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Abstract

This thesis aims to examine some aspects of technology transfer to Third
World countries, trying through a theoretical discussion to situate this
transfer within the new trends in the international division of 1labour.
Its main thrust is that despite its important and vital role in the
development process of the developing countries, modern tachnology does

not always contribute to the enhancement of development opportunities.

The thesis looks at technology in general as not having neutral role in
the development, and considers that unless it is incorporated within a
particular socio-political system capable and willing to meet require-
ments of economic development its impact may be negative. The case of tne_
computer systems in the Kuwaiti Public Institution for Social Security is
taken as an example to show that technology transfer to Kuwait is more
part of the excessive social consumption characteristic of Kuwaiti
economy and society than a way of meeting realistc develiopment
requirements. Hence its impact cannot be compared to its introduction in

the advanced capitalist countries.

The development of excessive social consumption in Kuwait is traced to
the courntry's reiatively huge o0il revenue:s ard the disbursment of these
revenues among a small population withn a 'traditinal' socio-political

structure.
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CHAPTER ONE: INTRODUCTION

During the past ten to twenty years, many developing countries have
undergone an important process of industrialisation that has involved
various ways of transferring advanced technology created and developed in
the industrialised countries and implanting it in their economies. Such
proceéses came amidst a growing realisation that any sound economic
development which is going to bridge the gap between the industrialised
and the developing countries cannot be achieved without assigning a vital
role to the industrial sector. Many theories have attached to this sector
the prime importance in increasing production and in creating the forward
and backward linkages necessary to revive the rest of the economic

sectors and secure the levels of demand needed for industrial products.

Moreover, one of factors envisaged as a particularly important
precondition for industrialising the developing countries was the
introduction of advanced technology and the application of modern science
to all aspects of economic and social life. Hence since the mid 1970s,
international development organisations have made increasing efforu:z to
bring to the world's attention the need for the creation of a new world
economic system capable of spreading the fruits of science and technoicgy

to the developing countries (1).

Modern technology was viewed as essential, and as a 'short cut' which
would Dbring about the desired social and economic development of the
developing countries. International cooperation in spreading the worls's
technoleogical and scientific achievements was promoted in order to

"enable the developing countries to enhance their development




opportunities by utilising the most effective means of resolving their

social and economic problems™ (2).

Degpite this grewing concern, the picture of the world distribution of
science and technology remained one of grave inequality in favour of the
industrialised countries. To cite only one example, between 1973 and
1975, the amount of money spent on scientitic research and development
reached $120.3 billion in the developed countries compared to only $1.9
billion in the developing countries (3). Such a picture became aggravated
in the later years with multinational corporations (MNCs) maintaining a
vital monopolies of world science and technology. In fact, it is expected
that, by the end of this century, about 300 to 400 of the MNCs will
possess more than two thirds of the world's industrial and technological
assets and will produce more than half of world industrial production

(4).

Nevertheless, some developing countries, armed with large amounts of
liquid capital from rapidly accruing oil revenues, made rapid increases

both in their accumulation of modern capital goods (machines, tools,

equipment), and in their ‘'purchase' of the services of foreign
technicians and experts. Such acgusitions were understood Dy =the
governments of these countries as the 'transfer of technology' which was

to permit the growth a genuine, independent industrial cagpabpiliity

h

Other groups of developing countries underwent a major process of
industrialisation and technology transfer through the agencey of MNCs.
This took the form of relocation of enterprises away from traditional
sites in the industrialised countries to the developing countries,
especially those favourably endowed with cheap labour and natural

resources which made this process of relocation more profitable (6).



Kuwait, with about 70 billion barrels in proven petroleum reserves,
represents a country within the first category i.e. an o0il country. It
depends almost entirely on its o0il resources. With a production of about
750 million barrels per year, oil constitutes more than 95 per cent of
Kuwaiti exports and provides the state with more than 88 per cent of its
revenues. Given the very small size of the Kuwaiti population in
comparison to the revenues derived from oil together with the 1limited
size and relatively recent development of the economy, 0il enables the
state of Kuwait to have at its disposal a large amount of liguid monetary
capital. With oil revenues of about $8.8 billion annually in recent
years, Kuwait is positioned at the top cf the so-called 'super-rich' oil
states in terms of average per capita income; $15,000 according to

estimates published by the World Bank (7).

Besides covering the cost of catering for a relatively high standard of
living for the majority of the Kuwaiti population these revenues have
caused the economy to be characterised as one with a capital surplus (8).
They have enabled the state to purchase whatever it considers necessary
in the form of capital goods and technnlinay for +ho Lransidiwacion or the
economy and for "building up human and material productive capacitiesg"
(9). Hence in 1977, for example, more than 50 per cent of the relat:vely
large o0il revenues were absorbed by imports. Per capite -mpcris irzrzzzad

from $726 in 1971/72 to $3,124 in 1976 (10).

The bulk of the imported technology was absorbed by the 0il and service

sectors. This is mainly because of the basic characteristics of the
Kuwaiti economy, discussed in the next chapter, and in particular its
narrow base and limited spheres of activity (11). The dominance of the




civil service sector in the economy as the main employer of Kuwaiti
labour, which is a manifestation of extended government services,
accounts for the fact that this sector has become one of the most

important consumers of imported technology.

Modern technologies, created mainly to assist the management of
capitalist enterprises in industrialised countries, were imported and
implanted in Kuwaiti state offices and institutions. Computer use became
one of the essential ingredients of management in almost all Kuwaiti
ministries and other state institutions. Contracts with foreign companies
and leading MNCs in the sphere of computer hardware/software production
were made to supply these institutions with data processing systems and
hardware together with the needed experts and supervision. It is not an
exaggeration to say that one of the most clear manifestatione of today's
Kuwaiti affluence can be seen in the modern technological facilities

which are at the disposal of ministries and state institutions.

Whether these facilities and technologies perform the same managerial and
other tasks they were designed to perform in the industrialised countries
is an dissue that this thesis is trying to tackle. In other words, by
analysing the role of technology in the capitalist production proces<s and
particularly its part in controlling this process, we will try to examine
the extent of the use of transferred technology in the manacemsn-z of

state institutions.

In fact, our aim is not to question the important role that modern
science and technology, which has been devised in answer to ithe needs of
industrialised countries, c¢an play in the development processes of the
Third World. Tﬂis is because there is no doubt that sound and effective

development can never be attained with backward and primitive means of



production and technology. However, the guestion that we think is most
relevant to the issue of achieving such progress is that which concerns
the economic and socio—political structures under which the introduction

of modern technology takes place.

Our study of the role of technology transfer to Kuwait will be bhased on
analysing the use of a computer system in the Public Institution for
Social Security (PIFSS). As well as having been an employee in this
Institution since 1879, we have carried out a field survey involving 333
employees of the PIFSS in March / April 1985. In this field work we
distributed a questionnaire to the employees ceontaining various inquiries
about their status and conditions of work. We have also used other

elementary sources published by the PIFSS and the Kuwaiti government.

Chapter Two will give a theoretical framework for discussion of the
general role of technology in the capitalist production process examined
against the Dbackground of the main capitalist theories of management.
Within this framework we will analyse the new international division of
labour and the consequent transfer of technolcgy to the developing

countries.

Chapter Three of this thesis will provide a general description of
Kuwaiti society and economy both before and after <the discovery and
production of o0il. It will also look at the changes irn  the =GC

political structure that have resulted from the advent of oil.

Chapter Four will discuss the general conditions under which the PIFSS
was created and its vrole as a means of distributing state income. Tt will
describe its stages of growth and the sphere of its activities together

with the introduction of computer systems and their role in carrying out

Ui



the Institution's tasks. Tt will also examine the status of the employees

in regard to their qualifications, salaries, rewards, etc.

Chapter Five will attempt to examine the working conditions of the
employees in some of the Instatution's departments. It will discuss the
nature of their daily tasks, the effect of the use of computer upon these

tasks, and their relations with the management.

Finally, Chapter Six will provide some concluding remarks about the
technology transfer to Kuwait in general, and the role of the computer

systems in the PIFSS in particular.
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CHAPTER TWO
TECHNOLOGY, TECHNOLOGY TRANSFER, AND THE INTERNATIONAL
DIVISION OF LABOUR:

A THEORETICAL FRAMEWORK



The role of modern technology in any development process cannot be under-
estimated. It is increasginly recognised that without it the developing
nations cannot attain the high levels of production and productivity they
require. Hence, one of the immediate problems faced by these nations is
how to acquire modern technology, and which type of technology can be
best adopted and adapted to their redquirements. Another important
question is whether modern technology produced in the advanced capitalist
countries is relevant to the needs of the Less Developed Countries
(LDCs), without taking into consideration the nature of the socio-

political system within which the develcpment process is taking place.

In this chapter we will try to discuss the role of technology in the
process of capitalist development, and the manner in which technology is
manipulated by the capitalist organisation of production, in a similar
way to that of the division of labour, in order to transform the labour
power into the highest level of actual labour and to maximise the
extracted surplus-value. The work of Harry Braverman, (Labour and

Monopcly Capital), will const-ture the haciac Far our avovmosds Ve Wil

=

also daiscuss the issue o7 rechnology transfer and see if  such  transfer

can be usefuvl tc the wrorese of development through a critical
sxamirzTion e s > Zrzhiri Ermmarlzl Lropropriate oF
Underdeveloped —Technology: ). Finally, we will +try =t©o establish a
connection petweer currsant technology titransier to the developing

countries and new trends in the international divisizsn of labour through
studying these trends as elzlrazed in the work of Frobel et al (The New

International Division of Labcur).
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1. Capitalist Management and the Role of Technology in the

Production Process

In order to understand any aspect of capitalist society, the accumulation
of capital must be regarded as the driving force behind its development.
Accumulation of capital and achieving unlimited appropriation of abstract
wealth in the form of money is the capitalist goal. It determines Dboth
the development of labour/capital relations and the development of the

forces of production.

Historically, capitalist development passes through two distinct forms of
labour/capital relations. The first is dominated by the subjection of
labour to capital through non-wage relations. It emerges in the form of
agreements between workers and their capitalist employers that are
manifested in the creation of domestic subcontracting and “"putting-out"
systems. These are the first examples of early industrial capitalism.
They represent "marked efforts on the part of the capitalists to
disregard the difference pbetween the labour power and the labour that can
be gotten out of it"™ (1). Other forms which rely on extra-economic forces
such as serfs, slaves, or c-rer non-wage labour relations are also used

for the appropriation of surp_us value (2).

Iy

direct producers are Geprived of their means of production and are thern

'free! and forced at the same time to sell their labour pocwer to the
owners o©f the means of producticn. With the dowination of the second
form, the essential mean: -2 the enhancement cof capital accumulation

pbecomes the prolongation of the working day "so long as capital is not

restricted by legal regulations which are a result both of the strength

1.0



of workers' organisations and the capitalist realisation of diminishing
returns on the excessive prolongation of the working day" (3). The next
step after this 1s to LnCrease the productivity of labour. However, for
both objectives to be efficiently realised, capital has to exhibit some

forms of control over labour.

Nevertheless, it 1is impossible to exert total control over workers
without gathering them under a single roof while working regular hours, a
process which comes to dominate the later stages of capitalist
production. The necessity for this control stems from the fact that
capital's ability to Dbuy labour power must be accompanied by other
elements in order to transform such power into actual labour. Thus the
organisation of the labour ©process, work and the instruments and
techniques employed, are all dedicated to the maximisation of the
extracted surplus value. The organisation of work, which is also partly a
product of labour resistance, 1s meant to assure the domination of
capital over labour.

"Under capitalism, wor% 1s organised £to achieve profit

sufficient not only tc rewmunerate the capital, and to ensure that

capital 1is not transfe lswhere, or put to other uses, but

un
r e
alsc to ensure a constant orocess of re—-invectmont in Nlw Leclhinu—
logies, markets, products, and work systems"(4).

ed
7
These elements are necessary Decause, given the ultimate obijectives of
the owners of tine means ¢ fcogcuction, conflict between them and the
producers is inherernt i Ths 1AaQllir proces:s.  Ir cthery words, the cenirci
exerted by capital over labcur Dbecomes necessary in order to introduce

forms of discipline which guarantee the transformation of labour power

3

:r.ce the rzis I on

into lapour. H

a

ig to &It as the means by whicrh
capital can impose its will zrd direct the motivation of the labour force

for the creation of surplus value.
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1.1. Capitalist Management and the Division of Labour

With the expansion of capilalist enterprise, the problem of management
and that of the organisation of the labour process emerges as one of the
most important factors through which the capitalists' ultimate aim in

expanding the value of their capital could be achieved.

One of the oldest economic principles of capitalist production is the
division of labour. According to Adam Smith, there are many advantages to
sub~dividing the labour process; labour productivity increases because of
enhanced dexterity and skill; there is a minimisation of changeover and
work preparation time; and there is a stimulus for the dinvention of
specialised mechinery. Thus it becomes possible for capital to monopolise
control over the labour process. Furthermore, by dividing the work to be
executed into separate activities which require differing levels of skill
or strength, the cost of the production process is reduced considerably

(Babbage principle).

This last advantage of the division o¢f labour, i.e. the Babbage

principle, is, according t¢ Braverman. fundament sl +o +heo sveluliun ol

~ —s

the division of labour in caritalist society.

It gives expression
labour

r
- 2es o A

of the division of
the labour process

2lzmants scme  of

Dyt ©Oo its

wn.ch. are simpler tharn iers and each of wiho.ch is simpier <ThLan
the whole. Translated into market terms, thigs means that the
labour power capable of performing the process may be purchased
nore cheaply as dissociated elements than as a capacity
integrated in a single worker. (5)
According to Braverman, ths 3iviszion of labour is an effort to "preserve
scarce skills"™ (6). He sees the capitalist division of labour as "the

most common mode of cheapening labour power". By breaking up labour into



its simplest elements and divorcing every step in the labour process from
special knowledge and training, and reducing it to simple 1labour, the
division of labour becomes a process in which the cost of labour is
reduced to the minimum while its productivity is increased and management

control is achieved.

The rapid growth of industrial capitalism during the late 19th century
which manifested itself mainly in the expansion of the size of
monopolistic industrial enterprises made the problem of management more
complex. This resulted in the appearance of various theories specifically
concerned with providing an effective management capable of maximizing
capital expansion. Frederick Taylor initiated the movement of scientific
management which according to Braverman belongs to "the chain of
development of management method and the organization of labour and to

the development of technology, in which its role was minor" (7).

Taylor's ideas on manadgement and control were pased on his own background
experience as a gang boss in the Midvale Steel Co. and as a supervisor of
moving pig iron by hand in the Bethlehem Steel Co.. He developed three
principles for managing labcuir in the industrial enterrrico: Thco first 1s
what Braverman calls 'the <Zissociation of the labour process from the

skills of the workers'. It r=ans that management should gather and update

h
11

tn
A
i

!
ty
o

as TALTI IITIIYEeTI = Iout every T TC Z< performel, anrd

T

about the developed skills and traditional know.sdge of the workers who
will carry out these tasks. Next, these data should be classifyed,
tabulated, and reducedto rules, laws, and formuiae. The second is "trs
separaticon ¢f concepticr fror execution". This msans that a divisicon  is

made between mental and manual work with the former concentrated in the

hands of the management while the latter is the province of the factory

13



workers who should follow the managers' orders and instructions
unthinkingly. The third is "the systematic pre-planning and pre-
calculation of all elements of the labour process". Here the purpose is
to control each step of the labour process and its mode of execution by
planning the job of each worker in advance, and giving him complete
written instructions, which describe in detail the task which he is to
accomplish, as well as the means to be used in doing the work. 1In fact,
as pointed out by Thompson, Taylorism represented +the efforts of
management "to gather together the knowledge possessed by workers and
reduced it to their own rules and laws .... all possible Dbrain work
should be removed from the shop and centred in the planning or lay-out

department” (8).

What effects did scientific management have upon the working class?

According to Braverman, these effects can be summarised as follows: (9)

a) The separation of mental work from manual work increases and this will
lead to a reduction in the number of workers involved directly in
production since they are no longer required to perform mental
functions.

b) This separation will &lso lead to the division of labour process

between separate sitec and separate bodies of workers. In one location

the physical work is carrizsd cut while in others the planning, design,
and calculatiorn are CTorncaniratzqd. Froductiln UrLIs become  1ixe 1=
hand, watched, corrected, and controlled by a distant brain. This will

lead to an accentuation of the already existing hostility Dbetween

werkers

C) 8ince the workers' functizcns are reduced to execution only, this will

have a degrading effect upcn their technical capacity which will be

14



complicated by the rapid growth of specialised administrative and
technical staff work, as well as by the rapid growth of production and
the movement of workers to new industries and to new occupations
within industrial processes. Hence as the worker is increasingly
emptied of his traditional knowledge and skill, and is transformed
into part of the machine, the remaining ties, already tenuous and
weakened, Dbetween the working population and science are more or less
completely Dbroken. For example engineering used to be a part of
craftsmanship, but with the development of scientific management this
task has been transferred to a separate body located outside the work
force. Hence the appearance of the moedern engineer was a new social
phenomenon linked to the capitalist's attempts to separate the worker

from his technical skills.

1.2. Technology as a Factor of Control

If the separation between mental and manual labour together with the
decomposition of the latter intc its simplest elements represents two of
the most effective factors in management's attempts to control the labour
process and tc further zhe accumulation of capital, technology and its
development become the mest important means " to further dissolve the
labour process as & groresz: cornducted by the worker and reconstitute it

as a process conducted oy maTacement"™ (10). Technoclc

iy

Ters

Yy O

8]

management "the opportunity to extend by mechanical means what had
previously been attempted by means of organisation and discipline" (11).

This is carried cut by srnizancing contrsi over Tine Labour force througn

what Edwards calls 'technical control'.

The latter refers to the role of technology in providing management, not



file://e:/har

only with increased productivity, Dbut also with leverage to transform
purchased labour power into labour actually carried out while minimising
the problems of such a transformation (12). Technical control, in other
words, involves the process of designing machinery which leads the
producers to 1lose control of the pace or the sequence of their tasks.
Hence technology assumes the task of directing the workers, so that the
supervisors or the foremen, instead of having this responsibility, have
merely tc get workers to follow the pace of the assembly line. However,
"this consequence must nearly always be understood as the result of the
particular (capitalist) design of the technology and not an inherent

characteristic of machinery in general" (13).

When machinery becomes the determinant of the pace of work, workers can
no longer create their own work rhythms; contacts among them virtually
ceased; and they find themselves yoked to the machinery. Management has
the task of controlling the pace of work of the entire workforce. Hence,
through machinery, management can achieve its objective of introducing
the desired discipline and motivation for the work force without having
to depend entirely upon methods of 'hierarchical control' where the
labour force is disciplinec by foremen and supervisors. As the increase
of productivity is the so0le concern of management, when this objective is
achieved labour wili: D2 Z:-zplaced into other fields in the same way that

machines are transferred From one factory to anocther.

Technology also enables management to extend this process of de-skilling
in order to cheapen further the labour power of the workers. Hence, "the
unskilled assembly worksr it therefore seen as a ¢entral result of
accelerated mechanisation™ (14). De-skilling is often accompanied by an

increased ‘'qualification' of a smaller layer of people involved in
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programming and designing the tasks of the workers, thus enlarging the

control of the management over the labour process.

Hence with the development of industrial capitalism, machinery, which by
itself is nothing but dead labour transferred into produced goods and
which was previously mastered and continuously improved by the workers,
becomes a source of their enslavement. This contributes to the
maximisation of the surplus value extracted. Management 1looks at the
machine as a mere technical element unrelated to human labour. Hence the
function of the machine changes from being a factor which eases human
labour into being an item designed specially to cheapen 1labour and

control production further.

For this reason, the technical revolution is fully exploited by
capitalist management in order to increase extracted surplus value. To
the study of Taylor known as "time study" which is aimed at gaining
control over the job, Frank Gilbreth added "motion study" which observed
movement of the workers' position, using a camera in order to determine
the exact time required for a specific labour process. Today the task of
motion study as developed by Gilbreth is cAarried out by computeirs  and
reduced to simple data concerning the time regquired for executing

specific and defined mnarntal jobs. This shows that if management is
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human being, but as an executioner c¢f a specific task in the factory,

warehouse, store, office, or vehicle. "The human being is here regarded

as a mechanism articulated by hinges, ball-and-socket joints etc." (15).

Therefore, in the era <f —the technological revolution, scientific

management looks at labour not as human endeavour but as repeated motions
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which,

as machines and raw materials, will increase the accumulated capital.

if they are put together with other things that capital buys such

The

role of advanced machinery in introducing control that otherwise would be

undertaken by human organisational methods, and in reducing the labour

force to a mere adhunct to them,

taken from different contexts (16):

Describing the experience of working on the Toyota assembly 1lines

Japan, Kamata stated that:

"The people working on the line are nothing more than power
consumed in the process of assembly. What is achieved at the end
of the line is the result of our combined energy. There's no need
to shout at or berate workers to make them work. Just start the
conveyor and keep it going: that's enough. The conveyor belt
forces the workers into submission. During our working hours, we
can't even talk. Even if we wanted to chat the noise is so awful
we can't hear one another.... If Fukuyama, the worker on my
right, falls behind, he'll pull me behind, since I barely keep up
with the work myself. Even if Fukuyama finishes his job in time,
should 1 take longer in my job, then the next worker, Takeda,
will be pulled out of his position. It takes enormous energy to
catch up with the line, and if things go wrong the line stops.
That means overtime. So we do our job in a hell of a hurry to
keep our fellow workers from suffering. That is how Toyota raises
cutput".

is revealed in the following quotations

in

Another example is shown by Ruth Cavendish in her account of working on a

motor. components assembly-line:

The

Its discipline was imzosed automaticallyv thranah tho 1ight,  the
conveyor belt and the ponus system. We just slotted in like cogs
in a wheel. Every novement we made and every second of our time
was controlled by the line; the chargehands and supervisors
didn't even have tc tell us when to get on. They just made people
like Josey ckey LIf n't bucklie under. You couldn't
rezally oppose thz v i kA it
mechanically.... Tns bon system and the _.nd :fgpsed even ied the
women to discipiine each other; getting 'up the wall' put out the
person behind and we had informal arrancements to help avoid
that. But these also ensured that we made up the right number of
components so the supervisors' job was resally denz for them".

