases of 59,000 b/d from Shell's
productionl/, with the Government reserving the right to reduce or completely
withhold the flexible buy-back quantities on giving three-months' notice.

e, The Qatar General Petroleum Corporation (0OGPC)

This corporation, which is capitalized at OR 1,000 million and wholly
owned by the State of Qatar, was formed to engage in all phases of oil activity
in Qatar and abroad, including exploration and drilling, development of natural
gas and other hydrocarbons, refining, transport, and storage as well as dis-
tribution, sale, and export of oil, gas, and refined products. Operations
began on January 1, 1975 and the QGPC has already taken over the Government's
interests in QPC and Shell and has also absorbed the Natar National Petroleum

1/ These quantities will become 47,000 b/d ana‘hi,ooo b/d, respectively,
in 1976 when the 50,000 b/d cutback in Shell's production is scheduled to go
into effect, See SM/75/300, page 3.



Company (a refining and distribution concern), the Qatar Fertilizer Company,
the Qatar Petrochemicals Company, the Qatar Gas Company, as well as the
Government's interest in the Arab Maritime Petroleum Transportation Company,
the Arab Petroleum Pipelines Company, and the Arab Company for Shipbuilding
and Repairs. The operations of QGPC are presently hampered Ly staff shortages.

f. 011 revenue

Prior to the advent of participation in 1973, the Qatari Government's
oil revenue consisted of royalty and income tax payments bty the producing
concessionaires. Royalty payments, which are considered as part of production
cost in calculating the income tax on company operations, remained fixed at
12.5 per cent through June 30, 1974, while income tax payments were calculated
at the rate of 55 per cent between November 14, 1970 and June 30, 19Tk. Since
July 1, 1974, both royalty and tax rates have been increased in several steps
(Table 3), These two payments are made quarterly in pounds sterling with
amounts due seven days from the end of the quarter.

Table 3. Royalty and Income Tax Rates

(In ver cent)

Royalty Income Tax

1970

January 1 12.5 50
November 1k 12.5 55
107h

July 1 14,5 55
October 1 16.67 65.75
November 1 20 85

0il revenue increased at an annual compound rate of 1h.4 per cent between
1964 and 1970 (Table 4), reflecting primarily the growth in the volume of crude
0il exports. There were further increases of 61 per cent and 25 per cent in
1971 and 1972, respectively, attributable to both increases in exports and
the application of the Teheran and Geneva Agreements on posted prices and tax
rates. In 1973, oil revenue rose by 58 per cent due partly to increased
exports and partly to upward revisions in posted prices, bhut also reflecting
the first time ever proceeds from buy-back and direct sales of the Government'’s
paxticipation crude; these amounted to 36 million sterling pounds in 1973.




Table 4. Govermment 0il Revenuesl/

(In millions of pounds sterling)

From Natar Fron

Petroleum Company Shell Total
1964 21.9 0.7 22.6
1965 23.3 1.1 24,5
1966 23.5 8.6 32.2
1367 24.8 13.1 37.9
1968 28.4 17.4 4s.8
1962 28.8 19.2 48.9
1970 28.4 22.3 50.7
1971 Lk b4 37.2 81.7
1972 53.5 L8.5 102.0
1973 56.9 68.6 161.5
197k 797.4

Source: Ministry of Finance and Petroleum.

1/ The figures are on a calendar year basis and differ
somewhat from the corresponding data presented in the fiscal
and balance of paymenus tables which have been prepared on a
fiscal year basis.

Revenues nearly quintupled in 1974 in spite of the 10 per cent decline
in exports as the substantial increase in posted prices of January 1, 197k,
the two increases in royalty and tax rates during the year, and the increase
in participation share to 60 per cent at the beginning of the year more than
offset the fall in exports; the increase in roralty and tax rates of November
1974 did not have much impact on 1974 revenues, owing to the time lags
involved in making these peyments. In 19Th, tax and royalty payments amounted
to only 32 per cent of government oil revenue while foreign partner buy back
of participation crude contributed elmost 50 per cent and the remeaining 18 per
cent resulted from government direct sales, Payments for buy-back oil are
made gquarterly in U.S. dollars and, until October 1975, were due within 30 davs

from the end of the quarter thus implying average credit terms of 75 days;



payments for direct ssles are also made in U.S. dollars and until recently,
were due immediately upon presentation of tanker loading documents. 1In
October 1975 the ‘manner of payment for buy-back oil and direct sales was
modified; payment for buy-back oil is now due within 15 days from the end
of the quarter while payments for direct sales are now due within 60 days
from date of tanker loading, thus implying uniform credit terms of about
60 days for all government sales of participation crude.

g. Natural gas

There are substantial natural gas deposits in Natar but until recently
these have ot been utilized. Associated gas, produced in conjunction with
o0il, has for the most part been flared with only small amounts used for the
operating companies' power generation requirements, some electricity genera-
tion and to power the desalinization plants, as well as for feedstock in the
cement and fertilizer companies (Table 5). But with the opening of the
national gas liquids (NGL) plant at Umm Said in January 1975, greater utiliza-
tion of gas is envisaged. The NGL plant will utilize associated gas from the
Dukhan field to produce liquid propane and butane for export and utilize
methane and ethane as feedstock in the fertilizer company's production of
ammonia and urea. Exports of prcpane and butane have already commenced. Plans
are currently being drawn to utilize associated and nonassociated gas from
Shell's operations with two major projects one with CDF-Chimie of France and
the other with Shell Intermational Gas being prepared. Additionally non--
associated gas (dry natural gas) has heen discovered in the Dukhan field but
there are no plans as yet for its exploitation.

Table 5. Ges Production and Utilization

(In billions of cubic feet)

1069 1970 1971 1972 1973 19Tk

Shell Production 5T 56 69 91 116 91
. Utilization 12 10 L 5 10 cee
Qatar Petroleum Company Production 79 T5 90 90 11 91

Utilization 25 25 31 35 33 ces

Source: Ministry of Finance and Petroleum.
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2. Other production sectors

a. Industrial production

Relative to the crude oil sector industrial production in Qatar is
limited in scope; however, over the past decade the Government haes initiated
several industrial ventures and is currently significantly broadening the
economy's industrial base by undertaking some major projects, most of which
will draw on Qatar's extensive gas reserves. Industrial enterprises currently
operating in Qatar include a shrimp packing plant, & flour mill, a cement
plant, a small oil refinery, a fertilizer plant, and a natural gas liquids
plant. There are also a large number of privetely-owned light industrial
establishments, some of them producing building materials, dairy products,
furniture and soft drinks. Date through 1973 show that vhile the largest
number of local business enterprises are engaged in service activities, the
highest growth has been in establishments supplying building maeterials, as
construction ectivity has boomed in recent years. Government policy toward
private investment in light industry consists of assistance on & case-by case
basis in the form of providing low interest loans for buildings and industrial
sites and exemption from customs duties on imported equipment. Foreign par-
ticipation in small-scale industry is limited to Joint ventures in which the
foreign shure may not exceed 49 per cent.

With the exception of frozen shrimps, production from all of Qatar's
principal industries showed increases during 1974, (Table 6). The decline
in shrimp production is attributable to a reduction ir the shrimp catch
resulting from natural factors. In 1974, cement production rose ty over
40 per cent, refinery output expanded, and the new fertilizer plant completed
its first full year of operation. Increases in output of all principal
indur* ies are expected in 1975.

Table 6. Principal Industrial Products

Product Unit 1971 1972 1973 197k
" Frozen shrimp tons 282 408 478 260
Flour tons — © 6oely 10,L76 11,808
Cement tons 79,596 105,813 99,142 141,430
Low octane gasoline barrels 64,270 é7,400 63,066 79,750
Diesel fuel barrels 56,940 €0,590 55,016 123,25k
Kercsene barrels 29,930 30,295 25,807 23,937
Electricity
generation million kwt. 315 359 k19 460
Water desalination million gal. 1,17k 1,130 2,4ko 2,780
Fertilizers
Ures tons - - - 70,000
Ammonia tons — - - 170,000

Sources: Individual firms and Ministry of Finance.
1/ Represents only two months' output.




b. Agriculture

Agricultural production in Qatar is limited by the scarcity of arable
land and water; however, experimentel programs are under way to discover
methods by wnich existing water resources could be better utilized in order
to increase output. Agricultural land is scattered in small parcels in the
northern and, to a lesser extent, in the central part of the peninsula.
Generally, the soil consists of shallow layers of silt deposits above clay
and is suitable for growing only a limited number of vegetables, feedgrains
and detes. Water is obtained from artesian wells and exhibits varying degrees
of salinity. Agricultural production is based on private land ownership
supported by substantial government assistance; seeds are supplied free of
charge while services such as soil preparation, spraying and harvesting are
provided by the Government. As part of its long range agricultural develop-
ment plan the Government is operating a poultry project which will supply T0O
ver cent of domestic poultry and egg requirements by 1976, and has plans {0
raise sheep and dairy cattle on an experimental basis.

Between 1960 and 1971 agricultural production evpanded substantially
(Table 7). Both area and production of vegetables snd feedgrains showed a
continuous upward trend over this period. Between 1971 and 1973 there was
a gradual dropoff in cropped area and production as labor shortages developed,
primarily due to higher wages offered elsewhere in the economy and in neigh-
boring countries. There was a slight upturn in production during 19TL as

labor shortages eased somevhat and as the Government introduced vheat farming
on a limited scale.

Table 7. Number of Farms, Cropped Area and Agricultural Production

(Area in donumq;l/ production in tons)

Number
of Vegetables Feedgrains
Farms Area Production Area . Production.
1960 119 854 1,708 750 3,420
1961 151 1,908 4,292 895 5,817
1962 185 2,562 6,385 1,205 8,435
1963 212 3,416 9,393 1,650 12,375
1964 ~ 248 4,270 12,810 1,850 14,800
1965 28l 5,120 12,360 2,020 18,180
1966 316 6,920 16,110 2,120 16,880
1967 27 6,903 16,34k 2,450 19,870
1968 349 7,618 18,284 2,940 20,270
1969 363 7,715 18,601 3,355 23,595
1970 365 8,439 19,223 3,670 25,485
1971 L1 - 11,043 21,472 5,230 34,617
1972 L3y - 10,713 18,161 5,092 33,817
1973 L2 Q,h13 17,748 3,100 2l ,800
1974 450 9,703 18,342 3,190 25,520

Source: Ministry of Industry and Agriculture.
lj One donum equals 1,000 square meters or one-fourth acre.



3. Economic development

There is no ‘formal institutional arrangement for development planning
in Qatar and there is no comprehensive development plan. Feasibility studies
for major industrial projects are carried out by the Industrial Development
Technical Center and projects are coordinated by the Council of Ministers.

While in the past the major thrust of the development effort was to
establish infrastructural facilities such as roads, an international airport,
port facilities, a comunications network, power and water desalinization plant.
the emphasis has been shifted during the last two years toward major industrial
projects. Recently completed projects include a fertilizer plant, an oil
refinery, and an NGL plant. The fertilizer plant, which has a capacity of
900 metric tons per day of ammonia and 1,000 tons per day of urea, utilizes
methane from the Dukhan oilfield and completed its first year of production
in 19Tk, The oil refinery and NGL plant were inaugurated in esrly 1975. She
0il refinery, built to supply the domestic market, Las a capacity of 6,000
barrels of crude oil input per day and was constructed at a cost of OR 45
million. The natural gas liquids plant has a capacity of 20,000 barrels
per day of prapasne, 8,000 barrels per day of butane, and 4,000 barrels per
day of natural gas and was constructed at a cost of QR 250 million.

Several major projects are either under comstruction or in the planning
stage; government policy toward industrial projects is to assume a TO per cent
share of their ownership in jJoint ventures with foreign concerns and after
project completion to sell a limited percentage of its -share to private
Qatari investors. Projects expected to be completed within the next three
years include an iron ore reduction plant, a petrocliemical complex, a gas
Plant, and extensions of the fertilizer and cement plants. Consideration is
also being given to an expsnsion of the refinery. Cost estimates for these
projects are shown in Table 8.

The iron ore reduction plant is expected to be on stream by late 1977
and will have a capacity of LOQ-450 thousand tons per year. The Qatar
Government will hold a TO per cent share and Japanese companies (which
will market the product), the remaining 30 per cent. The petrochemical
complex will have 80 per cent government ownership and 20 per cent ownership
by French companies who will provide the management and marketing. The
complex will have an annual cepacity of 300,000 tons of ethylene and 145,000
tons of low density polyethylene. The gas plant, a joint venture with Shell
International Gas holding 30 per cent owmership and the Government 70 per
cent, will tap offshore gas reserves to produce MNGL for export, methane as
feedstock for the fertilizer plant, and ethane for the petrochemical operation.
The extensions under way to the cement and fertilizer plants will increase
capacity by 350,000 tons per day to the cement plant by early 1976 and will
double the capacity of the existing fertilizer plant by 1978.