3+ opararas
cperated

of thre

fact that in their dzveloped form under capitalism machines were

easily manipulated from a centralised decision making body gave

management
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a factor equally important in increasing the productivity of labour. With
this development "the control of humans over the labour process turns
into its opposite and becomes the control of the labour process over the
mass of humans. Machinery comes into the world not as the servant of
'humanity', but as the instrument of those to whom the accumulation of

capital givesg the ownership of the machines" (17).

Moreover, technical control over the labour force is constantly extended
with the invention and improvement of more sophisticated technology. The
introduction of computers, for example, preoduced dramatic changes which
tightened mangement's control over the flow of work. Through central
programming, the computer can send instructions as to what operations or
activities workers are to perform, and upon successful completion of the
task the central computer will receive feedback information that will

permit it to send out instructions for the next operation (18).

Some machines when switched on at the beginning of the work period can
start by telling the worker "You have been late three times this week.
Please report to the office”. Management can speed up micro-

electronically controlied assembly lines in order to inrmreace »

5]
O
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output. Production starcdards Dbased on highly sophisticated time and

motion studies are used¢ 1< force labour to work at very high speeds (19).

Tnus, this new tecnnclogy snatlies the management to sxpand what is callead
by Thompson the gelf-acting character of control systems (20).

"In this dazzle of new technology the workers are almost lost
from sight. With their activities and prcductivity constantly
being directed ang mIsitored by the computsr hierarchy, Werkers
find even 1less copor-unity to exercise any control over their
work 1lives. Their irmediate oppressor becomes the programmed
control device, the programming department, the printout - in
short, the technology of production. In this environment the
human hierarchy and the capitalist organisation of production
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that has produced the technology appear to recede. Control
becomes truly structural, embedded in that hoary old
mystification, technology". (21)
With these vital effects upon the control and the organisation of labour,
modern technology has in fact, altered the production process. Instead of
the appropriation of the means of production as a necessary precondition
tfor the control and appropriation of the surplus value by capital, it has
become sufficient to control vital points of technology in order to

accumulate surplus value (22).

1.3. The Effects of Technology on Labour and Office Workers

Under capitalism the machine pbecomes a factor for achieving ‘'economic
efficiency' and for mere increases in the productivity of labour
regardless of general human satisfaction. Degraded products and degraded
labour are the direct consequences of the wuse of machinery under
capitalism. This is best expressed by Herbert Marcuse's thesis that "the
liberating force of technology (the instrumentalisation of things) turns
into a fetter of liberation: the instrumentalisation of man" (23). The
followina are some of the direct efferte nof machinerv on lokcour:

a) The reduction in the demxand for labour. However, this may not result

in a direct decrease in the working population because of the increase

b) The cheapening of the cost of labcur to 1ess tihan the cost of the
machine.

c) The creation of the 2fifice ac a decisive factor in production 1leads
to a direct increase -- the number of the veople employed outside the
direct production process.

d) The 1latter factor will lead to the substitution of a group of
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engineers and accountants for the old entrepreneurial middle class.
This group begins to exhibit some of the characteristics of mass
employment: rationalisation and division of labour, simplification of
duties, application of mechanisation, a downward drift in relative

pay, some unemployment, and some unionisation.

In the mid 18th and early 19th centﬁries the clerk was classified as a
manager's assistant - or more a family servant than a wage labourer. "His
position as confidant, management trainee, and prospective son in law can
of course be overdrawn" (24). But with the development of monopoly
capitalism, the number of clerical workers has increased constantly until
the present day. This new class of clerical workers has assumed a
completely different role and occupation from their counterparts in the
early capitalist period. They include the Dbook-keeper, secretary,
stenographer, cashier, Dbank teller, file clerk, telephone operator,
office machine operator, etc. They are distinguished from their earlier
counterparts by two phenomena; a change in sexX composition in the sense
that a greater number of women has been admitted tc such occupations, and
relatively greater increases in payment than that received by those

engaged directly in production.

Despite the fact tha:z the clerical strata are not directly engaged in

capital. In other words their jobs are necessary for the continuing

extraction and maximisation of surplus value.

The growing role of clsr.czl workers and the of
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production
unit lead management to put more emphasis and importance on

systematisation and rationalisation of the office and the workers within



it. Similar approaches to those followed with respect to production
workers are introduced. The first is the separation of manual from mental
clerical workers. The implication of this is the introduction of Taylor's
principle of separating conception from execution. Thus while the office
as a whole used to be identified with the role of thinking and planning
and that of the shop with production, the process of office
rationalisation makes this division less valid. The office itself has
witnessed a similar division Dpetween conception which has become
concentrated in the hands of limited groups and exXecution which has
become more or 1less a manual job performed by the mass of clerical

workers.

Secondly, within the functions of manual labour in the office, approaches
by management similar to those used for shop workers are applied in order
to achieve higher productivity, speed, and control. Taylor's time study
for measuring the exact time needed for each specific sort of job is also
used in order to arrive at the best results and make the services of the

clerical workers more efiicient.

Thirdly, the evolution of the labour process within the office from its

traditional form (i.e. record keeping) to mechanised and (nowadays)

computerised forms means that this becomes a powerful weapon of control

in the hanas of maragemsrnT. In their turn , advanced technologies play a
significant rcie irn accentuating the division of labour petween the users
of these tecnnologies. The introduction of the computer, for example,

introduces different grades with different pay hierarchies among those

aperaticns such as

wn

involved in different coogu

try
vl
ot
m
ey

Ystem managers, system
analystg, computer conscle operators etc. Entry into more advanced jobs

is at a higher level in the hierarchy, rather than through comprehensive
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training. Thus concentration of knowledge and control in a very small
portion of the hierarchy has become the key to control over the whole

labour and production process.

When 1labour Dbecomes simplified, routinised, and measured as a direct
effect of the introduction of advanced technologies and the computer
system in particular, the workers push the drive for speed has come to
the fore. Now the computer itself becomes a force for increasing the

tendency towards work.

Finally, another effect of the new technology is the reduction in the
number of unqualified office workers: The computer itself substitutes for

them in performing work of a repetitive nature.

The largest single category of clerical workers are women employed in
secretarial jobs. This category emerges from the need of management for
someone to carry out time 'wasteful' work such as correspondence, typing,
travel arrangements, etc. Occupiers of this category are regarded as
employees of low ranking status since their work does not require higher
education or complex training. In the beginning, there is a considerable
increase in the number of secretarial Aesictants in the oifiice since

secretaries are emplcyed Dy the lower levels cof the hierarchy as well.

This increase poces 2z constant and nmulti-dimensional danger to
marnagensrns, whioh ToTIIc=sz & tendenZy o reiuce the rnunber of
secretaries.

Finally, what ig the class nature of the clerical workers? Braverman sees

clerical workers as

{1

dirzct product ¢f mencpciy Tapitalism. He discusses
the difficulty in determining their class nature which has faced Marxist

writers and the tendency to group them under the rubric of new "middle
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class", ‘'"white collar", or "salaried employees". For Braverman "this is
nothing but a hangover from the days in which all office labour did share
the characteristics of privilege in pay, tenure, authority, etc."™ (25).
The class nature of clerical workers cannot be determined by the colour
of their collar or by the mode of payment, whether monthly or weekly, but
rather by the whole complex of social position and position in the

enterprise and the labour process that these terms symbolised.

The result of the introduction of dead labour into the office 1in the
form of large-scale machinery meant that this labour employs 1living
labour in a similar way to that of the factory. This sometimes pushes the
locaticn of offices toward the warehouse and industrial districts of the
cities, distancing the mass of the clerical workers from the higher
executive which remains in the more expensive locations. With the mass of
clerical workers driven near the factories, their labour market begins to
lose its distinction of social stratification, education, family, and the
like. The increasing similarity between work in the factory and work in

the office start to emerge especially with regard to gqualifications and

background.
"The problem of so-called emplovee or whita—-cnllar  woriisys
which so bothered 1y generations of Marxists, and which was
hailed by anti-Marziste as a proof of the falsity of the
tproletarianisation' thesis, has thus been unambiguously
clarified by the po_zrigation of office employment and the growth
at one pole of ar itosnse mass of wage-workers"™ (26).

Thus after having 103t axzl Their former  superioriiy o WIrRers Lo
industry and having sunk to the very pottom in their scale of pay the
clerical workers beccme a proletariat, but in a new form. The new
techneclegy intreoduced In the cifices has narrowsd {0 a great extent the

gap that used to separats the clerks from the factory workers. In fact

increasing numpers of clerical workers have come to realise "how word
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processors made people feel that they were appendages to machines rather

than performing functions with other people" (27). Barbara Ellis wrote in

1986,

describing the status of women clerks who outnumbered men in the

banking and finance industries:

"AS

a bank becomes more like a factory, clerks risk becoming a

mere adjunct to a machine, with no control over the pace of work,
or knowledge of the work itself. The trend is accelerated by the

fact

that increased computerisation removes large parts of the

bank's accounting and balancing processes from view. Even if

staff

are keen to know more about the computing system, they

often have no way of learning on the Sjob" (28).
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2. The New Inmternatiomal Division of Labour imn the World Ecomnomy

2.1, World Economy: Unity and Division

National economies do not function according to their own individual laws
of motion. Rather, they are organic elements in one all-embracing system
which is the world capitalist system (29). Structural changes in
individual national economies are interrelated within the world economy
and mutually determine one another. In fact, "what occurs within a
particular enterprise, or indeed to a particular economy or industry, can
only be understood in terms of the global division of labour within which

it is situated" (30).

The term 'world economy' does not imply that the world capitalist economy
will Dbe uniform or stable. On the contrary, it is differentiated into
areas of unequal development with central and peripheral areas and
economies.

"One of the most significant features of the world capitalist
economy is the nature of the relationship between centre and
periphery. The international division of labour requires many
societies to participate in the world order in wAve which owvclugdc
many economies from the benefits enjoyed by the central, metro-
politan economies". {31)

The origirs of ta recznt-cay world econcmy are to be found in the 16th

)]
o)

century. ts formaticon can @ traced TAaCR T the givisicorn of labcur ard
the emergence c¢f different forms of labour organisations in different
regions. The regions of Latin America, Africa, and Asia have been integ-

rated for <che ast ZT.r CsenTuries Into ths  Gevelcoping world  eccnomy

'y

mainly as producers of agricultural and mineral raw materials, sometimes

as the suppliers of a labour force (e.g. African slaves, Indian and North



African workers). However, in certain conditions, often exceptional, some
developing countries managed to establish a local industry for the
purpose of supplying the restricted domestic market (e.g. during the
period 1930-1945), although when such conditions came to an end this
industry naturally receded into stagnation or collapsed altogether. On
the other hand, with their monopoly of industrial production and
technological progress, Western EBurope, North America, and Japan came to

constitute the industrialised or developed world.

In recent years multinational corporations (MNCs) have become one of the
major institutions of the world economy. This is because the normal
business decisions of MNCs have tar-reaching effects on the countries
where they operate (32). Defining MNCs as companies with at least 25 per
cent of <their turnover, investment, production, or employment being
generated outside the country in which they are located, Mandel concluded
that 75 to 85 per cent of the 200 largest American and European companies
fall in +this category (33). In early 1972 "the total turnover of all
companies which nave been described as multinational was estimated to Dbe
between 300 and 450 billion dollars .... in cther words, approximately
15%-20% of the gross sccial product of the whole canitalict woriasn (344
Hence, MNCs are extremsliy large. "Today, for instance, the four largest

transnaticonal corpceratins together have an annual turnover greater than

the toial GNP oI Ln - ~F LEriza™ (Z8).  Some of

i

annual sales worth as much in money terms as the aross national proaucte

of the smalier EBurcpean nations, and their rate of growth is much faster

(36). The growth of the MNCs and the extension ¢f their operaticns fron
the centre to the perithery reflects to a certain degree the development
of the world economy, and the emergence of new trends in the

international division of labour which we will discuss in this section.
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International trade is the most clear manifestation of the contemporary
world economy. 15% of all produced commodities and services in the world
enter international trade. However, international trade reflects the
sharp division of the world economy into developed and underdeveloped
regions. Hence, while the industrialised countries trade mostly with each
other, the foreign trade of the developing countries is with
industrialised countries. This is reflected in the fact that:
The industrialised countries handle 70 per cent of the inter-
national trade and the developing countries only 20 per cent.
Seventy per cent of exports from both developing and industrial-
ised countries are destined for industrialised countries and only
20 per cent for the developing countries. (37)
Moreover, developing countries' exports are mostly confined to raw
materials, whereas the exports of the developed countries consist
essentially of manufactured goods. However, in recent years there has

been an irncrease in exports of manufactured goods from the developing

act into account 1is hecessary for an

iy

countries. Taking this

understanding of the changdes in the world economy.

Nevertheless, World trade gives only a superficial picture of interdepen-
dence petween the natizsnal economies. In many instances it is simply &
flow of commodities between the plants of the same company. For example,
many ci the «cars ‘'Inporzed' into Britain represent the internal
transactions ¢f General Mouore or reord (35). It I3z estimated that in 1574
nearly half of all impcrts to the USA and +fust half of a&ll esxports from

the USA concisted of intra-firm transactions. Comparaile figures for the

93]

OECD countries are lcwsr, with figure of ~née-thnird the trade ©of these
countries (39). Thus international trade reflects the international

division of labour, which is planned and utilised by the individual
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companies.

Foreign investment 1is another and more revealing expression of inter-
dependence between national economies. One forwm of foreign investment is
industrial relocation, a process that involves the transfer of industry
from 1its traditional sites in the industrialised countries to new ones,
often located in underdeveloped countries where cheap labour is

abundantly available.

In many cases, local production alone is now no longer sufficient to
achieve acceptable levels of profits. As a result, control of labour and
productivity is the only option open to capital in the industrialised
countries. Intensification of capital export and the systematic
gsuffocation of investments at home, i.e. sending capital where there is
still excess labour power, 1s becoming an increasingly important option
for «capital in the industrialised countries. The existence of different
tax laws, different state policies for encouraging investment, and the
lack of trade wunion power are all factors contributing to investment
outside the boundaries of the advanced countries. Thus, in the 1970s,
approximately $100,000 million foreign capital was invested in the
aeveloping countries, while about $100,000 million was exported in the
form of profits on these investments. The total volume of direct foreign

investment in ths d2zlcoring world amounted to $110,000 millien at  the

In spite of this, foreign investment is not confined to the activities of
international capital in the developing couniries. Due to the 1lack of
economic oppertunitiz: in the LDCs (less developed countries) in

comparison to that within the developed countries together with the

relative financial and economic stability in the latter, privileged



groups and sometimes even states in the LDCs tend to invest their wealth
in the centre. Such investment often takes tlie form of financial deposits
in international banks and other financial institutions. Kuwait is a case

in point.

2.1.1. Basic Features of the Economies in the QECD

One of the most striking features of almost all members of the OECD 1is
the general stagnation of their economies. The average rate of unemploy-
ment is high (5%), and there is no reason to believe that this will
decrease in the immediate future. An increasing number of industries are
witnessing a noticeapble decline in their output. A rationalisation of the
production process, made possible by technical development, is absorbing
the major part of domestic investment in the largest industrialised
countries. Thus, without an expansion in productive capacity, the

raticnalisation process is resulting in a substantial loss of local jobs.

Nevertheless, stagnating cutput, mass redundancies, and short-time work,
do not reflect the state of individual companies of the Western

countries.

"The ¢rigig in  the 'centre' does not mean an egqually serious
15 for capital no matter how the reorganisation of capital,
g from thz new conditions of accumulation, will lead to
1lapse 7 grzat many individual capitals™ (41).
In f{fact {foreigrn investment, ang especieliy that within the Zeveloring

O
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couritries, is consistently rising. A process strial relocation in
both developed and developing countries is going on. Hence, despite the
above piciure, the maicrity of industrial comparnies, large and small, are

expanding their investments, productive capacities, and employment

abroad, while a reverse process is taking place in their home countries.
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The annual reports of the large companies show that even in the years of

world recession these companies have been operating very successfully.

Investment for the purposc of rationalisation rather than for expansion
in the Western industrialised countries is translated into 1losses not
only of the workers' jobs but also of their skills (42). They are
constantly forced to search for unskillied or semi-skilled employment. The
rapid changes in the specifications and qualifications demanded from the
labour force by the rationalisation process has pushed the companies to

cut back on comprehensive programmes of industrial training.

The above situation presents itself in the form of a fiscal crisis for
the state. High unemployment means higher state expenditure with reduced
tax resources. Furthermore, industrial relocation means that the state's
taxes derived from the industrial companies are reduced. It also means
that the state has to provide grants, 1loans, and tax concessions to
private business on an increasing scale in order to stimulate domestic
investment. The state's endeavours to provide Detter conditions for the
operation of private capital reflected in the curbing of wages and in the
reduction of the power of trade unions have not resulted in noticeable

success.



A

2.1.2. Developing Countries: An Alternative Industrial Location

The extent of unemployed labour in the developing countries is even
greater than it is in the developed ones. The modernisation of
agriculture with the aim of increasing food production at the expense of
subpsistence farming has been the main cause of migration from rural to
urban areas. which in its turn has inflated the number of unemployed. The
mass of landless migrants are forced to seek employment regardless of the

level of wages and conditions of work, and thus constitute the cheapest

and most exploitable labour force in the world.

Despite benefitting from this high level of unemployment, the process of
industrialisation in the developing countries still absorbs only a small
part of this labour force. The markets for the products of industrialisa-
tion are predominantly external since the purchasing power of the 1local

population is too lcw to constitute an effective demand.

The industrialisation of the developing counctries is fragmented and
dependent on foreign companies. Only in a few countries has it resulted
in tne creatzion of cocmpier branches of industry. And even here these
branches are confinsZ to limited activities such as the textile and

2 rot supplemented by a wider industrial complex.

-

Thus it remains entirely depencdent Oon, anc ZOMITA&LEZ DYy, ICreisn capital
However, in the most countries of the Third World even such development
has not materialised. Industry remains cecnfined to a few specialised

manufacturing enclave: whose only connecticn with the local economy is
their employment of cheap labour. The labour force recruited can be given

the necessary training in a period of a few weeks. Thus the skills




acquired by the workers are very minimal.

Despite the euphoric claims of the firms that relocate their
manufacturing processes, there is no observable transfer of technology.
The technology wused is often simple and dependent on the expertise of
foreign specialists and managers. It is useless for the development of
any industrialisation that would satisfy the needs of +the 1local
population. Moreover, the production processes which require a certain
degree of knowledge and skills are retained in the mother countries of
the relocating firms.
"Take the case of the micro-electronics components industry. The
work of designing and fabricating the chips is retained in the
first world countries. It is the labour intensive process of
assembling the chips into wiring harnesses to make components
which 1is relocated to the third world. The capacity to initiate
technological c¢hande in the industry remains largely in USA and
Japan" (43).
More importantly, export-oriented industry has not resulted in an
observable improvement in the social conditions of the mass of the
population. On the contrary, the vast gap between the tiny privileged
minority which is the only local beneficiary of industrialisation and the
majority of the cdeprived masses 15 perpetuared. "Tha incaroneinas

-l e i

militarisation of th

(8}

so-called Third World is & clear indication that
inceasingly overst ar< rervressive force ic needed to prevent the violent



2.2. The New International Division of Labour and its Conditions

Given the conditions described above, the ‘'classical' international
division of labour in the form of a division into industrialised
countries and exporters of raw materials is now open for replacement. The
most important evidence for this is that some developing countries have
become sites for manufacturing goods which are competitive on the world
market. World market-oriented industrialisation in the developing
countries is neither accidental nor the result of benevolent decisions on
the part of governments or companies; rather, it represents a natural
continuation of five hundred years of evolution in the world economy and
is driven essentially by international capital's ultimate aim, i.e. the

maximisation of profits (45). What changes are responsible for this?

According to Frobel gt al, three preconditions seem to be decisive for

this development:

1- The Development of a World-Wide Reservoir of Potential Labour-Power:

An inexhaustible supply of labour exists and can be called upon by
capital from Latin america, Africa, and Asia. This supply 1is made
possible by the introduction of capital into agriculture. This world-wide

reserve army ¢isoliay

o

~he folilowing characteristics: First, its wages are
no more than 10-20% of that paid to the workers in  the <raditional
industrial locaticns, representing only the costs of the immediate daily
reproduction of the worker during the actual perioéd of empioyment. (48).

that if the average houriy remuneration ¢f General

Astapovich ©
Motors to its employess in the USA equals 100 per cent, it is 33, 16, and

15 per cent in Mexico, Argentina, and Brazil respectively (47). Second,
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the working day is longer in 'low wage countries' than in the industrial-
ised capitalist countries because it makes 'optimal’' use of 1labour: in
addition, internal work control can be supported by external policing.
Third, productivity of labour in 'low wage countries' is comparable to
that in the traditional industrialised countries. 1In addition to these
characteristics, and due to the absence of strong trade union
organisations, 1labour can Dbe hired and fired at the discretion of the
employing company, thus allowing for an 'optimal' selection of the

suitable labour force in terms of sex, age, etc. (48)

2- The Development of Technology:

Wle scaw earlier that the capitalist always tries to fragment complex
labour processes into a large number of simple operations. This 1is
because the latter require minimum skills where labour competition is
highest and therefore, provided there are no strong labour Qrganisations,

the lowest wages canh be paid (Babbage principle).

Thus, +the development o¢f technology allows the decomposition of the
producticn processes intce elementary units which makes it possible for
unskilled labour to carry out the operations after a very short period of
training. Therefcre, in adadition to the fact that skilled labourers can

be replaced by un- or semisgkilled with very low wages, capital acquires a

monopoly o©f the ¥rowlelcs related to the control and execution of the
labour process. The workery is remcved $ron this knowiedge and requced Lo
a mere servant of the producticn process. "The division and subdivision

of the production process is now so advanced that most of (the)

(4]

fragmented cperzaiior: 2N De carried out with minimal levels c¢f  skill

easily learned withir a very short time" (49].
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3~ The Development of Technology Which Made Industrial Location and the
Management of Production Independent of Geographical Distance:

Such technelegy includes cheap transport, fast communications, storage,
and other facilities. These make it possible for a speedy transfer of

products, management orders, and information.