Infrastructural development hes not heen sacrificed to industrial growth;
projects are under way to increase port capacity, construct a new power plant
and electricity *rensmission lines, increase water desalination capacity, and
construct 4,000 new housing units at Umm Said.
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Table .8 « Planned Expenditure on Capital Projects

(In millions of Qatari riyals)

Estimate Estimated
Project 1975 Total
Qatar Iron and Steel Co. 50 800
Petrochemical complex 100 800
Qatar Gas Co. 60 1,200
Qatar Cement Co. 75 250
Qatar Fertilizer Co. 10 350
Refinery 10 1,050

Source: Ministry of Finance and Petroleun.

L., Fmployment, wages and prices

The economically active population in Natar was estimated at 80,000 in
1974 with Qataris comprising no more than 20 per cent. There is no unemploy-
ment in Qatar and labor shortages exist in all areas of the economy. The
admission of fureign labor chiefly from other Aradb countries, Pakistan, India
and Iran {8 regulated by the Ministry of Interior in coordination with the
Ministry of Labor and Social Affairs. As a general policy immigrants are
admitted into the country on a one-year residency permit when sponsored by
a contractor for a specific project; this permit may be extended for the same
project or for other projects. To help ease the labor shortage an agreement
was recently concluded with Egypt to facilitate the immigration of 6,000
Fgyptian skilled and unskilled workers.

No comprehensive data on wages and prices are available for Qatar. Until
1970 wages remained relatively stable but since then the growth in economic
activity together with a more restrictive immigration policy caused the labor

market to tighten, thereby raising the level of wages. In 1973 wages of
unskilled workers were estimated to have increased by 50 ver cent while wages

of skilled workers rose by 20-50 per cent. No increase in government vages
and salaries vas granted in 1973. Farly in 1974 government employees were
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given raises of 5-15 per cent with the higher rate applied to lower income
employees. In early 1975 government employees were given a further increase
of from 10-30 per.cent, with the higher rate applied to the lowver salaries.
Wages in the private sector are estimated to have increased at a faster rate
than in the government sector in 1974 and 1975.

Based on incomplete data, domestic prices in Qatar are estimated to have
increased by between 25-35 per cent during 1974 and 1975. The increase was
partly due to the rise in world prices and higher freight rates, but also
due to domestic supply bottlenecks and strong internal demand. In this respect
the increase in port waiting time from about eipht days in early 1974 to about
fifty deys in 1975 was significant. On the other hand, indications were that
domestic retail trade did not suffer from the monopolistic market structure
freguently found in other countries in the area. To alleviate port congestion
both short- and long-run measures were being taken. As & stop-gap solution
two berths were being constructed at Umm Said to handle imports for the
industrial plants and for the longer run an expansion of the main port was
planned. To lessen the impact on consumers of higher food prices a broad
subsidy program was initiated in early 19TL. Essential food items (rice,
sugar, vheat, ghee, and meet) are imported directly by the Government and
are sold at fixed prices, while the prices of other commodities are held down
by government-controlled profit margins. Other elements of the subsidy pro-
gram include subsidized priceés for petroleum products, cement, water and
electricity; budgeted expenditure for the program amounted to OR 60 million
for fiscal year 1975. The rent freeze for occupied dwellings decreed in
January 1974 remained in effect durirng 1975,

5. Government social welfare prosrams

The Government administers generous social welfare programs, most notably
in the areas of housing, education and lhealth.

There are three government housing schemes for the benefit of Qatari
nationals; these schemes are desizned for the elderly, low income families

and senior government officials, and typically involve the supply of free
land and interest-free loans.

The cost of education is financed by the Government at all stages in Qatar
for all residents; education abroad is also financed by the Government for
Oateri nationals. ZIxpenditure on educetion has grown sharply in recent years
as the number of general education pupils has increased by 20 per cent from
the acedemic year 1973/Th to 1975/76. Estimated current expenditure on educe--
tion during 1975 is OR 152 million compared to the corresponding expenditures
of QR 108 million in 197L.

Medical care in Natar is provided free to all Qatari residents while
treatment abroad vhen necessary is paid for by the Government and is available
to Qatari citizens and government employees. Current hospital bed eapacity in
Qatar is sbout GO0 and en average of about 5,000 outpatients and 550 inpatients
are treated deily by an estimated 100 doctors. Major nevw medical facilities
under construction include a 640 bed hospital to be ready by early 1978, and
64 additional beds at the main hospital in Deha. Future plans include addi-
tional facilities for pediatrics, intensive care, burns, and a 164 bed isolatior
hospital for infectious diseases.
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II. Public Finance

1. Budgetary procedures

All public sector activities are carried out by the Central Government.
The fiscal year is the same as the (aiJri)'Moelem year and thus is 1l-12
days shorter than the Gregorian calendar year. Each year, around the
eighth month of the fiscal year, the various ministries submit their budget
requests for the next fiscal year to the Ministry of Finance and Petroleum
which scrutinizes the requests and modifies them in light of total antici-
pated revenues and genersl guidelines issued by the Ruler of Qatar. The
Ministry of Finance and Petroleum then prepares budget estimates of revenues
by sources and expenditures by administrating departments vwhich, together
vith actual revenues and expenditures for the previous year and the revised
estimates of the current fiscal year, comprise the budget document. The
budget is submitted firat to the Council of '4inisters, then to the Advisory
Council, and finally to the Ruler for approval and authorization. At each
stage of this process, the budget document may be modified with the final
decision resting with the Ruler.

The approved budget document records current and capital expenditures
by administrative departments separately. Net lending by the Government,
vhich also includes government equity participation in industrial projects
vith foreign investors, is prcsented on a consolidated basis.

2. Fiscal developments, 1070-Th

Following a period of moderate growth in the 1960s, government
revenues rose at an average annual rate of 35 per cent in 1970-73 and
more than quadrupled in 197h. Through 1973 total expenditures rose nearly
as fast as revenues and in 197k they almost doubled., As a result of these
developments, the overall budget surplus rose from an average of about
QR 174 million a year (16 per cent of revenues) in i970-73 to QR 4,087 mil-
lion (57 per cent) in 1974. Except for relatively small vorking balances
maintained with domestic banks, nearly all of these surpluses have been
invested abroad (Table 9).