Other conditions also play an equally important role in facilitating the
extension of the operations of international capital to the peripheral
countries. One of these conditions is the existence of "an international
superstructure with formal exXpression in legal procedures and
institutional cooperation (World Bank, IMF,0ECD), which functions
essentially by the coordinated action of units vis—-a-vis the world-wide
activities of multinational corporations (financial and monetary policy,

stabilisation policy, labour migration)". (50)

These conditions have given further impetus to the development of an
international capital market whose function is the creation of a worl-
wide capitalist superstructure. They have brought to the world economy a -
world 1l1labour market and world production sites. Thus the workers in the
industrialiseda countries compete for their -obs with other wnrksarc from

the developing countries. In a similar manner traditional industrial

locations compete with nesw ones in the developing countries to attract
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new international division of labour.

The first countries to participate in the relocation of industry are

followins characteristics: They can supply labour at the

m

those with ih
lowest prices; they have geodgraphical and commercial 1inks with the

industrial centres; and capital beleives them to be both ecpnomically and



politically stable.

The transfer of production to new sites affects not only the more or less
labour intensive production processes, but also those which are dependent
on raw materials and energy, and those which are sources of pollution.
Relocation of investment also takes place as a result of capital's
attempt to control the local market of manufactured goods in the host
country. It is observed that in 1970 62 per cent of foreigh investment in
Latin American countries was a result of the latter factor (51), whereas
91 per cent of foreign investment in the Middle East during the same year
was undertaken primarily because of the availability of raw materials

(52).

In short, industrial relocation has become one of the most important
means of securing the survival of private companies. Investment in
rationalisation, dinvolving the introduction of more efficient machinery
and a reduction in the size and skills of the labour-force, is no longer
enough to ensure the continuation of the companies' operations. The above
mentioned conditions together with the existence of conpetition mears
that if an individual enterprise is to secure profits, it should carry
out a process of proiuction reorganisation. This is to be achieved by
"utilising the werid-wide industrial reserve army by means of the
appropriate subdiviiion of the production process and Dby employing

advanced transport

communications technnoieavy™ {(53).

The term 'new international division of labour' points to a tendency
which, undermines the s2paration of the world into industrialised and
developing counTrz&:, oY pushing for more subdivision of manufacturing
processes into a numbper of partial operations at different industrial

sites throughout the world.
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In fact this new international division of labour is an ‘'institutional’
innovation produced by capital itself and is not the result of changed
development strategies on the part of individual countries or an option
freely decided upon by the multinational companies. It is a conseguence
and not a cause of the new conditions of the accumulation of capital.
Therefore, the phenomena of crisis or economic recession in the 'centre'
and the ‘'industrialisation' of the Third World can both be explained as
manifestations of trends towards a new international division of labour.
Working conditions in the Third World which are characterised by super-
exploitation must be understood within the context of a global division
of labour whereby the continuing impoverishment of the Third World is
often encouraged and reproduced by the investment and production policies

of multinational corporations. They are "not merely an accident of

geography .... or an outcome of some purely local combination of culture,
history and national character, nor an outcome of some national moral
deficiency - the lack of 'drive' so over-developed elswihere" (54).

The pace of this trend is limited by a number of factors: For example it

is necessary to use existing facilities: CONCOCCIAne aronh sl e oo e

()}

and Dby unions in ths ‘centre' to try to convince capital not to  leave,
may have sons effect; 'political instability' in the ‘'periphery' may
deter comparlse:z SrcIn ToUing there;  and Done Iompariss nay

attain the same profits by rationalising in the 'centre' rather than by

relocating.
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3. Tramsfer of Technology amd the Role of the MNCs

We saw earlier that technology and its development can be manipulated to
serve the aims of capital by raising the productivity of labour and hence
increasing the extracted surplus value. Technology can also be employed
in order to obtain further control over the lapour force. BAs we saw, the
latter factor is very crucial in order to transform the purchased labour
power into actual labour and in order to minimise the problems inherent

in the process of such transformation.

However, this doces not mean that technology is always a negative factor
in the development and well-being of society. On the contrary, as a part
of universal human product and heritage, technology can play an important
role in the social and economic development of all societies. In fact,
social and economic backwardness is always accompanied by technological
packwardness and is identified with the use of primitive techniques and
methods which generate very low productivity. As correctly noted by
Emmanuel, technology is "the driving force which directly brings about

its growth, and, following from this, economic develnpment" (CE)

[

fact, it is no exaggeration to say that science and technclogy have

played & «crucial rcie in both the past and present development of the

In 1974, it was observed that the develicping countries, which ccocnstituted
70 per cent of the world's population, accounted for cnly 30 per cent of

n3 that the gap Dsutwesn these ccuntrie and the

the world's i1rzoos,

0
n

developed ones centinued to widen (56). One important factor to which

this situation is attributed is the lack of advanced technology and know-
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how in the less developed countries (LDCs) in comparison to the developed
countries. Hence, if the LDCs are to achieve sound economic development,
they have to Dbridge the technological gap between themselves and the

developed countries.

It 1is often argued that, given the prevailing levels of technology
employed in the LDCs todether with their current rates of growth, it will
be impossible for these countries to reach the levels of economic and
social development existing in the developed countries without taking
advantage of developments in world science and technology. Hence the LDCs
‘should immediately embark on a systematic process of technology transfer
from the developed countries in order to benefit from it because they
cannot spare the time necessary to invent it themselves. Despite this,
some argue that the LDCs "could hardly be at an absolute disadvantage as
compared with the initiators of industrial development, since they always
have +the alternative of devising techniques themselves as did their

redecessors in development" (57).
P

Given the world distribution of science and technology, and given that
the benefits of scientific and technological progress are not shared
eguitably by a&all members of the international comnunity (58), many
writers see the only way out of underdevelopment is by facilitating and
improving the cerZitions of technology transfer to the developing

countries Dy MNCs baseld in the centre wWno COntrcli petween §C6 and 3¢ o

cent of the technnelogy which is so transferred (58). Hence, for the LDCs

the import of modern technology should be the most important objective o

AT
[o) SNHftS]

Tategy. According 1o this view, KNCs bring with

)t

their desvs
to the LDCs not onriv the necesgsary capital but also the modern technology

and necessary managerial know-how that these countries require for their
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development. One of the most important contributions to this argument is

that of Aghiri Emmanuel (Appropriate or Underdeveloped Technology?).

According to Emmanuel, the international spread of technology can act as
a short cut and accelerator for development - a short cut to the develop-
ment of the LDCs and an accelerator of the development of the advanced
countries. Emmanuel criticises all the theories which condemn foreign
technology and refers to them as being inconsistent, non-scientific, and
having provided only ad _hoc definitions. For him, these theories regard
foreign technology as a plague while at the same time blame the MNCs for

not spreading this plague beyond their enclaves in the host countries.

Furthermore, Emmanuel argues that advanced technology will not
necessarily lead to dependence. Rather, independence will be achieved by
more advanced technology. He sees the example of Japan's success in
crossing the frontier of underdevelopment as a direct outcome of her
ex¥xperience in imitating, copying, plagiarising, and pirating Western
technolocy. The result is that "far from aggravating her ‘'dependence’,
(Japan) {forged +the tools of her liberation and established the means
which later allowed her to undertake her own scientific and technical
research, anc¢ in her turn to pit herself against the West precisely in

the fielda of innovation" (60).

[

o
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z2urmzsl ceoncludes thal ths prekb

transfer of technology but rather with the methods or the vehicles

through which technology is transferred. From the point of view of the

receiving country, transfer of techrnclogy can take two forms:

a) Direct Form: <The receiving country deals with the foreign supplier
(MNCs) to buiid a factory, for example, from the start of the

operation until the completion of the whole factory. The receiving
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country then assumes the ownership and operation of this factory. This

type of technology transfer is called the 'turnkey basis'. This case

may assume anolher form where the receiving country deals with several
suppliers for building a production unit by direct 1labour, this is
known as 'technology breakdown' .

b) Indirect Form: The foreign supplier (MNCs) goes to the receiving

country and establishes its own production unit which will Dbe

financed, owned and operated by the supplier.

He goes on to stress that Third World countries have many choices
regarding the manner in which the transfer of technology is carried out.
On the other hand MNCs always prefer to be paid for their technical
assistance and patents rather than invest their resources in establishing
a subsidiary in the host country. The MNCs' best option is to sell their
products. If this can not be achieved easily they prefer to sell their
technologies especially those protected by patent, since establishing a
subsidiary may irnvolve direct competition with their own subsidiaries
elsewhere. If the above pathways are obstructed, the MNCs resort to their
third and last choice, that is to invest their own capital in the opening

of a subgidiary. Contrary to many theoriesg the last option is rarely

sought by HMNCs, zard in this respect Emmanuel provides as an example the
expansion of US carizal in Latin America, WwWhoch barely increased between
1828 and 1S87€. Ir fact the MKNCs prefsr = sgll their technelogyv  rather

than invest their capital in the host countraes.

MNCs are the most qualified and able tTo provide a suitable envircnmenms
for the Ggevelopmsrnt and use of technology and know-how. Even if one
country possesses the same equipment and technicians who have " the same

general qualification as those employed by MNCs, it cannot reproduce at
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will the 'know-how' which has been built up within the MNC's structure

and obtain the same return as the MNC from using the same process.

Technological transfer will contribute to meeting the Third World's
principal shortcoming, that is the general cultural 1level of the
population. It will provide the base for that general and elementary
Know-how "which makes it possible for someone to use a machine
intelligently, even if he is not capable of conceiving it and construct-
ing it from scratch". Hence a new technologically educated middle class
and lower echelon technical and managerial staff, down to and including
skilled workmen will Dbe developed. Finally, Emmanuel concludes the
following: (61)

1- Dependence 1is the cause of economic backwardness. It does not result
from the technology but rather from the lack of it and from the 1lack
of financial means to cover its cost.

2- There is no 'national technology', that is a technology which is
compatipble with a specific culture. lather there exist the technology
commorr to all industrialised countries. One cannot seek a technology
which correéponds To a particular national culture, since there are

only two cultures, one backward because it does not use advanced

technology, anc the other developed because it does. "It is illusory
TO seeX the LeIinglczy correspending to ore's culture. & technclieay
that was meds TC @easure for  §oIr Iountries  wolll e & poor

technology. B technology 'appropriate’ to the underdeveloped countries

would be an undergeveloped technelogy, that is to say, C©nhe which
freezeg and tzrzatiates underdevelcpment™. The Dest way Ts raise the
technological x=zvel of the LDCs to the point at which they will be

able to use and develop new techniques in certain fields can be
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achieved by importing the technology.
be attained.
it carries

'Technology is not neutral,

of the social structure within which

Western technology carries with it the

capitalism, the indigenous technology

Hence genuine independence will

with it relations of production

it was created. Therefore "if
social relations of a developed

which is going to be supplanted

by it, carries, according to the same conceptions of technology's non-

neutrality, other social

inhuman and retrograde”.
Despite its shortcomings,

a stage of historical development wh

than the less

capitalism is hell there exists a stil

i

less developed capitalism". Its ma

develops the productive forces and,
needs,
than

made

relations cannot be underestimated.

relations which turn out to be

capitalism is not a bad dream.

developed capitalism that exists

n

a more favourable framework for

that provided by the previous class

much more

It represents

ich is higher and more advanced

in the LDCs. "If

1l more frightful hell: that of

contribution lies in that it

if this does not satisfy social
the satisfaction of such needs
The

regimes. contributions

towards the satisfaction of human needs within capitalist social

One can harcliy Zisasree with Emmanuel about the role of modern technology
in the eccncmic transicrmation c¢f the LDCs. 't is quite true that modern
science and technslicgy C&n act a&s shsrt Cuts td Thée econcmil  deveispmernt
of the LDCs and that without them eccrnomic dependence and Lackwardness
cannot be overcome. Nevertheless, despite the fact that Emmanugel provides
scme definitiznz in  the first secticon of nis Dpock which distinguish

between technigue znd technology ,

he discusses technology and its
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since he restricts technology to what he defines as technique.

Furtado's coments on Emmanuel's thesis, are relevant here. He sees

technology, "which is the same as saying the knowledge relating to a
whole group of techniques, «... present in every form of rational
behaviour of man" (62). Rational or logical action assumes the existence

of aims and obkjectives. Since the production of goods, which is one of
the social objectives, is a social phenomenon, one must see it within the
framework of sccial structure. Technology, whose aim is to satisfy social
needs which in their turn reflect a structure of social domination,
should be 1linked to the social structure and should not be isolated from

its historical context.

In other words, technology cannot be looked at merely as a means of
increasing productivity since, as we saw in the first part of this
chapter, it can be manipulated to serve other more important cbjectives.

The impact of technology is not neutral as far as the social structure is

concerned. In fact, the use of technology will always play a significant
role in enhancing and consolidating the social structure within hose
context it is employed or transferred. Therefore, when technology is

impiranted Dby & sccial structure that both incubates and is a result of
econcmic undercevelopment, the only outcome which can be expected is the

&

uréerdevelopnent.

Emmanuel admits that modern technology is not neutral and that, when

transferred to the LDCs, it will bring with it the social relationships

of the environment within which it was dewvelioped. Therefcore wmodern
technclogy Creatsl in the West will introduce capitalist social relations
which are far rnore developed than the dominant social relations of

backwardness 1in the LDCs. Against this one can arque, as Furtado does,
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that today's dominant technology carries the brand of the very special
conditions of development of capitalism in the United States whose

symbols cannot be taken to constitute a universal pattern (63).

Furthermore, there is no reason to believe that modern technology will
bring with it developed capitalist social relations similar to those
which exist in the advanced countries. This is because the conditions of
creation and development of technology, which are to be found only within
the internal mechanisms of the developed countries (including that of the
exploitation of the LDCs), are not the same as the conditions of
technology transfer to other social structures. Thus, since it takes
place within the conditions of dependency and exploitation between the
developed capitalist countries and the LDCS, the transfer of modern
technology created by the former will only intensify these conditions and
will act as a 'short cut' for the further dependence of the LDCs upon the
developed countries. Therefore the problem that faces the LDCs is not
merely the acguigition of modern technology, but also and more
importantly the transformation of their social and economic structures
together with restructuring external relations if their societies are to
become capahble <f ascsimilating the transferred technology to satisfy

local needs (64).
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ce Their presant spreal of
technology within the system of an internacional division of labour which
includes considerabiie aissymmetries. Emmanuel's argument about the role
of the MNCs in transferring modern technolce3y tc the LDCs, ana especially
his assertion tr=: the MNCs prefer tc sell their technology rather than

to invest directliy in the LDCs, should not be taken for granted. In fact,

there are many cases when the MNCs prefer, and sometimes are even forced,
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to invest in the LDBCs, especially when they encounter +the sets of
conditions of capital accumulation that we discussed earlier, which force
them to reorganise production in order to secure surplus profits. Facing
these conditions they "are compelled by the changed conditions for
capital valocorisation and accumulation to relocate segments of their
production to new industrial sites (within the centre, but increasingly

in the periphery) wherever and whenever profitability dicates" (65).

When the MNCs invest in the LDCs they only do so when the host country
exhibits a reasonable degree of political stability. Thereforé, if the
investment of the MNCs can only be profitable after a major process of
restructuring of relations between capital and labour takes place, the
MNCs will refrain from such investment. The idea, supported by Emmanuel,
that the MNC, Dby investing in an LDC, would guarantee its development
chances, agssumes that the MNC is able to change cocial structures in the
host country. This is not true since the MNC has no political interest in
undertaking such an endeavour (66). Thus if the MHCs are not capable of
providing the sccial environment that will lead to full-employment

through the restructuring of the relations between labour and capital,

one shoulé a&admiz  that their activities including their transfer of
technology, are 1ikely to break up the economies of the LDCs even more
(a7).

In fact, tnis is often the case in redJard to the MHTs' activities in the
LDCs. Their investments in the host countries consist mainly of branches
and stages cf production processes that are ntegrated only
transnationally oy monopoly capital. Decisions concerning their
operations in the host countries and the nature of the technology

transferred are always taken at the international level with no
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consideration of local needs or of the appropriate nature of the
technhology used. It is well known that the operations of the MNCs in the
host countries remain as enclaves with no significant linkages with other
sectors of the economy. "The disarticulation between sectors which is a
structural feature of peripheral capitalist economies is thus maintained®
(68). Furthermore, these operations are always oriented to the world
market since local needs can hardly compete with foreign demand. The
immediate outcome is that scarce resources are channelled into the export
sector, thereby accentuating the sectoral distortion of the economy. In
addition technological progress driven by the profitability of investment
cften leads to 1limitiny effective demand under constant wages, and

therefore creates conditions of under-employment.

As for the transferred technology, it comes in a 'package' along with
capital and management. Empirical studies cast doubt on the willingness
and ability of the MNCs to adapt their technology to the national

environment o
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especially to the labour-surplus economies of
the typical LDC. If some modifications of the transferred technology are
adopted Dby the HNCs, <this is for reasons which are irrelevant to the
local needs of the host country. In the case of Brazil, for example,
Morley and Smith found that the "size of market or scale was by all odds

the mos:i important d&ecerminant of their (MNCs) choice of roduction

used in the US "stem from scale differentials, nct cheap lapour" (69). In

this way, adaptation to the low-wage Brazil:an economy was not effective.
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Arnother study <n Tos
IAJYV (Iranian Apsrican Joint Venture) firms adapted their technology to

the economic environment of Iran"™ (70)}. Even in this small number of
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firms, adaptation was carried out mainly because of lack of skilled
labour and in order to capitalise on low cost raw materials (71). What is
taking place, in fact, "is not a technology transfer but simply an intra-
corporate geographical transfer" (72). The host country can do little
with this kind of transfer except to offer ideal investment climates to

attract MNCs in competition against other countries.

For the same imperatives of profitability and efficiency which primarily
affect the MNCs the latter may decide to commercialise their technologies
through licencing arrangements and management-contracts, or even sell
them to the governments of the LDCs in the forms that Emmanuel described.
However, such decisions are always limited by the general tendency on the
part of the MNCs to contrel their spheres of industry, and therefore to
resist the transfer of technology and know-how to parties wishing to
undertake similar activities. Nevertheless, when the sale is carried out
it takes place within a framework that: "all considerations concerning
technoclogy transfer are subordinated to one over-riding 1logic, the
accumulation and valorisation of capital. Other developmental and social
'requirements' of the country will not be permitted to interfere with
this logic". 1In addition, public transfer plavs a verv aecandary role %o
private transfer. It helps to establish some of the institutional and

infrastructural rrzcenditions for private transfer to take place (73).

The diffusicn of transferred techrnclicygy is £€STYicTed ©2 & Ianimul ¢
deliberate efforts of MNCs to retain control of the techrnology on  which
the monopoly of a particular MNC is based. When transfers are carried out

through 1licernsing

ok
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ements, 1T 18 C
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"the licenscr sees to it that technical know-how does not seep
out into the industrial environment; it even makes technology
absorption Dby the licencee impossible, Dby preventing the latter
from continuing to use the technology after the termination of
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the agreement" (74).

Finally, the direct problem which faces most LDCs is not whether or not
to acquire modern technology, although this is not an insignificant
issue. The real problem which must be tackled is how to create the social
and economic structures which can create a large internal market and then
assimilate modern technology in & way which responds to local needs. In
an economic structure characterised by the absence or weakness of the
local market and very low wages, the MNCs' activities will Dbe
concentrated in the export sectors. This will only lead to the emergernce
of a small privileged group with has consumption patterns similar to
those of the industrialised countries, and which is not large enough to

aliow for the profitable production of the items which they want most.

As correctly pointed out by Elsenhans, MNC investment in the Third World
does not lead to a substantial increase in the wages of the workers,
since one of the main reasocons behind such investments is the lower wages
pai¢ to the workers in comparison to the cdeveloped countries. Irn addition
workers in Thirdé World countries cannot get wage increases, since this
would oblige the HMKC to transfer their production units to other

societies in the Thirc World where wages are even lower. In view of the

current employment situation in the Third World and the wage increases in
the develgoed countries "“the precess ¢f 'turning the Centre into a
Periphery' oy

structural change of labour markets in the Third World"™ (75).

We conclude from the ahove that creating a sccizl structure capsble of
expanding t©he interrnal market would not only render <The transfer of

technology really effective for economic development, but also exploit

local technelogies and direct production towards satisfying mass needs.




In other words, development in the Third world depends more on social
processes occuring there. These must be reflected in a pronounced
redistribution of income which in its turn will result in a greater
homogeneity of demand as well as the restructuring of the economy. Such
restructuring cannot be left to the mechanism of the market, which is
itself determined by the inegalitarian structure of current demand. The
role of the MNCs will pe effective if they transfer their technology into
social structures capable of supporting growth maintained by the internal

market.

4. Technology Tramsfer to the Gulf States

Despite the existence of studies dealing with the subject of transfer of
technology to the Arab countries in general and to certain Gulf states in
particular, none of these has looked at technology as a social problem or
tried to situate the process of transfer of technology within the context

either of +the new trends in the international division of labour or of

the desire and nature of the ruling social classes. Most of these studies

attempt t¢ 2iszcusg  the general advantages of wmadern ftechnninav  far
econcomic ant sccial cevelopment or suggest 'favourable' terms for
acquiring modery techinoliogy (76).

From the 4discizsaich in , W& can state that tThe procsess

of technology transfer to the Gulf countries is an outcome of both the

requirements of the new international division cf labour and the direcc

w3
h

interests c¢f =—rsz ruling social classe:s an

6]

trata in ccnseclidating  the:ir

ruie and in satiszlying the immediate consumption needs of the population.

A quick glance at the basic structure of technology in the Arab world,
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immediately reveals a weakness in the technological ability to meet its
needs and to initiate sustained economic development. As an integrated
part of the developing world, the Arab countries initially experienced
technological transfer from the developed world mainly in the form 6f

foreign direct investment carried out by the MNCs.

Foreign companies, supported and protected Dby the colonial power,
undertook all the processes relating to planning, design, construction,
and operation of industrial projects (77). Several of these projects were
organised in the form of concessionary companies over which the 1local
governments had very little or no control, and from which they 1levied
minimal taxes or fees (78). The technology used in these projects was
very primitive and elementary by the standard of the colonial countries.
In fact, the projects were linked in one way or another to the role
assigned to the economies of the colonised countries which was that of
complete subjugation to the needs of capital accumulation in the
developed countries while serving as sources of raw and agricultural

materials for incustry in these countries.

With <the acrisvement of independernce, the Arab states were confronted
with the proolen of economic backwardness and the rneed to initiate a
multi-facetsqd Zzvelooment. Industrialisation was envisaged in the
majority 2f Irar  Countriec as the major  sciuticn tC their  eIononic

problems and many industrial and cGevelopment projecte were built by the
Arab states. However, "inadequate concern has besn expressed for the need

to acguire and develop the necssgsary scientific and cteshnolio

capabilities ari sxills that perrxic a geruiine, independent industrial

capability, and without which such a capability is impossible™ (79).
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In the majority of Arab countries, especially those endowed with o0il and
particularly the Gulf states, technology transfer from the developed
countries was viewed as the principal method of development. Such
transfer was even understood as the purchase of modern capital goods
(machines, tools, equipment), and the ‘purchase' of the services of
foreign technicians and experts. This resulted in the emergence of an
Arab market for technology in which the import of a large variety of
goods and services, ranging from arms and capital equipment to complete
petro-chemical factories and o0il refineries was carried out. The result
has been an increasing technological dependence and further integration
into a world technological system controlled by the MNCs. In addition,
the process of such transfer has proven very costly. It has been
estimated that the Arab region has paid about $5 billion a year over the
past few years simply to purchase technological software, namely, skills,
patents, managerial and training assistance, and design and consultancy
services (80). Furthermore, billions of dollars have leaked outside the
recion for the purchase of certain simple machines, tcols, and equipmernt
that «could »e wproducad by Arab industry right away or Wwith minor

modifications (€1).

As for the Gulf States, following the increases in cil revenues, the past
few years havs witnessed large technology <ifransfers from the
industrialissd cfuanTriilss. Varicue riusIrial proiscis nave Zesn built,
most of which are concentrated ain  oiX-related activities such as
petrochemical and fertiliser complexes, <ci: refinerijies, and building and

construction materials. The establishmernt c¢f these projects has in  fact
represenced the medium through which MNCs have adapted their activities
in the Third World in general and in the oil producing countries in

particular to the new conditions that emerged after the rush to
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nationalise foreign assets in these countries. As stated by one writer,
"multinational enterprises are like chameleons, adapting their outward
appearance and organisational form remarkably swiftly to changes in their
respective environment™ (82). Hence, new arrangements in the investment
of the MNCs in Third World countries emerged. They included joint
ventures, management agreements and service contracts, 1licencing and
franchise agreements, production-sharing agreements, and sub-contracting

(83).

These projects were Dbuilt in spite of lack of absorptive capacity in
these countries, and in the absence of a local market large enough to
apbsorb their products. In addition, the whole range of technical and
managerial know-how that is necessary for the operation of the technology
transferred did not exist in these States and had to be imported together

with the tachnology from the supplying companies (84).

Techrnology transfer to the Gulf States is carried out in various ways.
First, trnere ig Zoint venture investment, Dby which an agreement is made
between the local government and one or more foreign companies to
establish a j0intly owned enterprise. Foreign companie«s nrovide 2 coridin
amount of capital but mainly assume the task of supplying the technology

and the manacerial and technical expsrience and Krow-how for the

the products. Second, 1licancing agreenents, ACTOriing Lo whicn  1ccal
industrial projects are permitted by fore:wgn companies Lo use certain

trade secrets against repayment of agresi fees. A representatives of the

supplying coml

is usually placed as technical consultant to the

4]

‘inally, there is the transfer of technology on the turn-

local company.

Key basis, in which a foreign company or companies undertake a series of
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tasks which include design, construction, importation of technology, and
then hand over the industrial project ready for operation to a local
private or public owner. The table Delow shows the most common forms of
techneology transfer to some of the Gulf states together with the kinds of
industrial activities:

Table 2.1
Forms of Technology Transfer to the Gulf States

State Forms of Technology Transfer Industries
U.A.E. 1- Joint Venture Steel, Aluminium
2- Turnkey 0il Products,
Cement
Bahrain 1- Joint Venture Aluminium
Saudi Arabia 1- Joint Venture Petrochemical,
2—- Turnkey Iron and Steel
Qatar 1- Joint Venture Iron and Stee:i,
Zz- Turnkey Fertilisers, Zal
3- Licencing Agreemants broducts
Kuwait 1- Turnkey Chemnical Fertilisers
Z- Licencing Agreements 2i1 Preducts,
Tongrrnct o
Materials

Source: Radawi, ¥.W., et.al. Economic Perspectives; No.1l, Jan. 1980

The introducticn of the computer system in Kuwait in 1964 represents one
form of the transfer of a most medern and complicated technclogy to

Kuwait. As mentioned abovs, the computsr market is moncpolised by a ver

(%

small number o7 fairniy U.5. anc Jaganese companies which alone control
about 90 per cert of world sales. The introduction of the computer took

place against a background of a total absence of national technical and
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managerial cadres capable of operating the system transferred or adapting
it adequately to suit local needs. The Ministry of Planning was the first
to introduce the computer syslem in order to conduct a population census
and for other purposes, such as establishing 1lists of government

employees and their salaries {(85).

An agreement was made between the Ministry and I1BM for the purchase of a
number of small computers and the renting larger systems. IBM undertook
to maintain and to supply software while it established centres to train
local <cadres in the new systems. The result was that no 1long term
calculation of the effect of the operation or of the impact of the
computer was made since the only concern was that to ease the flow of
government and administrative operations. In addition, a series of
changes and replacements took place over a very short period of from 2 to
3 years without real and comprehensive use of the available techniques,

and with no balanc

()

between the training of the local cadres and the new

technigues.
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CHAPTER THRER

THE ECONOMY AND SOQCIETY OF KUWAIT: A HISTORICAL BACKGROUND
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In analysing any issue in present day Kuwaiti society, one is immediately
confronted with the quéstion of the role of oil in transforming almost
every aspect of the economic and social structure. Tnis is because until
recently Kuwait was a tiny, traditional, and tribal shaikhdom relying
heavily upon activities that were shaped by the desert and sea. Its
population was composed mostly of tribal bedouins and a very small number
of settlers. This picture was suddenly and drastically disrupted after

the discovery of oil and its production in commercial quantities.

This chapter tries to give a brief description of the social and economic
structure of Kuwait both before and after the advent of 0il. The first
section will exXamine the social and political organisation and the main
economic activities that constituted the backbone of the Kuwaiti economy
prior tc the advent of oil. A brief description of the British interven-
tion in Kuwait and its impact on social ané political life will also be
made. The second section will trace the rcle ¢f ¢il ir trans
economy. The @main characterigtice of the welfare state system together
with its dimpact uvpon the different social strata will be analysed.
Finally, the coliticael struggle will be discussed, together with the main

features of trz Trade union movement.
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1. Kuwaiti Society Before the Discovery of Qil

1.1. Socio-Political Organisation

As was mentioned above the Kuwaiti population was a mixture of nomadic
bedouins and settlers. In fact the settlement of the tribes in Kuwait was
a relatively recent phenomenon which started around the beginning of the
18th century (1). For climatic and ecological reasons, pastoralism
dominated the economic and social life of the Dbedouin tribes which

circulated in the northern part of the Arabian Peninsula.

Two distinct patlerns of socio-economic activity based on pastoralism
existed in the northern part of the Peninsula: sheep herding and camel
herding. Pastoralism, in its turn, gave rise to other activities such as
the exchange of animal products against the products of the settlers and
the caravan trade. Since pastoralism depended essentially on the
availability of water resources, the scarcity of the latter gave rise to

tribal warfare and competition.

The +tribe was the main unit of ecconomic, political, and territorial

m

organisa&tion. Ownership o©f dgrazing land belonged to the trib

&l

alid

individual Zwmarship of pasture and desert wells was non-existent. Each

The leader of the tribe was the shaikh (literally 'elder'). The shaikhs

were chosen by the tribal council {mailis) to assumeé twc main duties: to

o]

arbitrate withor The tribs betweer corflicting factions an

m

tC represent
the tribe and _ead it in dealing with external forces (3). The position

of shaikh was citen reserved for membpers of specific families within the
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tribe and could be passed from father to son. Fred Halliday dismisses as
inaccurate the argument asserted by some 'romantic writers' who assert
that the tribe was a ‘democratic' institution. He sees the domination of
subsistence and the absence of significant surplus for anyone with power

to appropriate as the prime cause that gave rise to the above argument.

".... Power within the tribe was always reserved for the more
influential minority of male family leaders, and their powers of
arbitration included powers of economic management. Elder male

members of a tribe also had the power to fix bride-prices and to
arrange marriage; this too gave them control of one of the Kkey
means of allotting and transfereing wealth within tribal
society". (4)
Thus, social stratification was more pronounced among the tribes. Some
tribes which assumed an elite position vis—a-vis other tribes claimed
that they were the descendants of the Prophet or of the noble tribes of
Arabia. In fact such stratification emanated mainly from the type of
economic activities practised by the tribes, and specifically from the
pattern of pastoralism. Ownership of camels, for example, allowed the
tribe to be more mobile to cover and control a large area and provided
its members with the means of survival while conferring upon them an

aristocratic and hegemonic pesition. Such tribes maintained their

exclusiveness through rules of marital exchancge that precluded

intermarriage with tribes of non-gharif (descendant of the Prophet)
crigins. Cr tis cThner hand, the less mobile 3h pecame
subservient I ThE % if Tribes 1T WhLn Thel PaLI Trinulk oY

provided services of shelter and secur:

cf the Perirszule 4ntil the I18th centiury when, following the European
involvement irn the 2rabian Gulf, many social and economic changes Dbegan
to take placs. This involvement gave rise to trade along the Arabian
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coast of the Gulf which resulted in the emergence of new commercial

centres along the Gulf.

These new developments and especially the revival of commercial activity,
gave impetus to a transition from nomadic to sedentary life for some of
the northern tribes, who settled along the coast. They became
increasingly involved in the trading activities in and around the newly

established centres which later came to constitute the Gulf states.

Among the earliest families to settle in Kuwait were some tribal sections
of the Bani Utub who were mainly from the families of al-Sabah, al-
Khalifa, and al-Maawdah. According to some historians (6), the Bani Utub
belonged to the great Anizah tribe (a powerful gharif tribe). Following

an intra-tribal confict that resulted in their expulcion from their dira,

they went to Qatar where they stayed for about fifty vyears. Their
relations with the ruler of Jatar were soon to deteriorate so they moved

once again to the north and settled in Basra before establiching them-

n

elves permanently in Kuwait.

Before this settlement, Kuwait had served as a small trading centre for

the tribe ¢f Bari Khelid in which the Z&Zmir of this tribe hac built a
small Kut (feorcress) for the storage of food and ammunition. For various
reasons, =he Zan: ¥halig cororol over buvait sXperienceqa & reémarkable
decliine durirng the L1&8th Ccentury oo &7 il.r oI nne newly zseTilsl  al-3abahn

family who established their authority ir about 1752 and maintzined their

independence despite various threats.

iz 10 Confone political power tc its  own
lineage. Partly as a result of its desert orientation and partly to

protect itself from outside threats, the family sought the support of
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other tribes Dby marriage and sometimes by offering them financial help
(7). Zakat (tribute), which was paid by tribes to the paramount shaikh of
their area constituted the most important source of income for +the al-

Sabah family.

The growth of Kuwait as a transit port and the development of pearling
and shipping industries helped in the emergence o¢of a merchant Dbloc
composed of families other than al-Sabah family. The Persian occupation
of Basra in the later part of the 18th cenury forced many well-known
merchants to leave the city and to settle in Kuwait giving a big impetus

to the trading activities of Kuwait.

The development of commercial activities contributed to the weakening of
the authority of the ruling family and rendered it economically dependent
on the newly emergent merchant groups. In fact there were many occasions
when the ruler was forced to berrow sums of money from +the FKuwaiti

merchancts {8). However, such dependence was soon to De weakened by the

grouing Kuwait: ruler which resulted mainly from

his acguisiticr of large tracte of land in Iragi Fac and the development

of a relatively complex system of taxation on mnet esonamicr  2cs-isio-
{(9). Nevertheless, one cannot talk about a definzts separatiorn  between
the merchanzes andé the ruling family since there existed a dreat deal of
kinship arns marriage irterreizticn: betwsen fhe two.
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1.2. Economy: Trade and the Pearling Industry
From the outset, Kuwait possessed many features which favoured its
emergence as an important trading centre. Its population was able to
in the prospering Eastern trade that Kuwait came to dominate

This was to prove very

head of the Gulf.

participate
thanks to its location at the
important after the introduction of steamships following growing British
virtual absence of other econonic

The
placed trade at the top of the social

the Gulf.
played a

such as agriculture,
life of the recently settled tribes.

involvement in
activities,
and economic This has
crucial role in the rapid development of Kuwait from a small fishing
major port that was later to act as a link between Europe

centre into a
practised by the Bani Utub in the
to attract mercharnts

and India.
of

trading pelicy that was
virtual absence oOf taxes made it easier

the surrounding areas. Furthermoasre, tThe occupation
pv the Persians (1775-1779) led to the migration of the wealthiest
shift of

and capital fron
resulted in the virtual

which
"became important as a centre for

Basra
merchants from Basra to Kuwait
trade ifrcr Basra to Kuwait. The liatter

nearly all the caravans carrying goods between Basra and Aleppo' (10).
RS TaTii of
flcurishing economic

other

rise

gave

The nair
commercial capital, which
activities, notably the ghip building and pearling industries. The lattel
contributed in their turn to the enhancement c¢f trade. FKuwait acguired
ships - prozafly  impcrted  from india - large encugh tc make the sea
voyage to India, 9giving Kuwaiti merchants direct access not only to
Indian goods but also to the timber necessary for Kuwaiti ship construc-




tion (11). The local inhabitants provided the labour and supplied the

merchants with exportable products such as ghee and horses.

With the help of the migration of merchant capital to Kuwait, the ship-
building industry developed to such an extent that Kuwait soon became an
exporter of ships to the entire Gulf. In fact the number of ships which
were built and owned by Kuwaiti merchants exceeded that of other trading
centres along the Arabian coast of the Gulf (12). The large vessels
carried pearls, Iragi dates, wool, horses, and passengers to India and

N

FEast Afica and on their return they were loaded with teak planks, rice,

sugar, tea, coffee, cloth, and other goocds for the neighbouring ports and

the local Kuwaiti market.

The

ol

earl industry rapidly grew in importance with the gradual, but
rapid, increase in world economic activity. It was soon to become a major
activity <that employed aimost the entire Kuwaiti labour force at the end

of the 12th century. The number of ships engaged in the pearl industry

=N

increased from 461 in 1907 tc 812 in 1%12. 1In the latter year the pearl

industry smployed around 30,000 workers and brought a total income of Rs.

5 million (1Z). Vith a value of exports of £111,009 in 1926 (14). +the

pearl industry Dbecame the dominant econcomic activity in Xuwait and
remained <2 UrTil ihe commercial production of o1 in thig century.
Merchants piayed ihe leading roie -n providing the necgszary Ccapliial  for

the pearl industry. This’ was through the development ¢f a system of
financing which resembled, (o a great extent, that prevalent in feudzl
agriculture. This system 3determinsd the 4iv
Gifferent groups of workers ergaged in the industry (15). It also

accounted for the fact that most of the labour force employed in the
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peariing industry was connected through a cycle of debt to the merchants

who financed the pearling expeditions.

The merchant provided the capital to the captain of a ship against
assurances of repayment with relatively high rates of interest. The
captain used the money as advances or loans for the recruitment of the
necessary number of crew. If, for example, the captain failed to repay
his financier he was obliged to sell the pearls to the same merchant-
financier merchant. As for the crew (divers and pullers), if they were
unable to pay back the advances given to them by the captain, they were
forced +to «continue to work for the same captain (16). Failure of
repayment aiways led to the expropriation by the merchants of all
property that his clients might have possessed. The debt was often still
outstanding even after the death of the indebted crew member, sc that his
sen  or brother would be forced to work for the same merchant or captain

until it was repaid.

1.3. British Intervention and its Impact on the Socio-Political

Organisation in Kuwait

The EBritish role in the history and the organisation ©f the internal and
exterrnzl affzire of Xuwait was very important. It was decisive in  the
develogmert T tThe zocizl and Tolltical structures oI Thz ICuntry. Cne of

its concern to secure trade routes with the East, mainiy with India, andg
to undermine the potential infiuence of cother coliornial wowers in  the

area.

Britair made its first contact with Kuwait in 1775 after the Persian
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occupation of Basra and the subsequent shift of the desert mail (of the
East India Company) from Basra to Kuwait. A series of treaties were made
between the British authorities and the main shaikhs of the region in an
attempt to exclude the influence of other European powers in the area,
and gave Britain the sole right to combat the ‘'acts of piracy' that used
to threaten its links with the East (17). Britain's success in Kuwait was
due to a series of political developments which eventually brought Shaikh
Mubarak to power in a coup d'etat in 1896. Britain signed a 'protection'
treaty with him in 1899 that made it the sole effective foreign power in
Kuwait (18). In 1904 the first British political agent was appointed, and
in 1907 Britain managed to sign a secret agreement with Shaikh Mubarak
under which the port of Shuwaikh became a British naval base. In return
Britain acknowledged the sovereignty of the al-Sabah family over Kuwait
and exempted the Shaikh's landed properties in Fao from taxes. Thus
Kuwait gradually came to be under the firm grip of British political

controel.

Foclowir

e}

this involvement, British commercial activities in the region

began to expand consideraply. As noted py one writer:

Ir. 1804, British steamers pedgan to call at Knwait regulariv = ond
by 1905-1306 (they) were .... carrying to Kuwait more than 50
percert ©f the total value of goods imported thers. (19)
Hence, Britain ith its steamers scdn dominate The inport-gZport
activicies 2 the luwaiitil econcoy. This prencisrarncse wga: forTher erharnced

by the agreement of 1934 which extended British contrc: and infiuence

over the exploration and production of newly discovered il deposits.

Another agreement which expanded British authority to

include forsignsrs and Westerrn companie:s ¢perating in Kuwait.

These agreemente enabled Britain to determine not only Kuwait's foreign



policy and its commercial relations with other states, but internal
affairs as well. This was manifested in the fact that Political Agents
and Officers representing Britain in Kuwait became de facto rulers of the
country. They soon acquired the respect of the al-Sabah family which

looked upon them more as masters than as equals (20).

Britain's its flourishing economic activities in Kuwait contributed to
the marginalisation of local commerce which increasingly became confined
to "the marginal subsistence market and products" (21}). The rulers,
backed by Britain, gradually emancipated themselves from their merchant
creditors, and were able to introduce heavy taxes and levies on almost
all econcmic activities, especially the pearl and boat building
industries (22). The taxX revenues were privately appropriated by the

rulers to support their power and authority.

The ruling fauily was scon to emerge as the most powerful and influential

social andé eccnomic force in the country after the British. Autocratic

)

rule becane za doninant feature D5f th

[4))
T4
@]
—
(B
ot
-
)
o))
Yt

system. This resulted in
the alienrnatiorn o©f the merchant bloc from political power which led to
freguent sericus strains in internal relations and cenfrontation with the
ruting ifamilLy {(zZ}. RAg 2 result,. the rurers tried to encourage the

bedouin tribss S migrate to Kuwait in order to piay a part in cthe

baiance c¢f fcZrces, and to provide the ruling family with the political
suppert it needed. From now OnL, The Delouin Tame Tl Constitute the majly

element in the state army and police forces.

At the same time, <the ruling family failed 2 introduce any significant

(7]
jte
v

changes or incrovement itlic servicss or administration. Illiteracy

and appallinc health conditions were commonr. Ironically, it was the

merchants who introduced the first primary school in Kuwait in 1912 (al-
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Mubarakiya) (24), reflecting the absence of any concern on the part of

the ruling family for the spread of modern education.

1.4. Emergence of Opposition: The Reform Movement

The growing autocracy of the ruling family, the political alienation of
the merchant bloc, their exclusion from capital accumulation, and the
evident lack of reforms gave rise to an opposition movement. In the
beginning, this movement manifested itself in the form of protests and
petitions made by leading merchants against various practices of the

ruling family.

Leading merchants presented a series of demands spelled out in a petition
addressed to the ruling family after the death of Mubarak's second son,
Shaikh Salim (1917-1921) (25). The petition requested them to establish a

consultative council (Madlis Istishari), and hoped that the succession

would take place in a calm atmosphere.

Shaikh Ahmad ai-Jabir, who was later nominated by the family, immediately

approved the fcrmacion of the council. Twelve members werea then elacted

from among the most influential merchants and notables 4in  Kuwait.
However, the Corsultative Council lasted only two months. It was crippled
by dicputes arnl Iicritirg amons lts meniers resuizTeld  1in its
dissolution and disintegration, leaving Shaikn Ahmad once more with
absolute authority.

However, hs 1Yesa. sigrificance oI ihe fcrmaticr °f the cguncil, as
Jacgueline Ismzel correctly notes, liec in the fact that it:

"hecame h basis of the demand for parliamentary government as

the
the society edged toward bankruptcy in the thirties as a result




of the process of underdevelopnent". (26)

Anti-government agitation and growing demands for social reforms
characterised the political scene of the 1i930s. This was set against a
background of widespread poverty; government maladministration and
corruption (27); what was felt to be very heavy and capricious taxation
(28); and a total monopoly on political power and economic decisions by
the al-Sabah family . Opposition and protests against the ruling family
started to assume a more sophisticated form, and were fostered by
economic decline. These feelings manifested themselves most clearly in
March 1938 when a wave of mass protests and demonstrations took place in
Kuwait demanding the introduction of reforms into public and political
life. Arrests were made and some participants were forced to reveal under

torture the names of the most active organisers (29).