0il revenues have constituted more than 90 per cent of government
receipts after 1971. Income from the Governmment's foreign investments
accounts for most of the non-oil revenues. Other receipts derive main{;
from customs duties, a graduated tax on business and corporate profits,=
and a recently introduced 5 per cent turnover tax on hotel bills, and to a
lesser extent from public utility user charges (see Appendix Zable 14). The
growth of oil revenues since 1971 reflects a multitude of factors: increased
exports up to 1973, rising posted prices between 1971 and 19Tk, increased
royalty and tax rates, and the advent of government participation in the
ownership of the operating oil companies in 1973 and 19T4 (see Chapter ¥,
section 1,f above).

i/ Applicable primarily to foreign banks operating in Qatar.
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1
.Table 9. Budgretarv Overations and Financing. 1970-7S

(In millions of Qatar riyals)

' Budget Estimates
Flscel Year 1970 1971 1972 1973 1974 1974 1975

1. Current revenue 579.4 945.1 1,230.4 1,663.7 7,114.3 5,292.1 7,685.5
011 revenue 515.2 837.5 1,104.3 1,559.8 6,848.2 5,173.7  7,446.3
Customs duties 3.2 8.1 10.8 14,2 20,2 15.5 20.0
Investuent incomse 33.8 60.3 76.2 69.6 206.9 71.0 180.0
Other 27.2 39.2 369.1 20,1 39.0 31.9 39.2

II. Expenditure 504.6 689.8 958.6 1,571.5 3,055.3 (2,720.5 2 (10,163.2)—2/
Current expenditures 358.2 476.5 698.7 1,047.3 1,582.9 1,761.1)-/ 2,067.7

Of which
Grants to foreign govern-
ments and institutions (=) (--) (26.8) (357.0) (509.0) (543.8) (750.0)°
Capital expenditure 132.1 169.3 227.5 248.8 676.5 959.4 1,790.5
Net lending and equity
participation 14.3 46.0 32.4 275.4 795.9 e ces
Loans to foreign governments (net) (--) (--) (=) (-=) (337.1) (eod) (oed)
Domestic lending (net) (14.3) (46.0) (32.4) (189.7) (137.1) Coos) Cens)
Equity participation in
Qatari-foreign joint ventures (—) (-=) () (85.7) (321.7) (oos) (305.0)

III. Overall surplus or deficit (=) 7.8  255.3 271.8 92.2 4,059.0 @,571.6)2/ (3,522.3)%/

IV, Ervors and omissions - -~ - == 28.4 oo ees

V.  Total (IIT+IV) 74.8  255.3 271.8 92.2  4,087.4 (2,571.6)2/ (3,522.3)%/

VI. Finoncing 74.8  255.3 271.8 92.2 4,087.4
Domestic 32.1 10.9 -61.9 2.2 125.9 een e

Net deposits with banks
(increase +) (32.1) (10.9) (-61.9) (2.2) (125.9) [ (oue)
Foreign 42,7 244.4 333.7 90.0 3,961.5 oo vee
Net deposite in fo;'eisn ) ) ) ) 3/ (...) (ees)
banks (increase + ) (1,785.4)=
Ouhor foreign assets 42,7)  244.4) 333.7; 90.0; )
(increase +) ) ) y @16, G R

Source: Ministry of Finance and Petroleum; budget documents and data provided by the Qatari authcorities; and
Appendix Tables 14, 15 and le,

1/ See Appendix Table 1b for an explanation of fiscal years.

2/ Complete information on net lending and equity participation was not available when the budget was

presented.
3/ After deducting QR 19.T7 million as adjustment for exchange rate changes for Qatar rivals.

Z/ After deducting QR 150 million as adjustment for exchange rate changes for Qatar rivals.
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liotvithstanding a relative shift toward capital outlays in recent
Years, current outlays presently constitute about 70 per cent of govern-
ment expenditures. Moreover, significant shifts have taken place within
the current account. Prior to 1973, expenditure on general administration
and the ruling family's civil list accounted for over two-thirds of the
current outlays. Sociel services, mainly education and health, accounted
for about 25 per cent while the rest was incurred on economic services and
aid to Arab and Islamic countries. Since then, grants to foreign countries
have jumped from QR 27 million (less than 4 per cent of current expenditures)
in 1972 to QR 509 million (about 32 per cent) in 197Tk.

The composition of capital expenditure, however, remained more or
less stable during these years. Expenditure on economic services accounts
for three-fourths of capital expenditure. iMost of the remaining share is
accounted for by expenditure on public security.

Government expenditures (excluding net lending) rose from QR 490 million
in 1970 to QR 2,260 million in 1974. About 70 per cent of the increase
reflected expansion in current expenditures which rose from QR 358 million
to QR 1,583 million during the four-vear period. Through 1974, the largest
share of the increase in current expenditures, over 40 per cent, represented
aid grants to foreign governments and institutions and another 30 per cent
of the increase represented wage and salary payments, arising mainly from
allocations to newly established ministries, an expansion in police and
defense forces, and cost of living adjustments for government employees,
Government outlays on subsidies for essential commodities have also increased,
particularly since 1973. Although expenditures on social and economic
services doubled during this period, they accounted for less than 12 per
cent of the increase in current expenditures; most of the additional out-
lays were for education and healti including the cost of travel and
medical treatment abroad because of the lack of proper facilities in Qatar,
The rest of the increase (about 18 per cent) consisted largely of civil
list transfers (Appendix Table 15).

Capital expenditures rose at an annual rate of over 80 per cent, from
QR 132 million in 1970 to QR 677 million in 19Th. More than TO per cent
of the increase in capital expenditures during these years resulted from
outlays on economic services, especially for water, electricity, transpor-
tation, and other infrastructure projects. In the latter category,
expenditures on new road construction claimed most of the increase. The
rest was largely directed to public security and defense.

In spite of the expansion in capital expenditures over the years,
outlays have consistently fallen short of the budgeted targets, especially
since 1973. The main reason for this has been the limitation of the
absorptive capecity of the economy resulting from a shortage of both
skilled and nonskilled labor, a scarcity of building meterials, adminis-
trative bottlenecks, and delays in the delivery of imports (Appendix
Table 16).
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Frior to 1'73, net lending by the Government was limited to a
relatively small amount of housing loans. Since then, the sharp
increases in net lending have mainly reflected government equity partici-
pation in Joint Qatari-foreign industrial undertakings and, eince 19Tk,
loans to foreign governments., In 19T4h equity investment accounted for
about 40 per cent of the total net lending, loans to Arab and Islamic
countries about 42 per cent, and other domestic lending the remaining
18 per cent.

Although Qetar had been giving a modest amount of aid to Arab and
Islamic countries out of current expenditures, these grants were not
separately recorded until 1972 when they amounted to QR 27 million. In
1973 aid grants to foreign countries rose sharply to QR 357 million and
together with net lending of QR 86 million amounted to about 27 per cent
of government revenues. In 197k, although aid grants and net lending.
rose again sharply, together they accounted for about 12 per cent of
governrent receipts.

3. Outlook for 1975

On the basis of availsble preliminary budget results for the first
ten months of the 1975 fiscal year, government revenues are expected to
decline by some 3 per cent to about QR 6,900 million. Government expendi-
tures (excluding net lending) are expected to incresse substantially, but
at a somewhat lower rate than in 1974, and are projected at ahbout
QR 3,470 million. In addition, significant increases are expected in net
lending. The overall surplus is estimated at QR 2,500 million, consider-
ably less than realized in the previous year. As in the past, most of
it is being invested in foreign securities.

The estimated decline in government revenues mainly reflects the
projected 17 per cent reduction in oil preduction; the increase in export
prices effective October 1, 1975, is not likely to have much effect during
the current fiscal year, because of the time lag in payments. The
decline in receipts could have been larger but for the increased income
from governnent investments abroad. Also, some growth-related increases
in custom duties are expected to cushion the fall in government revenues.
Other non-o0il 1eceipts were expected to remain at about the same level
as in 197k,

Although a breakdown of government expenditures is not yet available,
the authorities expect that nearly four fifths of the expansion in
government outlays will be on the current account which is expected to
reach QR 2,500 million, an increase of about 58 per cent over the level of
the previous year. Noet of the increase will result from increased aid
grants to Arab and Islamir countries, expected to amount to QR 1,000 million
or nearly twice their level in 19Th. Government expenditure on most
other cetepories of the current account is expected to remain at about
the same level as in 19Tk, although expenditures on general administration
are expected to be higher, because of increases in government salaries
effected in early 1975, and some expansion on subsidy outlays for

. essential commodities.
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Capital expenditures are expected to increase by over LO per cent to
about QR 970 million reflecting the Government's continuing development
efforts, DUxpansion in capital outlays will be mostly on infrastructure
(mainly road construction) and electricity generation.

Expansion in net lending is expected to be substantial with most of
the increase representing loans to Arab and Islamic countries, estimated
to reach about QR 800 million as opposed to QR 322 million in 19T7h. As
a proportion of government receipts, net lending conbined with aid grants
to these countries is expected to be over 25 per cent. Domestic lending
is expected to show a small gain but net lending to industrial projects
will be at about the sam: level as in 197k,

III. Money and Credit

1. Ingstitutional developments

a. Central banking

The Qatar lonetary Agency (QMA) was established in 1973 as the
central banking institution of Qatar with broad responsibilities. These
responsibilities included the issuance and redemption of currency, the
safeguarding of the currency's internal and external value, the promotion
of credit and exchange conditions conducive to economic growth and
monetary stability, and the regulation of the commercial banking ayetem.l/
However, despite the recent growth in commercial Luank assets and
liabilities, the difficulty in recruiting senior staff has hindered the
QMA in the assumption of most of its designated functions. The QYA
presently confines its operations to the issue and redemption of currency
and the quarterly compilation of banking statistics.

b, Commercial Banks

Wnile monetary aggregates have expanded rapidly in Qatar, reflecting
the rise in oil revenues and growing economic activity, the number of
banks in operation in the country has grown slowly. Since 1973 two banks
have opened, La Banque de Paris et des Pays Bas in 1973 and the locally
owned Qatar Commercial Bank in 1975, bringing the number of locally owned
banks to two and the total number to twelve. The Catar National Bank,
the other locally owned bank (50 per cent government owned) remains the
largest bank and continues to serve as the fiscal agent and depository
for the Government's accounts.

Totel assets of the commercial banks after increasing at an average
annual rate of 28 per cent between 1970 and 1973 rose by 53 per cent
during 1974 and by a further 33 per cent in the first nine months of
1975 (Appendix Table 17). While the composition of these assets remained

1/ For a detailed description cf these responsibilities and designated
functions see Si{/T4/161.



stable in the 1970.-72 period (forcipn assets and claims on the private
sector each accqunting for U0-50 per cent of total assets) a shift

toward private sector credit occurred in 1973 and continued throughout
1974 and the first nine nonths of 1975; the percentage of total assets
accounted for by claims on the private sector rose to 55 per cent at

the end of 1973, remained at that level durins 1974 and increased to

60 per cent by the third quarter of 1975. The increase in these claims
reflects the growth in impcrt trade for the most part generated by the
rising level of government expenditures on industrial projects and the
growth in construction activity. To a large extent changes in net foreign
assets of the commercial banks reflect movements in the local deposits of
the Government denominated in foreisn currency. Hovever, beginning in
the fourta quarter of 1974 local branches of foreign banks sharply
increased their indebtedness to their home offices, thereby slowing the
rate of growth of net foreign assets in the second half of 1974k and
decreasing the level over the first three quarters of 1975; the borrowing
vas used for the most part to finance local trade and investment. Other
asgsets of the commercinl banks have remained fairly stable; during the
first quarter of 1975, however, banks increased their cash holdings in
anticipation of a possible revaluation of the Qatar riyal.

Commercial bank liabilities consist primarily of demand deposits
and quasi-money deposits, which together account for ehout 65 per cent
of total liabilities; while this percentage has declined from an average
of T5 per cent during 1970-T3, the composition of private deposits
between locel time and demand deposits has remained stable, as the
proportion of private deposits denominated in . reign currency has fallen,
Government deposits, while on the average accounting for less than 10 per
cent of bank liabilities, fluctuated considerably during 197% end in the
first nine months of 1975 due to timing differences in the flow of
receipts and expenditures. GCovernment oil receipts are received
periodically in foreign exchange in povernment accounts abroad; then,
as the need for domestic expenditures arises, funds are initially
transferred to government deposits denominated in foreign currency with
the Qatar ilational Bank and required amounts are later switched to the
Government's local currency account.