Encouraged by

the British Political Agent, the leading merchants emerged
as the eaders of a moderate opposition movement and sought reforms
within the stiruczure of al-Sabah autherity (30). In 1838 they formed an

underground scciety al-Kutlah al-Watanivah (The National Bloc) (31). The

[¢]

latter sent a petition to the ruler (Amir) demanding that he fulfill his
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1912 pledge are “~ish pressure, the

ruler accer:zea the demands, and an electior to the Pecple's Legislative

Council took giacte . Fourteen representatives were elected froim among the

The Council was immediately conironted with the task of introducing sonie

desired changes. A series <f economic refcermé were enacted, abgciisnin

[ts}

many taxes formerliyv paid DY the perchants. [CrY ezampi€, rents on  shops
and commercial places were reduced ang custems taxes on exports

abolished. tMany reforms in public administration and state security were




introduced.

government schools, including
ctarted by a number of teachers

sent to Baghdad and Cairo (32).

The formation of the Council rep

"the ascendence to power of bourgeois interests in Kuwait
interests that had been
commerce with Najd and the economic decline
reflect
enterprise in a system of law and order....

represented a progressive expression of autono-
with
seeking the expansion of markets,
interests were ultimately in contradiction with the relations
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bourgeoisie as a whole dependent on it, and thus a drastic restructuring

took place in their relationship with the ruling family.

2. Post-Qil Kuwaiti Society

2.1. The Discovery of Qil and its Impact on Society

By 1913, after a series of agreements with Shaikh Mubarak, the British
assumed full rights of o0il exploration in Kuwait. Nevertheless, it was
only after 1920 that the possibility of ©0il production really emerged.
During this period, Major Frank Holmes, a representative of the Eastern
and General Syndicate (EGS), a small company based in London, entered
into negotiations with the then Ruler, Shaikh Ahmad al-Jabir, seeking to
secure ©oil concessions (35). In 1928, after holmes had concluded an
agreement with the (American) Gulf 0il Company, the British authorities
advised him that if application for an cili ccncessZorn .rn Xuwait was to be
considerea, the British '‘nationaliity' cliause must Dz  included. This

clause reac:

"The Company shall at all times pe and remain & British company
registered in Great Britain or & Eritish colonvy., ard having ite
principal place of businese within His Majesty'c Dominiong, the
Chairman andéd the Manacing Director (if ény) and & najority of the
other Directors of which shall at =211 time be Britisk subjects".

However, =GS&

0il Company (APQOC) which reprasented British oil interests

Gulf. Both companies sent their proposals t©o Shaikn Ahmad al-Jabir wno
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he two CoToTarise that resulted in the formation of the Huwait Oil

Company (KCC) under British registration, jointly owned by the Anglo-
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Persian 0il Company and the Gulf 0Oil Company. KOC was immediately granted
a concession over Kuwait for a period of seventy five years. It began its
operations which culminated in the discovery of o0il in 1938 at the field
of Burgan. Later, concessions were granted to the ABmerican Independent
0il1 Company in 1948, to the Arab 0il Company (a Japanese oil company) in
1958, to the Kuwait National Petroleum Company (KNPC) in 1960, and to

Royal Dutch Shell in 1961.

By June 1946 eight productive o0il wells were connected through pipelines
and a pumping station to one gathering centre which produced 30,000
barrels of ©0il a day destined for export. In March 1951, Burgan's 113th
well was drilled, and by the end of 1953, a total of 149 producing wells
were connected up to eight gathering centres. Hence, it was not 1long

before the greatest fleet of tankers ever to assemble at one time was

moored near al-Anmadi cil terminal; "at one time the armada of vessels
waiting to Dbe 1loaded quesued line astern for several miles"™ (37). By
September 1238, "total production from the Burgan 2il field alone passed

the 3,00C0,070,000 barreis mark. The wells of the Burgan field have an

average vield of 6,000 barrels per day" (38}.

The impact 27 <21 upcn Kuwait: society was immediately felt. It gave a
completely new aspect to Kuwait as a whole by permitting it tc enjoy

enormo.s  wealrth. This was helped DV the spectaculiar Lincrease in  oil

o)

production Dpetween 1550 and 1853 in order o fill TIos TLat  Was

T
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created by the cut off of Iranian o0il. Kuwait's productiosn increased from
17 million tons in 1850 to 46.9 miilion in 1€34. In fact "Kuwait Dbecanme
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The arrangements between KOC and the state remained unhaltered until the
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early seventies, when, the Kuwaiti government, together with the other
Gulf states of Saudi Arabia, Abu Dhabi, and Qatar, began to negotiate
with the 0il companies for state participation in the running of their
own o0il industry. In October 1972 new arrangements were agreed upon
between the 01l companies and the Gulf states under which ‘"government
companies were to get an immediate 20 per cent share in the 1local
operations; this was to rise to 25 per cent in 1975, Dby 5 per cent in
each successive year, and in 1983 local participation was to be 51 per
cent" (40). Compensation was to be negotiated separately by each

government with the o©0il companies operating in its own country.

This agreement was rejected by the Kuwaiti parliament which demanded full
nationalisation (41). In 1974, Kuwait reached another agreement with the

KOC which resulted in raising the government share to 60 per cent of the

company, and which 1later came to include the other o0il companies 1in
Kuwait. Finally, in May 1975, the government anncunced The

Ity

nationalisation of all the shares of the 0il companies operating within
its boundaries. However, such nationalisation, despite inCreasing stace

involvement in the o©il industry, did not change the actual fprocess o

[

@]
M

procucticn  and marketing which remained completely under the control

<he multinational oil companies.

in the society, particularly at economic and peolitical 1levels. The

pearling and boat industraec experienced a gradual but rapid decline, and

)

0il incoms  =nd 2Ts distrirucicn enarled it to become pDolitically and
economically independent ©f the merchants. In fact the picture of

relations Dbetween the ruling family and the merchant bloc was completely
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reversed. After the decline and the gradual desertion of traditional
economic activities, the merchants themselves became dependent upon the
state and its ruling family for both capital accumulation and economic

expansior.

The major transformation in Kuwaiti economy and society and the
introduction of a welfare state system tocok place during the rule of
Shaikh Abdulla al-Salim (1950-1965). This transformation, which was made
possible Dby o©il wealth and the government expenditures on development
projects which flowed from it, marked the Dbeginning of Kuwait's
integration into the world capitalist market. Such integration manifested
itself in Kuwait's almost total dependence on the export of crude oil for
generating and satisfying its internal demand for Western commodities and
foreign labour. By 1961/62 0il exports accounted for almost 98 per cent
of total exports and o0il revenues constituted 92.3 per cent of total

government revenues in the same year (see table 1).

Folliowing the advent of o0il wealth, there was a rapid increase in

population caused by the influx of labour from other countries, and the

settiement {(and naturalisation of the tribes. Population incresced almncrt
eicght-7focL¢ over a period of about twenty-five years, ‘rom an  estimated
SGC,000 pedrle in 19244 744,300 pecrie Ly 1871, and over

]
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population growth reached a recorda of 16 per cent during the fifties
following the sudden expansion of the econcmy. However, the average

annual rate for the last thirzTy years was estimated at 8 per cent.




TABLE 3.1
Indicators of the Economy®s Dependence on Qil

1961/2-1975/6

0il Export/

0il Revenues/

Share of 0il

Total Export (%) Govt Revenues (%) in GDP (%)
1961/2 97.8 92.3 N A
1963/4 97.3 91.9 N A
1965/6 97.2 92.0 63.1
1967/8 81.5 84.1 54.4
1969/70 95.5 91.5 56.3
1971/2 95.0 92.4 67.1
1973/4 96.4 82.5 68.6
1975/6 93.0 98.1 70.0
Scurce: ¥houja, Y. and Sadler, p., The FEconomy of Kuwait: Development
anc¢ Role in Interpnationel Finance; Macmillan Press, London, p.35
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2.2. The Establishment of the Welfare State and the

Distribution of Oil Revenues

The establishment of a welfare state and the subsequent development in
the social structure that in its turn resulted in the emergence of new
socio-economic dgroups connected directly and indirectly to that state
began as early as 1951. The tribal customs and traditions which 1long
prevailed in Kuwait when it was a desert society, largely explain the
attitude that the government has assumed in the creation of a state
welfare system (43). Most of the capital development expenditure, which
amounted to £80 million, was directed towards the expansion and

development of various social services.

The improvement of health conditions (44) and the expansion ©of education,
nousing, zubsidies, emplovment, and social security, as well as the
construction of & relatively large infrastructure (zirports, roads,
telecommunicaticns etc.) has consumed the largest vart of  government

expenditure. According to Jacqueline Ismael "between 1352/83 and 1978/79

expenditure on public services increased from Kbx 27.4 million tn KD

2G1.% millien®™ (45). Thig has enabled the governyent Lo in ,
education, nousing, and leisure programmes as free pullic services.
As a result cf experditure, <The Jrowti i e ‘s Labour

force during the fifties and earliy sixties was remargaple. 1t averaged

about 9 per cent per annum during the years 1546-1557 and over 16 per

cent annualiliyv i the foli

; . {(4€}. In fact,
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= Until 1682 1 KD (Kuwaiti Dinar) = 1000 fils = £2 sterling = US$3.40 -
$3.60. In Nov.1982, 1 KD = $3.32
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due to the rapid growth in infrastructure rather than any growth in the
0il industry which had been completed by this period. The latter sector's
contribution to employment was very low and indeed decreased from 3.1 per

cent in 1971 to 1.4 per cent in 1980 (47).

Without a doubt, the mest striking feature of Kuwait's development
programme has been its very considerable dependence on imported foreign
labour. Following the advent of oil wealth, there was a huge influx of
foreign workers from Palestine, Egypt, Iraq, Iran, and South and South
BEast Asia. As shown in the table below, the increase in the foreign
labour force reached 147.1 per cent during the period between 1957 and
1965, whereas that of the Kuwaiti labour force increased by only 51.6 per

cent. By 1280 non-Kuwaitis constituted 78.1 per cent cf the total labour

force.
TABLE 3.2
Labour Force in Kuwait

Year Kuwaiti % Increase Non~-Kuwaiti % Increase % Total
19a7 Ze, 30 ——— 57,1€2 ———- 66.8

1965 £z ,C18 51.6 141,278 1i47.1 76.6

197G 57,365 2.0 175,827 25.z2 73.0

1875 $1,5844 £3.5 222,758 20.7 5% .8

1980 107,760 17.3 383,74% 8G.43 JE.1

Source: Lawson, Fred, "Class and State in Kuwait", MERIP Revport;
igg ig

Hay

—

The expancion of social services meant that the government became the
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largest employer, absorbing almost half of the total Kuwaiti and non-
Kuwaiti labour force. Thus, as early as 1955, 55.6 per cent of the labour
force was employed in the state economic sector. In other words, the
majority of Kuwaitis became employed in the civil service sector. In
1973, for example, 10.8 per cent of the total Kuwaiti population were
employed by the state (excluding those who were in military and security
apparatuses), a very high percentage in comparison with the 3 per cent of
many other countries (48). This has created, especially from among the
labour force of Kuwaiti nationality, a substantial group of civil
servants and executives. In fact this resulted from the state's
deliberate policy of guaranteeing a job in the public sgector to all
Kuwaiti citizens, male and female alike. 1In its turn, this policy
explains the high standard of living that is enjoyed Dby the Kuwaiti
population. Moreover, overstaffing has become a dominant feature of the
government administration. As noted by the observers of IBRD:

ursory passage through administrative offices reveals

showing little groups of two to five persons
moves in an administrative process. This frag-

mentation seems unnecessary in what is after all a small State
ané administration.... There is a profusion of forms and ledgers,

often individually well designed and aiways beautifully printed,

o

wnich have te bhe filied out laperaioucly, in manv cases with Aata
alreadyv are el : ther nd ledgers. At
= m av e ameount of

ofte

£:11

ra. irm

Government expenditure on the social services and its liberal welfare ang
employment policies led to a rise in living standards wnich has increased
the level oOf ccnsumption of the population (50), and created greater
demand for luxury commodities supplied by the Western market. The Kuwaiti

economy rapidly became dependent on the outside worid to satisfy its
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needs for goods and services. This meant that the revenues drawn from the
export of o0il were recycled back to the Western countries from which the

goods and commodities were imported.

Despite covering a large section of the population, government
expenditure constituted a major mechanism of social stratification. The
traditional merchants were the first to adapt their activities to the
newly created demands for goods and services, and thus benefitted
immensely from the oil wealth. Thus, on the one hand, they became agents
of the multinational corporations, and on the other were increasingly
dependent upon the state for the accumulation and expansion of their

capital.

Another form of government esxpenditure which has represented a form of
free distribution of 0il wealth to the private gsector is the programme of
land purchase. Following the initiation of this programme, the government
conducted & process of land evaluation to facilitate its zurchase from
its ocwners. Tnis process involved the evaluation of the iarnd at a nmuch

higher rate than that prevailing in the land market.

The of thisg progrzmme was to achieve & fair and rapi
distrikbuiicn of ©0il revenue among the indigenous population and to induce

rizy & more significant recie irn the puilding cof the
economy. Thus, during ths 1z£3's The govarnment Zver XD 37z

million on land purchases: in 1961/82 the figure reached a reccrd amount

of KD 444.1 million, bringing the total amoun

el
n
T
®
=
%)
0
n ]
t
=y
o
"y
&
"
0
poniy
Yy
n
[
o]
h

land Dbetwzen 1373/76 and o about Ko L. DI {s1). Cr
average, UnTir 1287 the anrual cost of the 1and purchase programme

represented abocut 25 per cent of total public expenditure and 24 per cent
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of total oil revenues (52).

Nevertheless, it soon became clear that the programme was an inequitable
way of distributing the wealth Pbecause it came to serve a minority of
people, mainly from among the ruling family and the merchants, who
managed to accumulate huge sums of money following the sale of their land
tc the government. In fact, in anticipation of the government programme,
they were able to claim large tracts of land through various means, and
registered them as private property in the newly established Department
of Land Registry (53). The lands were then sold to the government at
highly inflated prices for the construction of public projects such as
roads, schools, hospitals, and government buildings. Furthermore, in
order to induce the private sector to become active in the field of house
construction, the government would subsequently sell back the surplus

land to the public, recovering only a fraction of the cost of

One ©of the most important effects of the land purchase programme and its
manipulatior was the accentuation of the pattern of income inequality

exXisting during the pre-oil period. HMore importantly, the programme has

a more effective anid commanding eCcoOnonic

positiocn. n fact, wealtn guickly accunulated irn the hards o©f these

Moreover, those who benefitted from this Programme ware SOCnh to  invest

the bulk of their capital abroad, thus proving that the programme had

the programme "tended Lo weaken entrepreneuria. a2pility because of the

growth of dspendence on the government as a source of income" (55).
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Furthermore, despite the expansion of the state's economic activities to
include almost all social services, the government adopted a policy of
free enterprise during the sixtiées, and letft the bulk of internal and
external trade in the hands of the private sector. Soon the traditional
merchants with the help of the land purchase programme became heavily
involved in the newly emergent and lucrative occupation of importing

mainly Western goods and commodities.

Despite the expansion of the financial institutions in private and public
investment, there was no matching expansion of manufacturing industry or
agriculture, except for hydrocarbon based industries. By 1965, concerns
employing fewer than ten persons each made up 87 per cent of all
manufacturing firms in the country. They produced mainly food products,
clothing, and furniture. By 1971/72, industry represented only 3.1 per

cent of GDP, increasing to 4.9 per cent by 1975/76.

varicus reasons limited industrial expansion. The most important of these
were the comzlete integration of the Kuwaiti economy into the world

capitalist market; the lack of indigenous labour; the prevailing tendency

cf local capital £o invest in activities siuch as trade And enernlation
that brought 2asyv andg fast profits with minimunr riske; and the free
entergrizs Tolicy fostered Ly the government.

The pattern ¢f incoms

inequality which has widened over tims, partly because ¢f the increasing

proportion of non-Kuwaitis in the population. Thu:z while the top 5.5 per
cent of the © ZZ the tTotal irncome in
1972/73, £7.% per cent of the rest received cnly 24 per cent, With a

monthly income of 1less than KD 250 (56). Inequality in income




distribution also exists amongst Kuwaitis themselves. It is estimated
that the top 10 per cent of Kuwaiti households collect more than 40 per
cent of the total income received by this group (57). Such inequality,
whether Dbetween Kuwaitis and non-Kuwaitis or amongst the Kuwaitis
themselves, has Dbeen aggravated by recent rises in the cost of 1living,

particularly with regard to rents and prices of consumer goods.

In short, the establishment of the welfare state was expressed in total
dependence upon a single commodity, o0il, as a source of income. Qil
wealth has fostered both a relatively high living standard for the
population within the context of underdevelopment and sectoral imbalance,
and the accumulation of large amounts of capital in the hands of a few
merchants and members of the ruling family. However, the most st:iking
outccrie nhat been the development of a consumer society dependent entirely
on the outside world, not only to satxisfy its needs for goods and
services, Lut also to supply labour to carry out aimost all economic and
non-economic activities. This has made both the economy and the society
extremely Zfracile, witn il wealth being the mcst inpportant factor of

a2l cohesion.

@]

social, econcmic, and politi
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2.3. Political Developments and the Emergence of Trade Unions

Bgain, the advent of o0il produced a process of social transformation that
was represented in the crystallisation and homogenisation of the
interests of the dominant class factions. As one faction of this class,
the ruling family was able to accumulate large amounts of capital and to
organise the distribution of the o0il surplus. 1In addition it had control
over the political decision making process and the means through which
the official ideolcecgy was diffused. By virtue of its domination over the
state apparatus:

"The ruling family effectively controls a tremendous surplus that

has made its lifestyle the most opulent in the world and far out

of reach of the average Kuwaiti. The shaikh's (ruler) personal

income from oil revenue in 1973, for example, was KD 8 million.

With the introduction in 1861 of a distinction between the privy

purse and public revenue, members of the ruling family began

receiving a substantial share of o0il revenue in the form of

permanent salaries - amounting to 8 per cent of 0il revenue in

1975". (58)

Partly as & result of the new challenges that it started to face after

the emergence of new social and political forces, and partly to

cocrdinate 1iT:s  Own interestis against opposing factions within Kowaiti
society, 1m& ruiirng family cet ur a ruling councll frem among its
memcers. _ri: IZounTil meets recgular.y to discuss the difficulities facing
the Zamil;s ir o ronnoIng The TIUnIIY.

With the help of ©il revenues, the rul:ng famzly sought to consolidate

its political power through the estaplishment of scme form of cooperation

with vVariole grougs, garcticularly certain facticrne from merchant and
notarlie Janilies, 2nd the psicuin. This was carrvied out esither in the

manner in which 0il wealth was apportioned, or, especially with regard to




the bedouin,

and army apparatus.

The

and the notable families who were inc

distribution of 0il wealth.
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the state, and allied themselves with

were composed of different ethnic and

became concerned to preserve stability

them more opportunity to accumulate capi

both the central administration and t

companies in the post-oil period (59).
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themselves as an increasingly coherent u
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occasions (August 1976 and June 1986). This merely proved that its main
function was to maintain the rule of the al-Sabah family and its allies

under a mantle of democracy and legitimacy (61).

The expansion of government social services and the state's deliberate
employment policy with regard to Kuwaiti citizens led to the creation of
a relatively large middle social stratum mainly employed in the state
services sector. In fact 59.9 per cent of the Kuwaiti labour force belong
to this stratum (62). They entered into their positions in the state
apparatus after having experienced modern education often outside Kuwait,
especially in other Arab countries. This factor, when combined with their
social and economic position which was affected, to a varyving extent, by
state policies favouring the dominant class, led to anti-regime political
activity Dby educated members of this group. In fact, it was not 1long
before their representatives began to pose a challenge to the political

system ac & whole.

These revregentatives emerged mainly from ameng groups of students who

had received their education in certair Arab countries, chiefly Egypt and

administrative corruption, and the ineguitable distributicen of  wealth
began to be spelled out. Calls for Arab unity and liberation from the
shackles of cclonialism were combined with cails for an enéd to the
auiocratic rule c¢f the al-Fakal fTamily. These demands formad a ¢ore which

attracted activists of wnat later came to be calied the 'Rational 2Arab

Movement'. This movement became more crystallised after Kuwait achieved




its independence, and specifically after the establishment of the

National Assembly.

In June 1961, a treaty of independence was signed between the ruler of
Kuwait and Britain, bringing to an end the protection treaty of 1899 and
replacing it by a friendship agreement that recognised Kuwait as an
independent state. Soon after that the Amir of Kuwait approved a draft
Constitution drawn up by @& Provisional Constituent Assembly. The
Constitution defined the distribution of the executive and legislative
powers. The former were concentrated in the hands of the Amir and the
Council of Ministers, while the latter were the responsibility of the
Amir and the National Assembly. The Constitution gquaranteed rights of
association, press, and religion, but banned the formation of political
parties which were viewed as destructive to the unity of the Kuwaiti

people (583).

In January 198Z, the first genereal election to the Naticnal Lssemkly took

piace. Trne Constitution only gave the male sectiorn. of the oovulation the
right tc vote. The election resulted in the formation ¢f a 53 member
Assembly. Eight members ¢f tThe 'National Arab win
sezts In the Zssembly. the ocrpositiorn €2 the ruling family
and Zte alliizs, and vwere ahie to snunciate ¢n Zifferent occasions, the
gemande and astiraiicn: wIiICh tave Desr cimnmarissed agbove.

From now on, Kuwaiti pcolitics was dominated by the division petween the

ruling family, with the merchants aprd the notables rallied behind it, and

the natior eble to present alternatives 12irly through the
Zssemzly 2nd 2 few newsrapers. However, such a &ivision was overshadowed

by the <constitutional powers that the Ruler managed to assume in
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dissolving the Assembly and banning, or at 1least restricting, the
opposition press. Thus every time the nationalists were able to make
their voices heard or caused an embarrassment to the dominant class they
were faced with the exercise of the Ruler's rights. The result was the
dissolution of the Assembly w;th the nationalists being unable to
organise any form of popular mobilisation against this measure as was the

case in 1976 and 1986 (64).