¢c. ‘Interest rates

An interbenk agreement continues to regulate interest rates on bank
deposits in local currency and on advances; rates on foreign currency
deposits are determined by individual banks depending on conditions
prevailing in international financial markets. The minimum prime lending
rate is 7 ver cent. Local currency deposit rates range from 4 per cent
to 6 per cent. ‘

2. tionetary develooments

The money supply has moved erratically in recent years (Table 10).
The rate of growth doubled in 1971 to 20 per cent and again in 1972 to
4G per cent before declining to 20 per cent in 1373; the decline in the
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rate in 1973 may have reflected the buildup of excess liquidity in the

tvo previous years, The growth in quasi-money during 1971-73 closely
followed the increase in the money supply during that period, rising by

21 per cent, 41 per cent and 14 per ceat, recpectively. In 1974 and the
first nine months of 1975 both money and quasi-money resumed thelir
expansionary path, rising by 36 per cent and 33 per cent, respectively,

in 1974 and by L4 per cent and 3L per cent, respectively, during the first
nine months of 1975. From a traditioral accounting point of view, the
monetury expansion in 1974 was partly .ue to a rise in the banking system's
net foreign assets and partly due to the increase in credit to the private
gsector; in the first nine months of 1975 the dominant factor in the monetary
expansion was the growth in private sector credit. The expansionary impact
of these factors was partly offset by the rise in government deposits and
in net unclassified liabilities, However, this analysis does not shovw

that the major expansionary force has been the Government's domestic deficit,
i.e., the excess of government domestic expenditures over domestic revenues,
financed by a drawdown of government foreign assets derived from oil
receipts. In 1974 and in the first nine months of 1975 the expansionary
impact of the Government's domestic deficit was substantially augmented by
increases in each period of 50 per cent in credit to the private sector,

due mainly to a rise in the demand for import and construction finance and
partly to increasing land speculation.



Table 10, Fnctors Affecting Changes in Domestic Liquidity

(In millions of Qatar riyals)

First 9 Months
1670 1971 1972 1973 1974 1975 1975

Changes in:

Money and quasi-money 37.9 18k 201.2 113.0 268.6 2%0.2 413.8
Money 17.7 39.5 108.%L 67.4  1L7.8 15,2 2L8.2
Quasi-money 20.2 38.9 92, k5.6 120.8 145, 165.6

Het domestic assets 27.0 -1..9 131.0 98.3 -16,8 78,8 380.1
Credit to private sector 3.8 7.7 70.3 170.7 2W9.1 237.4 377.7
Government deposits (net)

(increase -) 9.8 .L1.8 Ly, b 24,9 -101.8 -52.1 61.6
Other items (net)
Foreizn assets (net)/ 10.8  90.3  70.2  1k.T 285.% 21,7 33.1

(Per cent change)

Money and quasi-money 10.9 20.4 L3.5 17.0 34,6 37.4 39.6
Monzy 9.8 20,0 4s5.7 19.5 35.8 35.2 Ly .3
asi-money 12.1 20.8 4i1.1 14,3 33.2 3.9 3k.1
Credit to private sector 17.4 22.2 26.8 51.3 9.5 47.2 50.2

Sources: <Qatar Monetary Agency and iinistry of Finance and Petroleum.

1/ Excluding government foreign assets held abroad and reserve vnosition in the
Fund, see Appendix Tsble 19, footnote 1.
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IVv. External Sector

l. 3Balance of payments developments

'o official balance of payments statistics are compiled in Qatar.
The estimates made by the staff and presented in Table 11 are based on
incomplete data of varying degrees of reliability. The only official and
published information pertains to the volume of oil exports, and the value
of other exports and imports. Other official but unpublished information
is available regarding government investment income, official grants and
loans, government investments, and government foreign exchange reserves.
The remaining balance of payments components are staff estimates.

As indicated in Table 11 two of the principal characteristics of
Qatar's external accounts during the period 1971 to 19T4 were the high
degree of dependence on oil exports and the corresponding small size of
non-oil exports. The other notable features were the negative balance
with respect to services, private and official transfers, and nonmonetary
capital. Persistent surpluses have been recorded during the period covered
both in tae current account as well as in the overall balance of payments.

2. Merchandise trade

a. Exports

Crude oil exports accounted for between 96 per cent and 98 per cent
of Qatar's total exports in the period covered, growing at the rates of
36 per cent in 1972, 45 per cent in 1973 and 223 per cent in 19Tk. The
actual volume of oil exports rose by 13 per cent in 1972 and 18 per cent
in 1973 before declining by 10 per cent in 1974, but in all these years
the increase in the estimated average export price was higher than the
real quantity change. On average, more than half of Qatar's crude oil
exports in recent years has been shipped to Western Europe with most of
the remainder going to countries in Asia and Africa. The United Kingdom
vas the largest single importer of Qatar's oil. Other important markets
vere France, Italy, and North America (see Appendix Teble 20).

Hon-0il exports are principally re-exports to other Gulf states,
with the main commodities re-exported being food and tobacco products,
some consumer durables, transport and industrial equipment, and spare
parts. Domestically produced exports consist of vegetables sent to other
Gulf states, and urea and ammonia produced by t@e fertilizer factory.
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Table 1l. 3Balance of Pavments

(In millions of SDRs)

1971 1972 1973 1974

1. Herchandise trade, f.o.b. 172.9 260.0 365.6 1,471.3
0il exports 254.0 346.3 501.5 1,620.2
Other exports and re-exports 11.6 15.7 1k.9 30.7
Importsl/ -86.7 -102.0 -130.8 -1T79.6

2. Services and private transfers -80.2 =116.1 -169.5 <-154.2
0il sector2/ ~48.7 -81.1 -107.8 -05.6
Investment income receipts 16.5 23.0 19.9 60.9
Other receipts 6.0 T.h4 6.6 8.4
Other payments -54.0 -65.4 -88.,2 -127.9

3. Current account balance (1+2) 98.7 143.9 216,1 1,317.1

4, Capital and official transfers -28.4 -83.6 -189.1 -686.2
0il sector3/ =12.2 0.9 -23.2 k2.0
Official transfers and loans to

less developed countries -9.7 4.3 -Ti.b  -~176.3
Transfers (-11.1) (-5.6) (-75.0) (-106.9)
Loans (1.4) (1.3) (3.6) (-69.4)
Other loans and investmentst/ cen =24 .5 -13.0 =265.0
Other cepital5/ 6.5 =55.7 -8L.5 -202.9

5. Overall balance 70.3 60.3 27.0 630.9

6. Reserves and related items
(increase in assets -) -70.3§/ -60.3 -27.0 =630.9

Sources: Compiled by the staff on the basis of data provided by the
Ministry of Finance and Petroleum, the Qatar Monetary Agency, and the
Customs Department.

1/ Execluding defense imports.

2/ Consists of oil company profits and compegpsation payments by the
Government .

3/ Including delasyed payment credit extended by the Government.

57 Including capltal subscriptions and participation in Arab and Islamic
organlzat1ons.

5/ Including errors and omissions.

G/ Includes some loans and investuments.

Note: Official transfers, loans, and investments are on a fiscal-year bssis
(see Appendix Taeble 1k, footnote 1): otuer items are on a calendar-
vear basis. Figures in Qatar riyals have been converted into SDRs
using the rate SDR 1 = QR 4,7619.




- 25 -

b. Imports

With the exception of a limited number of goods produced locally,
wost of Qatar's consumer, intermediate and capital goods are imported (see
Appendix Teble 21). As indicated in Table 11, imports have risen steadily
in recent years growing by 18 per cent in 1972, 28 per cent in 1973, and
37 per cent in 19Tk, This reflected both the increase in government capital
spending, notably the expenditures for the construction of the fertilizer
plant, the refinery, and the HGL plant, and the expansion of the flour
mill and the cement factory, but also the rising level of consumer demand.
Appendix Table 22 shows that the three principal supplying countries
were Japan, the United Kingdom, and the United States which together
accounted for about 42 per cent of total recorded imports in 19TL.

3. Services and private transfers

The persistently negative balance on tiis account reflects primarily
profit transfers by the foreign partners in the operating oil companies
but also remittances by the expatriate workers living in Qatar. Oil
company profits, however, are estimsted to have declined in 19Th reflecting
the decrease in exports, the increased government participation in the
ownership of the operating companies, and the successive increases in
royalty and tax rates during the year. Remittances by foreign workers,
however, are estimated to have risen systematically as both the size of
the foreign work force grew in response to the booming activity in Qatar
and also wages and salaries rose in nominal terms. The two outflows have,
until recently, been offset only to a small extent by the earnings from
foreign investments. The foreign assets of the Government (see section
5 below) constitute the principal component of Qatar's total foreign assets
and the Government's holdings more than quadrupled in 197k,

4, Capital and official transfers

Government foreign transfers which had been very small prior to 1973
increased very markedly in that year, when Qatar made a number of grants
to countries involved in the 1973 war in the Middle East, and increased
further in 1974 as more aid was channeled to neighboring countries on a
bilateral basis but also as contributions and subscription to regional
orgenizations. Transactions with the foreign oil companies have resulted
in negative outflows being recorded in both 1973 and 19Tk, These out-
flows arose mainly because of the lags in payments for the exported oil
and reflect the fact that government earnings on participation and equity
exports were higher at the end of both 1973 and 19Th than at the beginning
of those years. The category other loans and investments consists
principally of government loans to and direct equity investments in the
financial marekts of the developed countries. Such investments which were
rather small before 1974 increased very substantially in 19Tk as a
greater proportion of the current account balance was channeled into non-
monetary asset holdings. The residual item in the capital account groups
together unidentified private capital transiers as well as defense
imports and the portion of oil comvany imports which is not recorded
in the customs returns.



S. Foreign reserves and reserve management

Qatar's foreign reserves increased from about SDR 186 million in
1970 to about 5DR 975 million at the end of 1974 with the bulk of the
increase being in government assets. There were only small absolute
changes during the period in the assets of the QA and the commercial
banks (Table 12),

Table 12, Foreign Reserves of the Government and the Banking System

(In millions of SDRs)

End of December 1971 1972 1973 1974
Govermnent,y of which: 183.2 228.83 252.8 823.8
Reserve position in 7he Fund (==) (5.0) (5.0) (5.0)
Qatar ifonetary Agency2 19.8 21.4 29.3 54,2
Total official 203.0 250.2 282.1 878.0
Commercial benks (net) 53.6 66.7 61.8 96.8
Grand total 256.6 316.9 343.9 974.8
Change 70.3 60.3 27.0 630.9

Sources: Ministry of Finance and Petroleum and Qatar ionetary Agency.

1/ End of fiscal year data; up to 1973, figures include some domestic
assets,
_2__/ Includes gold holdings.

While until 1968 official reserve assets were held in sterling, they
have been diversified since into several currencies including Swiss
francs, U.S. dollars, Canadian dollars, deutsche marks, Japanese yen,
Belgian francs, Hetherlands guilders, and French francs. Data as of the
end of fiscal year 1974 (ended Januery 1lh, 1975) indicate that sbout
SDR 445 million or nearly 55 per cent of total reserve assets was in the
form of foreisn currency bank deposits while more than 37 per cent was
in the form of bonds and other fixed income securities; the rest con-
sisted of gold, real estate, and claims on regional organizations.

Payments for Qatar's oil exports are initially made to the Govern-
ment's accounts with banks in London. From there funds are transferred
either back to Qatar for meeting government expenditure and local
investments or to other financial centers for foreign investments. The
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policy on reserve management is formulated by the Qatar Investment Board
vhich is chaired by the Minister of Finance and Petroleum and meets
every six months. The strategy underlying foreign investment has been
one of msset diversification and the spreading of exchange. rate risks.
Bond holdings range from the short-duration veriety to the medium-ternm
ones, none being of more than ten years' maturity, and all are either
direct government or government-guaranteed obligations. Movements of
funds from one geographic market to another are effected by either con-
trolling the level of new invesment in that market (since Qatar has treen
a net investor in recent years) or by very gradusal small sales so as not
to affect asset prices or exchange rates.

V. The Exchange and Trade System

1. The exchange rate

The Qatar riyal was issued by the Qatar ifonetary Agency beginning
on Mey 19, 1973 with a gold value equivalent to 0.186621 gram of fine
gold., An initial par value for the riyal of 0.186621 gram of fine gold
per QR 1, corresponding to 0.21 SDR, was esteblished on June 1k, 1973.
At the same time, Qatar availed itself of wider margins.

Until March 18, 1975, the riyal was pegged to the U.S. doller on
the basis of the relationship of the gold content of the two currencies.

Qatar advised the Fund that effective March 19, 1975 the riyal has
been linked to the SDR on the basis of its par value, and that it will
continue to avail itself of wider margins. Qatar's intervention currency
is the pound sterling with a daily exchange rate for the riyal being
established by the QMA on the basis of the previous day's SDR/sterling
rate. From March 19, 1975 to October 18, 1975, the QA established
deily a middle rate for the riyal which corresponded exactly to the
previous day's SDR/sterling rate communicuted by the Fund. In dealing
with commercial benks, the QYA maintained & spread of approximately 1 per
cent around its riyal sterling rate and stood reedy to sell sterling up to
a daily limit of QR 2 million (minimum transaction QR 0.5 million) and
buy sterling in unlimited amounts. The daily sales limit did not, however,
epply to the Qatar National Bank and in any case is believed to have
exceeded the normal working requirements of other banks.