There remains the Kuwaiti 'working class'. A quick glance at its present
structure reveals that it is composed, as we saw earlier, of a majority
of non-Kuwaiti workers who migrated to Kuwait following the advent of the
new era. The bulk of it is employed in the construction sector, and in a
number of workshops and small industrial concerns. Since most migrant
labourers have only temporary residence in Kuwait, depending on the

nature of their jobs, the workforce is changing continually which makes

4y

it unstable. Furtnermore, workers suffer discrimination as a result of

mplcyment policies together with national, ethnic
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ané culztural considerations. Thic ha the 'werking class' in

Kuwait, oOr at least its largest section, devoid of class consciousness,

making -t impossible for it to eXpress its demands in  anv  form of
pclitzcal aciicen. Thus its pelitical influence, as & class, 1s minimal
{ez).

the expansion of the state services sectcor have made the number of

Kuwaitis who are involved in the direct process of production very
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Yet when the Kuwaiti 'working class' was first formed, its situation was
completely different. With the discovery of 0il and the decline of
traditional economic activities, the major portion of those who had
constituted the workers in these activities, namely the divers and the
pullers of the pearling industry together with some newly settled
bedouin, were recruited as unskilled labourers by the o0il companies.
These in fact constituted the nucleus of the indigenous working class

(66).

In contrast to the situation today, Kuwaiti workers faced wage
discrimination in comparison with foreign workers, who came mainly from
India and Burope, and performed unskilled jobs with very difficult
working conditions (67). For example, the daily wage of a Kuwaiti worker
in the KOC at the beginning of the 1950s was 3 Rs, whereas that of an
Iragi worker was 24 Rs (6g). This situation was a result of the sudden
change in the means of production from traditional economic activities to

0il. Therefore, &a large number of Kuwaiti werkers were confronted with

the bproblem of frictional utnemployment, & situaticn where their skills
were not adsguate to fill the available, zand in  fact expanding, job
marxzst. - imrmediste sclutionh Was €0 import fcreLgr Labpour (69).

The =snerzssernze ¢f the Kuwaiti trade union movergent was & response to the
detericratins vitilaticrn o the Huwaitl workers. Fron ths it=Cs

demands began to be formulated py some Kuwaiti workers, who were
influenced by the Arap nationlist movement and who “"had contacts wWith
Palestinan workers whe participated in & direct wey ir  their eqQqucaticon
and in spreading Cconsciocusness  ameong thex™ (74).  They appeaied to
government officials to permit the establishment of independent workers'

organigsations with the right of assembly.




'A workers' committee was formed in al-Ahmadi in 1951, and contacted some
officials demanding improvements in conditions. This resulted in the
immediate arrest of the committee's Secretary, 'Ashur, which was folliowed
by a strike. Tne strike ended after some improvements were introduced in
wages, housing conditions and transport, but in retaliation three workers
were sacked after the strike had ended (71). Demands for permission to
establish a trade union spread to the taxi drivers who organised a
meeting, hosted Dby the National Cultural Club, in 1954. The outcome,
however, was disappointing as the government refused to grant them

permission, and a wave of agitation and resentment followed (72]).

It was not until the promulgation of the Constitution that the right to
form +trade unions was granted. In Article 42, the Constitution stated
that "the {reedom to establish societies and trade unions on a national
basis &anZ in & sound manner is guaranteedg" (73). A Labour Law was
published in 1964 which elaborated the workers' rights to set up trade

unicns iv ~ne Zifferent economicC 5eCTors.

Soon afier that, many trade uniong in varicus wWorking pliaces sprang into
being., Trs First was the tragdge uriorn in the Hurnloc:ipallity of the City of
Kuwait, =whnich elected its council in Octcber 1=z¢4 (74). 2y 1975, ther

were 1< wrads Union Organisaticne in Fuwalt {(735). Befcre that date, these
unicns had started o sensg  the need To estallish 2 JensSral union o

unify and coordinate the activities of its various members. Thus, in 13985
many trade unions in the state sector established the General Union of
Vicrkers and Employees in the rFublic Sector. This was fclicwed immediately

by the formation of the Union of Cili Workers from among diffe

"y

ent unions

working in the o©0il companies. At the end of 1967, the General Union of
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Kuwaiti Workers was formed to include representatives from both unions

(76).

Unfortunately, the establishment of trade unions came at a time when a
significant withdrawal of Kuwaiti workers from the productive sectors of
the economy towards the government services sector was taking place (77).
Thig was encouraged by the state's employment policy with regard to the
Kuwaitis, and by the privileges that the state was able to offer the
employees in this sector. This meant that Kuwaiti workers ceased to have
an effective influence upon the national economy since they became mere
employees in the civil service sector with no effective power in the
productive sector. More dimportantly, the Labour Law denied foreign
workers the right to affiliate to the Kuwaiti trade union movement. This
has deprived the workers' movement in Kuwait of the substantial part of

its resources and narrowed its social base tC & great extent (78).

Finailv, beczilse Of their increasing inability to exercise influence, the
Kuwaiti wrade unicn organisations gradually became centres for the
political expression of the interests of the various political forces in
Kuvait. Iris, "indigencus wWorkers begun turninc their social clubs anad

trade urions into political associations"™ (7¢€). In cther words, the trade

struggle for workers' rights, & fhelnlmenlr WLRiCh 3

the 1lack of political expression in the society than o©of the unions'

consciousness of the need to combine daily eccnomic struggle with

-

pelitical
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1. Social Security Programme within an Qil State

One of the main repercussions of 0il wealth upon state economic policy in
a country 1like Kuwait is that it reduces to a minimum the need for an
effective, or even an ineffective, taxation policy. Therefore public
expenditure becomes a major means of realising the economic and social
objectives of the state. Moreover, given the fact that o0il accounts
directly and indirectly for almost all of state income, and that oil
revenues are primarily in the nature of a pure surplus or collective
economic rent involving minimum labour contribution, public expenditure
becomes the major means for the distribution of this surplus. This is
best described, metaphorically, by the motto: 'From oil according to its

rentability, to all according to their aspirations’'.

The proclaimed obijectives of public expenditure in Kuwait are summarised
as follows (1):
1- Economic and social development, including the improvement of per
capita income.
2— Diversification of the sources of income.
3- Support and development of Arab and international economic cooperatiomn.
It should be noted that:
"the welfare system Kuwait evolved during the last thirty years
has been far-reaching, costing by 1975 an estimated KD130 million
which represents about 20 per cent of total government expendi-
ture. The average cost per Kuwaiti citizen is approximately KD272
(over $960) per year, financed almost exclusively from government
0il revenues rather than from the usual scurces of taxation". (2)

The social security programme in Kuwait was considered one of the main

foundations for the construction of a modern society and a basic means of
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providing social justice (3). It is one of the chief spheres through
which commitment to the creation of a state welfare system is manifested.
Its introduction represents one aspect of state public expenditure and
state policy ;n distributing accumulated oil wealth by expanding the

social services available to the people.

The progranme is new to Kuwait. It was launched in late 1976, when The
Public Institution For Social Security (PIFSS) was established to
administer the funds accumulating under the programme which originated
from subsidies and deductions made from the wages and salaries of Kuwaiti
employees. It covers all Kuwaiti citizens in both the private and state
sectors. Benefits proposed include generous retirement pensions which may
be obtained at a comparatively early age. Other social security measures

were adopted and are expected to be adopted in the future.

Basically, the social security programme calls for the deduction of 5 per
cent from the monthly wages and salaries of Kuwaiti employees, and for
payment by employers of 10 per cent. In addition the government makes an
annual contribution of an amount equivalent to the amounts collected by
the Institution (4). Pensions and other security bpenefits are generally
high, ranging between £5 and 95 per cent of the beneficiary's last salary

while in service (5).

In fact, since the xid 2¢ole, ceveral decrees have been enacted which

included rules for granting retirement pensions and rewards to state

civil and military employees. They were: (6)

1- Employees and Retirement System cf 1855. 1t aimed at organising the
process of employment in state institutions, and setting rules for
granting them certain rights upon their retirement.

2—- mmiri Decree No.3 of 1960 Concerning Retirement Pensions and Rewards
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to Kuwaiti Civil Servants. An amendment and extension to the above. It
remained effective until 1977.

3- Law No.27 of 1961 Concerning Retirement Pensions and Rewards to
Kuwaiti Military Men.

4- Law No.4 of 1971 Concerning Retirement Pensions and Rewards to the

Prime Minister and the Ministers.

However, social security payments to retired employees have remained part
of the State Employment Law. It has not acquired independent status from
the <civil service department which assumed the task of estimating levels
of retirement salaries and rewards to state employees. It was not until
the enactment of the Social Security Law in September 1976 that due
concern was given to the creation of an independent body whose task is to

award social security payments to all Kuawiti citizens.

2. PIFSS: Preparation and Establishment Period: 1-10-76 / 1-10-77

2.1, Law of Establishment of the Social Security System

In September 1976 Law No. 61 was promulgated and approved by the Amir of
Kuwait (7). The provisions of the law were to cover Kuwaitis in the
service of an employer for whom insurance was to be mandatory and Insured

-

Kuwaitis refsevred to in Articlis 57 <F h

)

[{H

A fund for old age, disability, <cickness, and death insurance was to be
established for the bhenefit of these employed in the government sector,
and in the oil and private sectors {(8). A retirement pension ranging
between 65 and 95 per cent of the insured person's last salary was to be

payable upon termination of his/her service for any reasons other than
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disciplinary action (9).

According to the law, "a public institution shall be established with an
autonomous budget, and shall be called 'The Public Institution for Social
Security' and shall possess a legal entity and be subject to supervision
of the Minister (of Finance). The founding expenses of this Institution

shall be borne by the state" (10).

The Institution was to have a Board of Directors headed by the Minister
of Finance comprising the following members: (11)
1- The Director General of the Institution
2= A representative from each of:
a) The Ministry of Social Affairs and Labour.
b) The Civil Service Commission.
c) The Chamber of Commerce and Industry.
d) The General Confederation of Labour.
3— Three experts to be appointed by an Amiri decree, upon nomination of
the Minister, for a term of three years renewable for 3 subsequent

terms.

The main functions of the Board were to approve the budgaet estimates and
the final annual balance sheet, approve the general report on the
Institution's operations, propose laws, regulations and orders relating
to social insurance, and isslue ths dsciciong necessary for regulating

financial and administrative afrairs.
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2.2. Regulations, Decrees, and Resolutions

From the date of the publication of the above Amiri law until the 1st
October 1977, the Institution began to take shape. At this stage, efforts
were concentrated on establishing an administrative structure for the
Institution. Teams of highly qualified and specialised experts headed by
Kuwaiti nationals were formed to organise and supervise the creation of
this structure and were divided into following areas: administrative,
legal, financial, registration, pension, and computer. A list was drawn
up of the procedures and activities that should be taken in order to

complete the establishment of the Institution.

A committee was established in 1977 by the General Director charged with
the task of classifying the different groups that were covered by the
Social Security Law. Various decrees were passed concerning the
organisation of work, the Board of Directors, the Institution's

employees, and the establishment of official working days and hours, etc.

Other decress were published by the Minister of Finance specifying the
dates of recistration of the various groups covered by the Social

Security Insurance Law; provicding more zsliaporation and definitions of the

h

Law witl regard to conditions ¢f and ruxes icr the payment of grants in
the event of the death of an insured person or a pensioner; establishing

a board of appeal regulations governing grievances, cases of dismissal

for those employed in the private and oil sectors, etc. (13).

Within a relatively short period and with the help of advanced mechanical

and electronic equipment, and the cooperation of the Computer Department




in the Ministry of Planning, the Institution was able to accomplish the
tasks of collecting, compiling, and analysing the various data relating

to the effective eXecution and application of the social security law.

2.3. Introduction of Data Processing (Computer System)

From the outset, it was realised that the introduction of a&a data
processing computer system would dgreatly assist in supporting the
requirements of the social security system, and in achieving a degree of
efficiency in the performance of the functions of the Institution. Hence
there was a period of study and research to determine which computer
hardware vendor could best support the Institution in its development of
the Social Security System and which computer system was most suitable to

assist 1in the effective and efficient performance of the Institution's

functions. However, during this period and before it purchased its owuwn
computer, the Institution was allowed access to the computer system used
by the Ministry of Planning. An agreement was made pbetween the

Institution and the National Computer Certre in the Ministry toc set up a
data system for those covered by social security in order to estabpliceh

the exact monthly salary for each insured person.

The Institution signed a contract with @ consulting firm to undertake a
comprenensive study of & comgputer zystem that would suit the nature and

quality of its functions. The study produced guidelines for suitable

§

hardware and for the qualifica
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[
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training of the technical staff
(14). 1In 1277 a team from the Institution visited the U.K., Finland, and
Denmark to learn about the application of computer systems in the social

security systems of those countries (15).
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During this period the Institution issued a call for tender of a data
processing computer system addressed to all computer hardware vendors in
Kuwait in order to determine "which vendor, using his understanding of
the Social Security System to be implemented by the Institution, proposes
the computer hardware/system software combination that in the opinion of
the Institution, best meets its present and future needs™ (16). The
tender details contained a description of the system operation and its
data volume required, which would suit the various functions of the
social security data processing system, including pension payments,
accounting, function cost, budget, disbursement, investment, alphabetical

index, and actuarial (17).

Here one should stress that the main purpose of introducing the computer
system in the Institution was the desire to make the Institutution to
appear modern and equipped with the most advanced and efficient working
facilities rather than a desire to rationalise the labour force, the
usual reason for cffice computerisation in advanced capitalist countries.
In other words, emulating the form in which offices function in the
advanced capitalist countries was the Institution's main aim in
purchasing oi computer, and had little relation to actual need. Again, as
far as Kuwait was concerned, this was only made possible by the
availability of capital and the willingness tc spend part of this capital

on purchnasing the tecnnoicgy dssired.

m
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3. Executiom Period: 1-10-1977 Until the Presemt Time

3.1. Range of Activities

As a public body, the Institution's main purpose around which all its
activities are centred is to provide a social security system for Kuwait.
The system provides insurance against old age, disability, disease, work
injuries and death for personnel in the government, private and oil

sectors.

One can divide the activities of the Institution into two main sectors:
insurance affairs and investment. An immediate deduction of about b per
cent is taken from the salaries and wages of employed persons together
with a contribution from the employer (about 10 per cent of each employed
person's salary or wages). The amount received by the Institution is
added to the State's subsidies to form the wvarious funds of the
Institution. This is followed by a process of classification and
categorisation of the insured employees into various groups according to
age and duration of employment. The amounts of retirement pensions and
other ©benefits are calculated according‘to various criteria and. are paid
monthly to all those who stopped work for any of the reasons mentioned in

the Law.

[\N]

By 31-1i2-1%zZz, the number ¢f insured psrsons from the hiree sectors
registered in the Institution and covered by social security reached
64,827 (18). By the same date, the number »f persons who received retire-

ment pensions: reached 10,847 (:%). The latter figure increased to 30,038

by March 1986.

In financing its activities, the Institution depends to a great extent
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upon its investments which have generated some 13 per cent of its
revenues. In fact specialised departments were set up within the
Institution for the purpose of investing parts of the Institution's
capital in various economic and financial activities inside and outside
Kuwait (20). From 1977/78 +to 1981/82 the total investments of the
Institution increased from KD 44.329 million to 405.582 million while the
revenues from this investment increased from KD 1.25 million to 30.885
million (21). 1In the financial year 1985/86, the total revenues of the
Institution amounted to KD 386 million while its expenditures were 188.5
million. Revenues from its investments reached KD 81.5 million,

representing more than 21 per cent of the total revenues (22).

3.2. Administrative Organisation

Since coming into operation various changes have been introduced into the
administrative and organisational structure of the Institution. At its
top, there is a General Director, assisted by a Deputy Director for
Financial and Administrative Affairs. The General Director heads five
departments that were created to supervise and coordinate the work of the
institution's other offices and aepartments (see the diagram below).
There are:

1- Department of General Management.

2- Departmsnt of Inspécticn.

3- Department of Legal Affairs.

4— Office of Studies and Research.

5- Department of Investment Account.

By 1985 the number of employvees had increased to 511 as shown in the
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following table:

Table 4.1
Institution’s Employees and their Nationality
1977-1985(23)

Year Kuwaiti Non-Kuwaiti Total
1977 11 40 54
1978 33 62 94
1979 58 100 158
1980 82 117 199
1981 120 139 259
1882 129 152 281
1983 208 182 330
1984 227 197 419
1985 249 262 511

The number of departments increased rapidly, reaching 32 by 1985, each
specialised in performing one specific part of the Institution's
activities. Three main technical offices each with a task of overseeing
ana supervising the work of a number of departments were set up (see the

diagram below). These offices are:

1- Technical Office for Insirance A7

[N

=irs.

()]

2—- Technical Office for Investment Affairs.

3- Technical Office for Computer Service and Information.

These three 0ifices are supervisad by the Management Office, headed by
the General Director who is appointed by a decree from the Minister of

Finance.
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The bulk of the Institution's employees occupy positions in the
departments attached to the Technical Office for Insurance Affairs. The
following is a general description of these departments according to the
sequence of the process of providing social security to thée insured

employees in different sectors.
Department of Insurance Service:

This department is concerned mainly with providing a reply to various
inquiries that are made by the clients of the Institution. The number of
emplcyees in  this department was 52 (5 males only) in 1986. They are
classified into the following positions: Manager, Superintendents, Super-
visors, Insurance Researchers, Secretaries, and Receptionists. The
majority of employees work as insurance researchers whose task is to give
full details in response to inquiries from clients in all matters
relating to periods of service, retirement benefits, rewards, etc. Each
researcher works on a computer terminal to obtain the information

wanted.

This department is called the 'face of the Institution' and is considered
the mest important department because it deals directly with the public;
hence it should look highly modern. Emplcoyees are always ésked to perform
their Jjobs in & perfiect manner ana are watched by the manager and the
superintendent through a glass window. Cameras are fixed in different
sites in this department, transmitting a view of the work to the General
Director in order to ensure that the employees are always at their desks.
This, in fact, reflects more the point mentioned earlier that it is felt

to be of great importance that the Institution should appear to Dbe




modern, and that this concern for appearances was one of the main reasons

behind the introduction of the computer.
2- Department of Registration:

The role of this department is to: a) register the various forms,
documents, statements, letters, etc. which come in or go out of the
Institution, b) keep records of all files of employees and employers
covered by the social security law, ) supply the other departments with
the files of the persons registered, d) enter all basic information about
the persons registered in the terminals such as period of service,

salary, social status, etc. (24)

In 1986, the numpber of employees in this department was 45 (20 males).
They are divided into different groups each with a different sort of job.
Some of them work only on the computer terminals while others perform
manual work. As in the above department, each group is headed by =2

supefvisor whose task is identical to his counterparts there. Among the
employees of this department, there are 9 employees who work in the

archive. Their jobs are to supply the other departments with the files of

the insured persons.
Pepartment of Pension Affairs:

This deparinent igc concerred with tre payment <f pensiocons and rewards to
retired persons and othner beneficiaries. It employs a total of 20 persons
(1 femeale). Their jobs are divided into three sorts of procedures: a)
checking the information on the insured person's file in order to  make
sure that he/she deserves pension benefits or not, b) authorising the
payments of pension and rewards benefits, using the computer terminals,

c) rechecking the procedures that have been carried out, and making sure
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that they are listed in the status report of the insured persons. The
employees in this department are grouped according to these types of

jobs.

Other departments have a similar division of tasks to that of the above
three departments, but differ in the nature of their jobs, each according

to its role and specialisation in the Institution.

3.3. Status of Employees: Ranks,Qualifications,Salaries,Privileges

It should be stressed that the PIFSS is one of the 1largest public
emplpyers after the government ministries in Kuwait. We saw that in 1985
there were 511 employees occupying various'positions in the Institution
ranging from porters and researchers to General Director. Thus there is a
specialised department that deals with the wvarious affairs of the
Institution's employees such as salaries, promotion, vacations,
scheolarships, and other problems. In 1983, the Technical Office of
Computer Service and Information provided a special file system concerned

only with the employees of the Institution.
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Table 4.2
Administrative Ranks of Employees 1985 (25)

1- Administrative Staff

a) Managers 28
b) Superintendents 15
c) Middle Grade 301

2—- Technical staff =

a) Managers 4
b) Superintendents 3
c) Middle Grade 81
3- Legal Cadres =*=x 7
4— Lower Grade Employees 72
Total 511

x The Technical Staff are those who work as operators in the Computer
Dept.

* Among the legal cadres there were 2 managers

A

A  random survey of 333 employees, divided into 193 (58%) males and 144
femalecs inciuding all ranks and positions, shows that their educatioral

qualificaticns are as follows:
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Table 4.3
Employees' Educational Status

Education Number %

Illiterate 12 3.6
Primary 12 3.6
Intermediate 15 4.5
Secondary 57 17.1
Institute 61 18.3
University 175 52.6
No Answer 1 0.3
Total 333 100.0

The above table shows that more than half of the employees in the
Institution has a university degree. Here it is important to point out
that the Institution is used Dy the government as a means of employing
the relatively large number of university gradvates and of absorbing
them, often in Jjobs which have little relation to their university
specialisation. In fact, this i 2T an insignificant concern especially
given that there were 1,665 graduates from Kuwaiti university in 1980/81,
as well as the cgracduates from anond the 2,232 FHuwaitis studying at

universities abroad (26). This is

in thne ccntext of

i

the Kuwaiti population, 1.3 million, of whome only 565,613 were Kuwaiti

nationals (27).

The following table compares the level of educaticn and the nationality
of the same 3233 employees, o©f wnom only 266 have responded to the

questions relating to this information.




Table 4.4
Education and Nationality of the Employees

Education Kuwaiti % Arab % Foreigner % Total %

Illiterate - - 10 83.3 2 16.7 12 4.5
Primary 2 18.2 9 81.8 - ———= 11 4.1
Intermediary 3 21.4 9 64.3 2 14.3 14 5.3
Secondary 8 16.7 37 77.1 3 6.4 48 18.0
Institute 30 68.2 12 27.3 2 4.5 44 16.5
University 88 63.2 46 33.6 3 2.2 137 51.5
Total 131 49.3 123 45.2 12 4.6 266 100.0

The above table gives a clear indication of the fact that, while
constituting only 49.3 of the total employees in the Institution, the
Kuwaiti nationals occupy more than 68 per cent of the jobs which need an
educational qualification higher than secondary school. This means that,
as stressed above, employment in the Institution is used by the goverrn-
ment as a means of absorbing Kuwaitis with nigher education. In fact, it
should again be stressed that for cosmetic and publicity reasons, the
gualifications reaquired by the Institution from the middle rank Kuwaiti

empioyess  2re Nizher than what is demanded oy

jobs. Hence, tasks
which are normally carried out by clerical staff with relatively low
qualifications in advanced capitalist countries are given to the holders

of the highest qualifications in Kuwait.

On the other hand, employees from other Arab countries, particularly from

Palestine, Egypt, and Yemen, while constituting 46.2 per cent of the




total employees surveyed, occupy 76.5 per cent of the jobs which need
only lower educational qualifications (Secondary and below). As for the
foreigners, one can notice that they are more or less equally distributed
over all the levels of education, including the illiterate. This reflects
the fact that Dbesides those who occupy higher administrative and
technical positions, there are workers mainly from South East Asia who

perform some menial jobs.

With regard to salaries, the Institution's employees, excluding those in
the lowest ranks (porters,etc.), are divided into nine grades. The first
and highest receives an average monthly salary of between KD 985 and
1,125 depending con duration of service, marital status, and nationality
(Kuwaiti or non Kuwaiti). The ninth grade receives a monthly salary
between KD 281 and 376, depending on the same criteria (28). On average,

an employee receives a monthly salary of KD 692.

The gap Dbetween the maximum and minimum levels of salaries within each
grade is due to annual, work, and social allowances. Each employee is
entitled to an annual increase of about KD 10 in his/her salary.
Promotion to the next higher grade is made once every five yeare usually
by oraér zrom the General Director who can pcstpone such promc:ticrn. Work
allowances are granted to each employee as a percentage o¢f his/her

riginal salary. Thev range from 60% (XD 343) fcr the first grade o

N

o0

5

it

(¥D 41.250) for the ninth grade. Marriage alilowiences are granted i«

o
Jt
Jout

married Kuwaiti and non-Kuwaiti employees. The former receive between KD

115 and 125, depending on their grade, and the latter receive between KD

[Sy}

55 and 65. Sincle Kuwaitis receive ar allowanZs amounting to KD = for

all the grades (29).

The Institution's employees enjoy the right of loans from their employer.
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The amount of the loan is decided by the General Director and varies
according to the nationality of the employee and the duration of his/her
service in the Institution (30). Loans are given in certain circumstances
such as marriage, receiving medical care outside Kuwait, purchasing a car
or house furniture, etc., Dbut the General Director can consider other
conditions as qualifying for the 1loan. The loan is paid back by
deductions from the employee's monthly salary. The amounts of the
deductions are determined according to the conditions under which the

loan is granted.

The Institution undertakes the task of providing furnished accommodation
for certain ranks of its employees, especially those who are defined as
experts, consultants, and assistant consultants or those who have
contracts stating that they are entitled to furnished housing. The
Institution also provides unfurnished accommodation or no more than 50
per cent of the monthly rent to its employees who supply it with legal

procf stating that the applicant does not own his/her accommodat:crn (321).

Finally, the Institution gives, by an order from the Genrneral Uirector,
its university graduate employees who have spent at least cone year in the
service the opportunity to pursue their higher studies, whether inside or

outside Xuwait. The Institution covers all or part of the costs of

()}
Ch

ducatiorn, Arn: tre  ¥years spent in study are regarded as par: of the

employee's term of service (32).




3.4. Computer Service and Information
3.4.1 Stages of the Use of the Computer System

We saw that at the beginning, the Institution was using the Computer
system available in the Ministry of Planning for executing some of its
functions. However, it had already been decided that the Institution
should carry out its operations with the help of a computer system of its
own. The call for tenders resulted in the signing of a contract in 1878
with a company called Electronic Data Processing which carried out all
the preliminary studies to supply the Institution with a comprehensive
package of programmes and equipment through which the operations could be
executed. The use of the computer system has passed through the following

four phases (33):

1- Phase One: After the conclusion of these studies, the first phase of
the use of the computer in the Institution began on 1-1-1979 and 1lasted
until 1-1-1980. During this stage all the processes of study, design, and
execution that introduced the computer system into the Institution wers

completed.

2—- Phase Two: (1-i-1980 to 15-9-1981). During this phase the following

ferring all manual forms and statemsnis int¢ the main systen.

48]
[te]

- qran

- Using the computer to enrol insured persons in a gradual way, Staftihg
with the government, private, and oil sectors.

- Executing the 1881 increase in pensicn benefits by computer.

~ Using computer operations for the first time to include those employed

by the army.
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- Introducing all the amendments enacted after the establishment of the

Institution.

Phase Three (15-9-1981 to 15-6-1983):

- Implementing the increases in pension benefits for the years 1982 and
1983 by computer.

- Implementing for the first time chapter five of the security law which
concerns those who work in their own business.

- Implementing the system of employees' affairs.

4~ Phase Four (15-6-1983 Until Now):

- Executing Order No.7 1983 concerning payments to and deductions from
pension benefits.

~ Completing all the necessary expansion of the main file system.

- Extending computer operations to include all the investment

departments.

The following table reveals the development phases in the use of the

operating system, and the expancsion in the hardware/software systen: in

each ¢of the apove phases:
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3.4.2., The Technical Office of Computer Service and Information

The basic task of this Office is to follow the operations of the computer
system in the Institution and to introduce the necessary modifications in
its functions in order to provide all the Institution's departments and
offices with efficient services. It supervises the functions of the

following departments:

1- Studies and Evaluation Department:
Undertakes studies and research proposed for the systems, and evaluates the

execution of the various changes applied to them.

2— Systems Department:

Designs, prepares, and applies the new systems; follows up the operation
processes; and introduces the necessary changes in them. This department
runs certain training courses for newly graduated computer engineers in

order tc familiarise them with the Institution's systems and operatiors.

3~ Information Department:
Provides nigher management with all the necessary infornation and

statements for the purpose of issuing the various orderc.

4— Data Centre Department:
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computer eguipment.

- Studies the effects of the systems and their changes on the operation.

5- Technical Development Department:
- Estimates the needs of the Institution for new hardware/software

systems, and proposes the most suitable ones.
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- Conducts comparative studies with other Institutions with similar
functions in order to arrive at the most efficient system of operation.
- Provides technical advice in all matters relating to the Institution's

needs for haraware/software systems.

6~ Training Department:
- Draws up levels of training needed for some sections of the
Institution's employees.

- Prepares training programmes and courses for employees.
3.4.3. Computer Systems in Social Security Affairs

By the end of 1985, cémputer operations covered almost all the functions
of the Institution. These included social security affairs, financial
affairs, investment, employees affairs, and financial and statistical
charts (34). Within social security affairs, for example, computer
operations covered all matters relating to matters of registration,

contribution and deduction, insurance rights, indexing, etc. The

Cn

following is

£

general description of the various computer systems used

in the functions of the departments of insurance affairs according to th

m

ot

sequence foilowed for these functions.

1- Registration System:

This system enables the Institution's employees to keep as much. detailed
information as possible apout all iunsured persons and their employers
(35). The object of the system is to check and follow’ up all the
information in order to make an account statement of the insured persons!
rights and duties. This system performs the following functions:

- Enrolling all insured persons and their private employers.
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- Amending information about these in the case of changes in workplace,
salaries, etc.
- Recording the termination of insured persons' service.

- Providing answers to various inquiries.

2~- Insurance Rights System:

The aim of this system is to follow and comply with all the orders and
decrees concerning social security rights and duties of insured persons.
It also provides accounts of payments to all the beneficiaries of social
security. Therefore, this system keeps all the files of those insured and
their beneficiaries, and inserts the changes that may occur in their

status.

3- Contributions System:

This system was designed for the purpose of obtaining all the various
contributions and deductions freom the salaries and wages of the insured
persons. It provides the information that is needed in cases where
benefits are paid to the beneficiaries. The most important functions of
this system are:

- Keeping detailed and exact information about the COntriLutioné in order

to ease the process of answering inquiries.

rinc and re—-checking the information in a speedy and

[

fficient way.

~—amr oy
Sizal oz
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persons and the Institution by sending monthly account statements to

their employers.

4—- Alphabetical Index System:
The c¢bject of this system i1s to enable the empioyees concerneéd to

determine any individual's insurance number from the name of the insured
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person. It gives the Institution the capacity to find all the necessary

information from the computer terminals.

Finally, other systems deal with various specific functions of the
Institution. There is, for example, & system concerned only with the
affairs of the Institution's employees. This provides the Institution
with a detailed file on each of its employees, thus enabling higher
management to have detailed information about their performance and
productivity. It also helps the departments concerned in preparing all
details relating to salaries, allowances, promotion, etc. in an efficient
and speedy manner {36). This system enables the Institution to restrict
the use of the computer system to those who are allowed access to it. 1In
other words, an employee in a certain department has no access to the use
of the computer system in other departments, guaranteeing privacy and

secrecy.

3.4.4. Daily Working Cycle
The daily working cycle passes through the following stages:

Phase One: On-Line Data Collection:

Thie work starts at the beginning of official working hours by meeting

clienTs and recsiving forms and statements from various Dbodies. During

nase the fCLLoWing L2skRe are zarried out:

- Answering clients' inquiries by obtaining alli the information from the
terminals using the alphabetical iﬁdex and immediate inquiries systems.

- Carrying out all the opérations througn the use ¢f terminals.
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Phase Two: Production Batch Cycle:

This phase starts after the end of official working time and
following tasks are executed:
- Executing all the operations introduced into the main files

inserting all the information obtained during the first phase.
- Producing all accounts and reports of the daily production cycle to
checked on the following day by the specialised departments.
Phase Three:
After the termination of the daily production cycle,
are carried out:
Transferring the main files produced by the daily production cycle
the On-Line files in order to be ready to answer various inquiries
introduce any changes the following day.
Distributing all accounts and reports to the various departments to

ready for checking by specialised employees.

e
PERE

BR11 the statements used in the previous day are Rept

In a case of any mistake being observed, it is traced to its cause

checking the mistakes index in the manual of the system's users.

mistake is correctea and information is re-inserted into the system.
Rccording to a statement published by the PIFSS irn 1985 (37),
followins  arse the nost impiriarnt advantages obtained from the uvsze of

computer in the Institution:

Providing an easy and immediate service for the pubiic.
Providing the senior administration with the necessary
t0 make strategic and political decisions.
Accuracy in the perfofmance 5f functions.
Raising the

level of work performance in all departments useing
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computer systems, and reducing manual work to the minimum.

- Producing all accounts and statements of payments and deductions
emanating from various public bodies.

- Providing all the necessary information in an easy and speedy way..

- Guaranteeing privacy and safety of information by limiting the number
of employees who have access to it.

- Providing accurate financial information and statistics that can be
relied upon.

- Facilitating good surveillance and accountability of employees and

ensuring the accuracy of statistics.
3.4.5 Status of the Computer Operators

We saw that the Technical Office of Computer Service and Information and
its various departments employed about 90 personnel in 1986. The majority
of these employees specialise in computer operations and programming.
However, most of them are required to perform some routine tasks which
ha:dly relate to their original qualifications. This reflects the fact
that the essential knowledge of the functions of the computer are
retained bhv the supplving.company and that the spread of such knowledge
even among the most highly wqualified Kuwaiti technical cadrés is

insignificant.

In a survey of 595 emplcyees &rf this Cffice in 1556, the f{foliowing

information was obtained:
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Table 4.6
Computer Employees According to Nationality

Nationality Number %

Kuwaiti 19 32.2
Arab 26 44.1
Foreigner 4 6.8
No Response 10 16.9
Total 59 100.0

The table above shows that the majority of the computer operators are
non-Kuwaiti employees. Their percentage will in fact increase to 61.3 of
the .total employees in this Office if those who did not respond to this
gquestion are excluded. Among the foreign employees, there were ’two
British personnel occupying the positions of manager of the computer
operation and superintendent in the Systems department. One should
mention that the above survey did not include the foreign consultants who
are employed by their -.companies to supervise the computer operation in

the Institution because they are net employed directly by the

i

Institution.

operators are as follows:
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Table 4.7
Level Of Educatiaon

Education Number %

Secondary 12 20.3
Institute 7 11.9
University 40 67.8
Total 59 100.0

However, when asked about whether their educational qualifications
corresponded to the nature of their jobs in the Institution, only 20
showed & positive response, Wwhile the rest declined to answer this
question raising doubts about its relevance to their case. This may be
explained, if one takes into account the personal contacts that we have
made with some operators during our work in the Institution, by the fact
that the majority of those who did not answer this question see no direct
relation petweer their qualifications and training and their actual work.
Again, most of the computer operators are assigned to administrative and
routine joke which do not correspond to their educational qualifications.
This ailec means that the technical aspects relating to nmastering and
controliing the computer operations remains in the hands of the foreign

company who remain in a posicion of

operaticn ¢f the computer.

Out of the above 59 employees, 45 went through various training cocurses

in the Institution on the use of the computer andé it

0)}

systems. The
majority of the trainees spent SixX months On these courses as 1S Shown in

the following tabie:
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Table 4.8
Periods of Training of Computer Operators

Period Number %
Less than 1 month 9 20.0
1 to 3 months 7 15.6
3 to 6 months 18 40.0
12 months and over 11 24.4
Total 45 100.0

These training programmes provided the computer operators with more than
15 different courses relating to the use of the various systems and their
application to the functions of the Institution's departments. These
courses included training on programming, computer language (Cobeol),
systems analysis, etc. There were also 5 computer operators who were

granted scholarships to undertake more training outside the Instatution,

Three of them had this training outside Kuwait.
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CHAPTER FIVE

PMPLOYEES > WORKING OUNDITIONS

(The Department of Insuramce Service as a Case Study)
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The previous chapter gave a general description of the Institution's main
functions with special emphasis on its administrative structure and the
role of the computer system. 1In this chapter we will 100k at the problem
of employees' working conditions seen from the point of view of the
employees 1in the departments of the Office of Insurance Affairs in

general, and the Department of Insurance Services in particular.

We will examine working conditions against the background of the
educational gualifications and training of the employees. These
conditions include the type of work and the influence of the computer
systems upon its nature and guality, together with the daily relations
among the employees tnemselves and between them and higher management. We
will place special emphasis uporn the question of the relationship between
the nature of the job and thes original qualification of the employee in
order to establish the real effects of computer use on the employee's
performance ané understanding of nis job. Finally, we will also describe
other conditions with regard -¢ salaries, allowances, and promotion. We
will Dbase our analysiz ¢n & szurvey made in 1986 of 333 employees in the
Institution, with special reference to 130 employees who belcong to the
departments co¢f the Cifice of Insurance Affaire and 39 employees in  the

Tepartmant of Insurance Serviczss.




1. Gemeral Deséription

The Office for Insurance Affairs employs the majority of the
Institution's employees. It was created to supervise and coordinate the
functions of eight departments that deal with the bulk of the tasks
relating to the processes of implementing the Social Security Law and
providing trained employees who can handle all matters related to it.

(see the diagram in chapter 4).

These processes include enrolling and classifying all those covered by
the Social Security Law into various groups; meeting the clients and
answering their inquiries while adding various information to their

files; decaling with the <calculation of deductions, pension and

beneficiary benefits, payments etc.; and providing courses to train

c

employees in the jobs that they are required tce perform and in the use of

the computer in executing these jcbDs.

The total number of employees in the departments of this office was 182,
of whom 102 are females (plus five employees in the Office itself, three

managsrs anrd tuws secretaries). According to the positions they occupy,

the employees are ranked 2s folilows:




Table 5.1
Ranks of Employees in the Departments of Insurance Affairs

Administrative Rank Males Females Total
Managers 7 4 11
Superintendents 4 2 6
Middle Grade 72 98 170
Total 83 104 187

Within the last category, the employées are ranked according to the jbbs
they perform in each of the eight departments. They include insurance,
administrative, 1egéi and statistical researchers, accountants, recep-
tionists, secretaries, etc.. The researchers, for example, are mainly
university graduates and are usually assigned to their various tasks not
according to their individual gqualifications, Dbut primarily because the
Institution needs to fill yacart parts in certain departments. Certain
departments, such as the Department bf Insurahce Services, always insist
that the post of researcher be occupie@ by & -university graduate; This is
not because the nature of the'taské‘in this department féquife‘ highly
qualified empioyees, Dbut mainly because, as mentioned in the previous
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nd since one -Of
the InsTatTuiildn’s @&Ein Ionosrns iz 1o pressnt o othe public a modern
image, university graduatesg ars rscruited to deal with the clients. 1In
addiction, the 1large number oI graduates in Kuwait means that it. is
important that  the Institiuzizr ghould piay & role in the absorption of
some of them. £t the same tims, other departments, such as the

Registration Department, do not have similar requirements for the sane
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post, as is shown in the figures below.

The following table gibes the level of education for a sample 130

e

emnployees taken from the eight depariments.

Table 5.2
Educational Qualification

Education Number %
Intermediate 5 3.9
Secondary 20 15.4
Institute 31 23.8
University 74 56.9
Total 130 100.0

The university and institute graduates generally hold dedgrees in the
social sciences, with special emphasis on subjects such as sociology,
administration, ecocnomics, etc. However, apart frem the requirement of
being & univers:ity graduate in cne I the above subjects, there are’ no
detailed specifications as to the precise nature of the specialisation

required from those recruited empiovees.

The follcow.:z table compares the _evel of education in the two biggest

departmenze oI the Technical Officeg I Lrzurance Lifairs. Cne can  sese
that, shiile the tasks in both departments are [ore ¢r ress identical and

complementary to each other, at least in terms of dealing with aspecis of
implementing social security, they differ widely in the level of
education of their employees. In fact the majcrit
Depariment of Registration reguairse more effort and deal more with

inserting information in the computier terminals than do those in the




Department of Insurance Service. Nevertheless, Dbecause the employees in
the 1latter department deal directly with the public, it 1is preferable
that they should have university degree, thus enhancing the modern image
of the Institution.

Table 5.3

Comparison Between Two Departments in the Qualification
of their Employees

Insurance Service Dept. Registratjion Dept.
Education Number % Number %
Intermediate 3 8.3 2 6.1
Secondary 3 8.3 10 30.3
Institute - 0.0 20 60.6
University 30 83.4 1 3.0
Total 36 100.0 33 180.0

Thus one can see that whereas 83.4 per cent of the employees in the
Department of Insurance Service are university graduates, only 3 per cent
of the employees in the Department of Registration have such
qualifications. This can only be ekplained Dy the fac: that since the
Depértment of Insurance Service'deals directly with the public, it is
recuired more than any other department to give = better izage ¢f the
InstitutTion to ths eyes of the pubiic. Therefore, tco have the majority of
its employees as university graduates is very important not because of.

the actual nature and gquality of their tasks but essentially toe provide

the Imstituticn with good publiicicy. The sams explznaticon oould be given
for the fact that the majority of the employses in tlric denartment are
females.




However, the only importance of the original qualifications lies in the
ranking of the employees into the nine salary grades. For example, the
university graduates after being hired are immediately assigned to the
sixth grade, whereas those who nave institute or secondary school
degrees, despite their Dbeing given jobs identical to those of the
university graduates, are usually ranked in lower salary grades (seventh
to ninth). In other words, employees of different qualifications are
placed in the same jobs but differ in their grades of salary (1). This
means that in the recruitment of its employees, the Institution is not
concerned with the nature of their specialisation and qualification since
the jobs which they fill do not relate to their qualifications. Thus for
the emPloYees, the main importance of a university dedgree lies in the

fact that it is a means for them to receive higher incomes.
2. Training of Employeces

Before assuming their jobs, employees are required to undertake certain
courses oOf training relating to the general functicns of the Institution,
and particularly to the nature of tasks they will perform. 1In this
section we will discuss the training of employees in the departments of

the Techhical_Office for Insurance Affairs.

providing ccurses and programmes
for newly recruited employees and preparing lessons and lectures on new
measures, regulations, and orders concerning the implementation and

extensiorn ¢f the Sccizl Security Law. Sometimes after conducting randen

i

tests and examinations oOf the employss:s in suUbjects related to  the

implementation of the Law (2), the managers of some departments decide
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that their employees require courses in certain subjects and inform the
Training Office about this. The latter then prepares the necessary
programmes whose length depend on the recommendations of the employees'

manager.

In the beginning, the Training Office was created primarily to provide
training for employees in the Department of Insurance Service. At the end
of 1983, its role was extended to include other employees in other
departments. The Office depends on long serving employees to act as
instructors on the various subjects relating to the functions of the

Institution.

various courses in theory and in practice are prepared. The theory
concerns all the Parts and Articles of the Social Security Law. It is
usually taught for three months to all beginners and for between one week
and four weeks for thoseAemployees who are found, through random tests,
to be in need of such courses. On the other hand, the practical courses

how their own departments

iy

provide beginners with some experience o
(together with that of the other departments which belong to the same
G 3

Technical Office) should handle different tasks and procedures.

For example, Dbefore assuming their jobs, the emplovecec in the Departnent

of Insurance Affairs must learn how the functione are terformed in each

th
t

< che departmente that fexong Zo the Gfifice of

spernding at least one week in each of these departments. Then the
employee will spend a period of two to four weeks in the Department of
Incurance Service, receiving practical training on his or her future

ng the use of computer terminals, befcrs pecoming a fully

tasks, includ
fledged employee. In both caseg, training is carried cut Dy the employees

in each department. This means that a tctal of three te four months is
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spent merely in preparing employees before assigning them their Jjobs.

Out of 323 employees in the Institution surveyed in 1986, only 163 (51.4
per cent) of them had undertaken various courses of training before their
employment. The reason for this is that many of them were employed before
the generalisation of the training courses in 1983 to include all new
employees. In addition, this survey includes the managers, superinten-
dents, supervisors, and employees in the lower grades, all of whom were

not required to enter in the training courses.