The exchange system was modified on October 18, 1975. In circular
number 1/75, the QA advised commercial banks that effective October 18,
1975 it would establish daily buying and selling rates for the U.S. dollar
in addition to the pound sterling and that its spread around the middle
rates would become one-half ver cent instead of the previous 1 per cent.
The QA also instructed banks to maintain a spread of 1 per cent in their
buying and selling transactions with the public; previously these
spreads had been 2 per cent or more. The QMA began setting the daily
middle rate of the riyal in terms of sterling at :..pproximately the upper
boundary of the 2% per cent margin thus effectively appreciating the
riyal in terms of sterling.
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2. Administration of control

The OMA is the exchange control authority, but there is at present
no exchange control legislation in Oatar. Import licenses, which are
required for a limited number of commodities (see section 6 below), are
issued by the Ministry of Economy and Commerce.

3. Current peyments and receipts

All settlements with Israel, Rhodesia, and S6uth Africa are prohibited.
No other prescription of currency is in force, but in practice payments to
and from the sterling area countries are usually made in sterling area
currencies. Qatar has ceased to be a Scheduled Territory in terms of the
U.X. Exchange Control Act of 1947 but under current U.K. exchange control
regulations continues to be regarded as a country of the Overseas Sterling
Area. There are no limitations on payments for and proceeds from invisibles.-

. Capitel

Banks are required to obtain permission from the Ministry of Finance
and Petroleum for all remittances in excess of OR 50,000, although in
practice this regulation is only a formality. Foreign participation in
industriel enterprises is prohibited unless NQatar nationals control at
least 51 per cent of the shares. MNo exchange control requirements are
imposed on capital payments or receipts by residents or nonresidents, but
payments must not be made to or received from Israel, Rhodesia and South
Africa.

5. Yonresident accounts

No distinction is made between accounts held by residents and those held
by nonresidents.

6. The trade system

a. Imports

All imports from Israel, Rhodesia and South Africe are prohibited.
For a period in 19T4-75, there was a ban on trading with Portugal but that
is no longer in effect. Imports of alcoholic beverages, firearms, ammuni-
tion, and certain drugs are subject to licensing for reasons of health,
morals, or security. Only licensed parties can ente:* the import trade
and each importer can import only the commodity or commodities specified
in his license but there are no restrictions on awarding such licenses:
a license for general merchandise imports entitles a merchant to import
any goods. All imports by the Government, the oil companies, and certain
other imports by the private sectorl/ are free of duty. All other imports

1/ Gold, all printed material, fruits and vegetables, livestock and
animal feed, rice and sugar.



are subject to an ad valorem duty of 2.5 per cent except cement,l/ tobaceo
products (subject to a rate of 10 per cent), phonographs and records (15
per cent), and alcoholic beverages (50 per cent). Goods in transit are not
taxed.

b. morts

All exports to Israel, Rhodesia and South Africa are prohibited, but
exports to other destinations may be made freely. Crude oil exports to the
United States and the Netherlands were prohibited effective October 21 and
October 2L, 1973, respectively. The prohibition on crude oil exports to
the United States was lifted on March 18, 1974, and the prohibition on oil
exports to the Netherlands was lifted on July 10, 1974.

7. Gold
The monetary authorities and all other residents and nonresidents may

freely and without license purchase, hold, and sell gold in any form, at
home or abroad. They may also import and export gold in any form without

a license and without payment of customs duties or tax. However, trausactions

involving Israel, Rhodesia, and South Africa are prohibited.

1/ Cement duties, designed to protect the domestic industry, are altered
as domestic conditions warrant.
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Ownersiin of Crerating Comvanies

Cperatinn Company

R Date
Concession Production
ownership Period : Started
Qatar “eneral Peirc-~ May 1735- Lecember 19.0

Qatar Petroleum Company (92C)

Shell Company of Qatar {3heli)

Al Bunduj Compaay Ltd.

Wintershall

leum Corp. (605) iy ~350

Brivish Petrcleum
(9.50 %)

Royal Cutch Shell
(9.507%)

Campagnie ‘rancaise
des Petroles
{9.5¢%)

Standard 011l of N.J.
(L.75%)

Hobil Cil (4,75%)
Partex (27)

Qatar Genera! Peiro- August 1952 - January e b
leun Corn. (A7) farust 2037

Royal uutch Shell
(40%)

Britisi: Petroleum October 1975
{331/5 %

compagnie rran-
¢caise des
Petroies
{33 1/37)

vnited Petroleum
Deveilonment of
Janan (33 1/35

Foeh Cil !357%)

Wintershall i32." " -

Veba Chemie (127)

weutscne Schachibiu
(7.57)

United lindman (57)

Gulf Stremn resources

e
9,
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Table 17. Qatar
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Foreign liabilities
in Qatar
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Assets = Lisbilities
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Foreign sssets (net}
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Foreign assets

End of period
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Demand deposits
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Table 20. Qatar: Direction of 0il Exports

(In per cent)

1970 1971 1972 1973 1974

Western Europe 66.5 68.8 69.0 63.1 57.0
Retherlands 8.6 11.6 25.7 25.3 3.2
Fr&nce 12-6 ll‘.o 902 12-3 15.6
Italy 12.9 17.0 12.0 11.5 1.1
United Kinpgdom 25.8 17 .9 15.2 11.2 19.0
Other Europe 6.5 8.4 6.9 2.8 8.1
Asia 10.4 9.5 14.0 1h4.6 19.4
Thailand 8.9 8.2 9.1 10.1 9.6
Japan 1.0 0.3 0.2 0.7 0.9
Other Asia 0.5 1.0 4.6 3.9 8.8
North America - 0.4 1.8 3.9 15.2
South America 2.6 2.4 1.0 0.1 -
Africa 13.7 13.1 8.5 13.8 5.3
Australia 6.8 3.1 2.4 2.0 2.1
other - 2-7 3-2 2."" 1.0
Total 100.0 100.0 100.0 100.0 100.0

Source: Ministry of Finance and Petroleum, Department of Petroleum Affairs.
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Table 22. Qatar: Direction of Imports

(In _per cent)

1970 1971 1972 1973 1974

Japan 9.3 10.5 12.5 1.2 17.9
United Kingdom 2.2 37.5 26.4 27.5 14.0
United States 10.1 9.7 10.4 10.3 10.2
Lebanoa 6.5 5.5 6.9 5.7 6.3
Germany, Fed. Republic of 5.6 4,6 5.2 5.4 6.2
Australia 2.8 2.0 3.0 2.9 3.0
India 6.1 2.3 2.0 2.6 3.0
Kuwait 1.4 1.1 1.9 2.5 2.6
France 3.9 2.6 8.2 5.0 2.6
Bahrain 2.3 1.7 2.0 2.3 1.6
Others 27.8 22.5 21..5 24,6 - 32.6

Total 100.0  100.0  100.0  100.0  100.0

Source: State of Qatar, Customs Department, Yearly Bulletin of Imports,
Exports and Transit, 1970-TL.
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