Hgweyer, since 1983 training has become compulsory in almost all the

e

depaittments of the Institution. For examplé, in the Department of
Insurance Service -all the employees (insurance researchers) except the

receptionistg, or 31 out of 36 surveyed employees, have entered training
courses. The periods of training vary accordéing to the type of tasks and
. .

funépions that will be assigned to the employees. The fcoliowing table

a3

reveals the length of training periods fcr the emplcyees in  this

department.

Table 5.4
Training Periods / Department of Insurance Service

Period Number of Emplovees’

Tne Month z £.4

Tnrsae HconIns 15 £Z.G
Four Months 16 51.6
Total 31 100.0

When some enployees were asked if they were still in need of more

Hy

training, 174 out of 24Z employees answered in the affirmative, implying
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that their previous qualifications were not relevant to their actual
jobs. This means that only after undertaking specially designed courses
of training do they become familiar with the tasks assigned to them. in
fact, the only use of their original qualifications is in satisfying the
desire to have the Institution staffed with university graduates without
any consideration of the nature of their qualifications or of whether
they are relevant to the nature of the Institution's functions. Together
with the introduction of the computer, this is all part of the desire to
create an image of a modern and efficient Institution in the eyes of the

public.

62 per cent of those who think that they still need some training
explained that their daily tasks were new to them and that they were not
familiar with the new regulations and orders. Moreover, when asked about
whether they were aware in édvance of the nature and type of their jobs
in the Institution before being appointed, 120 employees out of 333
admitted that, in their early days as employees, they did not have any

idea about the jobs assigned to them.

3. Nature of Jobs im the Departmemt of Insuramce Service

With a few exceptions, the employees in the departments of the Technical
Office of Insurance Affairs are all assigned to the same types of tasks
and jobs. The following is a general description of work performed by the

employees in the Department of Insurance Service:
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Table 5.5
Administrative Ranks in the Department of Insurance Affairs

Rank Number %
Manager 1 1.9
Superintendent 1 1.9
Supervisor 4 7.7
Insurance Researcher 39 75.0
Secretary 2 3.8
Receptionist 5 9.7
Totél 52 100.0

For most of the year work starts at 7.30 a.m and ends at 1.30 p.m. Each
of the insurance researchers is required to perform a multiplicity of
tasks (see the table below) which necessitates face to face interviews
with the insured persons or beneficiaries. These tasks (which will be
referred to as procedures) constitute the adtual functions of the
Department of Insurance Affairs. They relate to all matters concerning
the wvarious enquiriés" from clients and the implementétion of all the

provisions'of the social secursity law. These include the following:

- Pension Procedure: Receiving a pension application form together with
other documents from the client which support that he/she is entitled
to a pension. After asking for the client's file from the Archives
Office (Department of Registration), the employee then fills in a
Pension Application Form with information taken from the client's
documents and sends it back to the Registration Department. The latter

inserts all the information in the terminal for the other departments
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concerned with authorisinhg the payment of the pension.

Other tasks include reward procedures, responding to various inquiries
relating to payments, deduction, and cheques (each of these responses is
regarded as a procedure), changing the client's bank, adding previous
working years to the service period (3), death procedure, issuing certain
certificates,' and other procedures. All these tasks involve identical

methods to that explained in the Pension Procedure.

The role of the receptionists is to organise the division of the Clients
by giving each of them a certain number. Each number then is given to an
employee who then meets the particular client. After tﬁe completion of
* each procedure, the émployee is required to write the type of procedure
completed-on a specialrform and the length of time taken to complete it.
It should be mentioned that the tasks of the employees are not limited to
these procedures since issuing decrees and orders that complement the
application of social security is a regular process. Thus, with each new
decree, the employees of this Department are assigned additional tasks

that are needed for the implementation of the new deecrees and orders.

The employees are divided into four groups, each group hééﬂed by a
superviéor. The latter's task is to coordinate the procedure;‘aséigned to
each researcher, and collect the results of the work perforhance. At the
end of each month, the Department publiishes the results achieved that
include each employee's performance with special praise for those
employees who have achieved the best performance. The following table
shows a model of the monthly statement on the number of procedures

carried out by seven employees in the Department.
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Table 5.6
Monthly Statement on the Number of Procedures Carried Out in the
Department Of Insurance Service 1-11-1982 / 30-11-1982

Employees

Procedure 1 2 3 4 5 6 7 Total Average
time m.=

Pension 25 29 27 39 27 14 32 193 22.65h
Reward 3 12 8 8 13 (5} 5 55 19.65
Eng.about
Pension 37 50 34 69 53 146 35 424 12.82
Change of
Bank 3 2 7 12 26 4 4 58 7.36
Service
Comb. 42 47 43 98 37 43 46 355 16.10
Loan
Deduction 114 154 74 203 141 119 105 910 9.63
Eng. about
Cheque - 7 2 11 29 4 - 53 14.97
Death Pro. 9 11 10 7 6 10 1 54 20.11
Advance
Payment 2 2 - 1 1 2 1 9 11.58
Eng. about
Payment 22 103 5 20 18 5 21 194 12.85
Stoppage of
Payment
to the
Benef. 1 1 1 5 2 3 3 17 15.58
Issuing
Pension
Certificate 38 3 2 8 5 6 3 65 2.88
Issuing Beneft.
Certificate 2 o 1 4 z 1 2 12 12.85
Enrolling those
included in Part
5 of the
Law (4) - 2 - 1 1 - 2 16 16.80
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Table 6/cont.

Other Pro. 36 20 10 138 75 13 13 305 12.70

Total No. of
Clients 334 451 232 624 437 376 273 2727

rJ

Percent 12. 16.5 8.5 23.0 16.0 13.8 10.0 100

* This is the average time in minutes required to perform each of the
tasks for the whole Department, not just for the seven employees in
this table.

Copies of similar statements are distributed every month to all employees
in the Department. According to the above statement, employeeinumber 4
will be praised for her work and that the rest of the employees urged to
follow in her foot steps. Such performance, if repeated more times, may
help this particular employee to be considered for promotion by senior
management, and aid in reducing the period required for the increase in

the annual allcwance.

The statement also shows the nature and range of tasks assigned to the
employees in the Department. These tasks are supposed to be carried out
by all the employees, none of whom is restricetd to the performance of a
limited number of tasks. Publishing such statements and comparing the
performance <f the emplovees with each other in the_ Department usually
creates a competitive spirit among them and provides them with incentives
to work harder. However, since 1985 the department changed the shape of
the above gtatement into one that centains a list of the employees names
together with the number of the total procedures accomplished by each
employee during one month. The names of the employees are listed in

accordance with the number of procedures accomplished. Thus in the case
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of employee number 4 in the above table, she will see her name at the top
of the list followed by the employees who achieved less procedures.
Table 5.7

Total of Procedures Achieved in one Honth by Four of the
Department's Employees

Rank Name Total Number of Proc. Average per Day
1 —-———- 440 17
2 - 431 17
3 - . 31% 12
4 ——— 212 11

The essential role of computer terminals in the employees' performance is
to ease the flow of tasks and to reduce to a minimum the need for
contacts among the employees themselves, inside and outside each depart-
ment, and Dbetween them and their managers. Of course, the computer
contributes greatly to the smooth running of the Institution's functions.
Many tasks which require a great deal of time and those which can be
sources for administrative delays and confusions are performed in an eacu
and efficient manner with the help of the computer. Clients' ingquiries
and other procedures are carried out in a relatively short time thanks to

the ease and speed with which informaticrn s obtained and recorded.

After obtaining the client's insurance number or name, the employees are
able to produce all the information that the Institution has recorded
about him. They are alsc able to inform the client about his status and
whether or not he is entitled to claim the benefits that he is enquiring

about. When the work of the Department is at its peak, especially after




issuing further extensions to the Social Security Law to cover more
people or to bring more benefits, the employees become, as one of them
commented, more 1like computer operators than employees dealing with the
application of Social Security (5). If this occurs regularly, the
employee and her terminal become inseparable. Therefore, it is often the
case that the performance of the task becomes a routine matter and the

employee's job very repetitive.

The computer also provides the means for higher management to control the
flow of tasks and processes. Each employee has his/her own identifier
when operating a computer terminal. The procedures executed are recorded
by the computer together with the identifier of each employee. The
employees are supplied on the following day with a list, called a Status
Report produced by the main system, containing every single procedure
carried out during the previous day together with the name of the
executing employee. To this list is added the manual work, i.e. paper
work, to produce a general sheet about the number of executed procedures
by each employee similar that provided in the table above. Besides
presenting senior management with an overall picture c¢f work performance
in each of the Institution's departments, this 1list enables the
Departments concerned to discover any mistake committed by any employee
together with the name of the employee concerned. In other words, the

computer acts as a supervisor and examiner of the whole work routine.

Nevertheless, despite the facilities for work control available to
management which are made possible by the use of the computer, relations
between the employees and their managers remain more or less direct. 1In
other words, aspects of daily work control are still practised by the

managers, superintendents, and supervisors (6) themselves and computer
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systems are rarely used in these matters. The supervisors assign the
tasks to their employees and report to the superintendent who in his turn

reports to the managers about the performance of each employee.

This may be explained by the fact that the intensity of work in the
Institution 1is not very high while the tasks assigned to each employee
are not connected to other tasks of other employees. The latter case
makes it difficult to impose control by the computer since each
employee's task is not a part of a series of other tasks. Moreover, as we
saw in the previous chapter, cameras are fixed in some departments,
particularly where large numbers of employees are concentrated, transmit-
ting pictures of the employees' wWork to senior management and to the
General Director. Through these pictures they can observe the way in
which tasks are accomplished, enabling them to issue orders directing the

employees on how work should be carried out.

In contrast, the departments' functions do depend on one another. For
example, the Department of Pension Affairs is unable to carry out its
tasks without the Department of Registration having recorded all the
necessary information and introduced the changes in the status of the
insured persons. In cases of delay, the manager of tne former department
informs the manager of the latter about the need to complete some
procedures 50 that the employees in his department can proceed with their
work (7). Thus the manager assigns various tasks to the employees through
the supervisors who oversee the level of performance of the employees in

their respective departments.

Moreover, there is the role of the superintendent who deputises for the
manager in dealing with the employees of the department as a whole. The

superintendent carries out the daily procedure of inspecting the
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employees for the purpose of checking their presence and their work. He,
then, brings to the employees' attention any deficiency or undesirable
practice. Thus, it 1is a common practice for thc employees in any one
department to receive a memorandum from the superintendent and which has
been signed by the department's manager reminding them of a lack of
commitment in attending their work or any other neglect. An example of
this 4is an Internal Warning signed in 7-5-1985% and circulated in one
department, urging the employees not to leave their desks (8). Various
Internal Warnings and Instructions were also distributed to the employees
of the Insurance Service Department, asking the employees not to change
places and not to gather at one place for informal discussion of late
working hours (9). Some internal statements and instructions are also
used to direct the employees on how certain tasks and procedures are

supposed to be completed.

The superintendent 1is also charged with the task of submitting to the
manager a weekly report about the performance of each employee. He also
coordinates the tasks of the supervisors and informs them of all matters
relating to the introduction of work discipline. The reports written Dby
the supervisors and superintendents are sent to the Committee of

Employee Affairs to be used when considering promotion or discipline.
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4. Allowamces, Rewards anmd Promotion

We saw that the Social Security Law contained an order that deals only
witn the affairs of the Institution's employees. The second Part of this
order provided for the establishment of a Committee of Employees which
together with the General Director of the Institution draws up the rules
and regulations for evaluating the employees' conduct and 1levels of
performance and each one's ability, competence, and sincerity in assuming
his/her responsibilities. According to these criteria, they consider

measures for rewarding or punishing the employees (10).

One of these measures is the system of promotion and allowances. We saw
that a new appointee in the Institution, excluding those of the lowest
positions (porters, drivers, etc.), will be ranked in a certain salary
grade between the ninth (the lowest) and the first (the highest). various
types and levels of allowances are granted, depending on the particular
rank of the employees. They include the Exceptional Allowance which is
usually given to employees who achieve a very good level of productivity
and show a degree of competence. Promotion from a lower salary grade to a
higher one together with these allowance is used as part of the reward
system for dedicated employees. Some cases of rewards come in the form of
forwarding letters c¢f thanks and praise when the management feels that

the employee has performed hnis/her tasks particularly well.

On the other hand, there is a system of punishment and discipline
directed towards those employees who are found to be negligent in their
duties (11). Since promotion and granting of allowances take place at
"regular intervals, delays in these rewards constitute part of the

employees' punishments. Others include letters of warning, deductions
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from salaries, demotion to a lower grade and, if the employee is judged
as incompetent or has committed what is regarded as a grave misdemeanor,

dismissal frem the Institution.

With regard to promotion, each employee is entitled to up-grading or
promotion once every five vyears. This period can be shortened or
prolonged according to the decision of management. On the other hand,
every year employees receive an increase in their annual allowances.
These are always judged by the employee's performance and competence. A
confidential report is written annually by the manager of each department
about each employee. This report is in the form of a model in which the
manager ticks the appropriate boxes (see appendix 2). These Dboxes are

divided into the following criteria:

1) Knowledge of work.
2) Accuracy in execution. 30 degrees

3) Productivity.

! gt S it fmct

4) Commitment to job's orders.

5) Response towards work pressure. 20 degrees

6) Assuming responsibility.

7) Bbility in decision making and innovation. }

} 15 degrees
8) Relations with colleagues. }
9) Cooperation. }

} 10 degrees
10) Enthusiasm in work. }

The employees are then ranked into the following categories: Weak,
Acceptable, Gococd, Very Good, and Excellent depending on the marks they

score according to each category: less than 42, between 42 and 654,
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between 55 and 61, Dbetween 62 and 68, and more than 68 respectively. The
model also contains special pages on which the manager, the super-
intendent, and a representative of the Committee of BEmployee Affairs can

write their comments abpout the employee concerned.

These reports are directed to the Committee of Employee Affairs which
uses them as prime evidence when considering promotion or any other
matter concerning the employees' rewards or discipline. When an employee
falls into the category of weak he must present himself before the
Committee for an interview and his promotion together with his grant of
annual allowance is delayed. On the other hand, a very good score is a

precondition for granting the employee an exceptional allowance {(12).

From among 318 employees surveyed, 215 (67.6 per cent) were promoted to
higher grades between 1982 and 1985. The majority of those employees work
in the departments of the Office for Insurance Affairs. In the Department
of Insurance, for example, nearly all the employees were granted
promotion during the above period. During the same period, 210 employees
out of 315 surveyed in the whole Institution received some sort of
financial reward for competence and good work. In the Department of
Insurance Service alone 23 employees out of 36 surveyed received such
rewards. Letters of recognition and commendation were received by 119 out

of 315 employees in the institution as a whole.

On the other hand, 61 employees cut of the 315 admitted that their annual
allowance had been stopped or delayed for reasons relating to bad
performance or other reasons that were thought by the management as being
punishable. Morecver, 27 employees experienced some deductions in their

salaries for the same reasons. Twenty-two employees received letters of
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warning in which they were notified of their neglect and were urged to

increase their efforts and raise their productivity.

We can see, therefore, that the essential criteria followed by management
in rewarding or punishing its employees relate mainly to their levels of
productivity. However, there are other criteria, although less important,
which we have observed through our work in the Institution. They include
personal relations with +the management and even social and political
leanings. For example, there were cases of punishment in the form of
intra-departmental transfer of a group of employees for reasons almost
certainly related to their political views and activities which cannot be
discussed here. Hence despite the availability of the most advanced
working facilities in the form of the computer, 'traditional' and 'extra-
managerial' considerations remain effective in the evaluation of various
aspects of the employees' performance. In other words, the introduction
of the computer has not eliminated traditional and bureaucratic practices
in the Institution. As we will see in the next section, this means that
there is a co-existence of modern technology co-exists alongside backward
social values which continue to be of major importance and pervasiveness

in spite of the acquisition of the most advanced equipment.
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S. Problems Facing the Employees

We saw earlier that employment policy in the Institution is used as a
means of absorbing Kuwaiti social science graduates into government jobs.
Apart from this main criterion, no other attention is given to the nature
and specialisation of the employees since they will perform tasks which
are not particularly related to their qualifications. Thus the main bulk
of the Institution's employees are Kuwaiti middle class who were able to
enter a medium grade in the state's salaries system through their

education.

This makes the task of trying to generalise about the problems facing the
employees a very difficult one. 1In particular, the absence of a trade
union representing the interests of the employees vis-a-vis management
increases the difficulty in defining the nature of the problems that the
majority of employees face whether in their relationship with management

or in the tasks that they are required to perform.

One of the main rules for forming a trade union in any state institution
is to present a petition signed by at least fifteen employees (13). In
fact, an initiative was taken at the end of 1982 by three female
employees in the Department of Insurance Service to try and collect the
necessary signatures for a petition demanding the agreement of the
General Director to form an employees' trade union in the Institution.
Despiﬁe the hard work, and due to the hesitation and fear exhibited Dby
the majority of the employees who were approached, the initiative failed
to collect the number of signatures needed. Most of the employees who
declined to sign the petition ekpressed the fear that if they were to get

involved in such activities they might find themselves in trouble with




management who determine their promotion rights and other rewards. In
fact, the majority felt that an activity like this was more a matter of
politics than a genuine attempt to find some sclutions to the collective

problems of the employees.

The absence of a trade union in the Institution has meant that the
employees are in many cases deprived of the means of defining and
defending their rights in a collective manner. Hence, problems are always
individualised in the sencse that their solutions are met by direct
contacts between the employees concerned and their managers. This in turn
enhances the existence and perpetuation of ‘'extra-managerial' criteria
based on traditional social values, now translated into relations of
influence and nepotism. HNoreover, despite the existence of the computer
whose functions are not fully utilised, it is often the case that the
management urges the employees to write individually about their opinions
and proposals in all matters whether relating to their conditions of work
or in order to improve and raise the 1level of the Institution's
performance (14). This proved practically true after the above initiative

took place.

The non-existence of a Trade Union can only be explained by the fact
that, besides the generally hostile attitude towards such activities in
Kuwaiti society as a whole, the majority of the employees 1in the
Institution do not see any immediate impact of a trade union upon their
conditions of work. In fact, as far as they are concerneg, neither their
background mnor the nature of the work they perform necessitate the
creation of a trade union. The employees do not share the same working

conditions, since employees in various departments are assigned to jobs

which differ in their nature and objects. In addition to that, there is




little contact among the employees outside their own departments. This
means that there is no sense or feeling among the employees that they all
share the same concerns and have the same interests. 1If there are
problems with the management, these are always of an individual nature
and solutions are sought by direct contacts between each employee or a
very small group ©of the employees concerned and senior management. Such a
situation exists throughout the civil service sector and is not confined

to the PIFSS, despite the constitutional legality of trade unions.

However, the employees in the Institution share a belief that wvarious
problems do exist, whether in their relations with the management or in
the nature of their work. In a survey of 333 employees in all departments
of the Institution, 129 employees admitted facing problems in their work.
The following table divides these problems into three categories
according to the specification of those who responded to the question. In
the first category are problems related to the nature of work and its
different aspects such as qualifications, training, work intensity or
lack of it, and nature of assigned tasks. In the second are problems
concerning the social atmosphere and relations among the employees and
between them and the management. In the third one are what are viewed &as
personal problems relating to the individual employee's own attitude and

relations with others in the Institution.




Table 5.8
Problems of the Employees

Problems Number of Emp. %

Nature of Work 58 46.0
Sccial Atmosphere 49 39.0
Personal 7 5.5
Other Problems 12 9.5
Total 129 100.0

In a special box in the dquestionnaire, many employees surveyed elaborated
on the nature of the problems they are facing and on what they viewed as
the negative aspects and phenomena that characterise their work and their
relations with the management. In fact, many employees emphasised the
wide gap between the nature of the work and the original qualifications
of the employees. An example was cited of an employee in one of the
computer departments whose university degree was in dgeography. Other
employees emphasised that training of the employees is insufficient since
most of this work was quite new to them. Some employees surveyed
criticised tight centralisation and monopoly of the dJdecision-making
process by management in all matters relating to the conditions and welli-
peing of the empiovees. Rules and regulations for estimating the
employees' competence on which promotion and rewards and other incentives
were based were also exposed as being unfair to the employees and being

set up without their consent.

However, the most widely recognised and most criticised phenomenon was
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P T et (Al R LTI b ST SO L U Lo B TS

the importance of personal and other relations of influence between
management and employees in almost all aspects relating to the
appointment of employees, the nature of the tasks assigned them,
promotion and rewards, etc. One employee commented on this by saying
that "relations of patronage, favoritism and nepotism together with other
personal and friendship relations are the most important dominant

criteria of appointment, promotion, and rewards in the Institution."

This is partly highlighted Dby the fact that 157 out 333 employees
responded +to a question about the manner of their appointment in the
Institution by admitting that it was made through friends and relatives,
while the rest joined the Institution either by making personal contact
or by responding to advertisements. Moreover, when asked about whether
the employees nhave relatives working with them in the Institution, 109
employees out of 333 answered positively and 230 admitted that they have
friends and relatives working in the Institution. This may be explained
by the small size of the Kuwaiti population, but also by the nepotism

stressed by most employees.

Many other complaints were made by the employees about their managers.
Their involvement. in the above phenomena and their incompetence were the
subject of many comments. Some managers were accused of being incompetent
and of obtaining their positions through nepotism. They were.viewed as
the principel cause 0i most of the Institution's problems and of having
no respect for the employees. One emplcoyee wrote that "the policy of
'Kuwaitisation' of the management (15) brought to higher positions many
incompetent managers wncse main concern is the satisfaction of their own
degsires without agiving due regard to objectivity either at work or in

dealings with their employees."
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However, only a few employees complained about the level of their
incomes, while the overwhelming majority stated that they have no
problems with regard to their salaries. As for the system of promotion
and allowances the majority of the employees showed a great degree of
satisfaction. This shows that, unlike the common relation between
employecs and employers, the problem of wages or wage increases does not

exist in this Institution.

We can see, therefore, that most of what are regarded as problems by the
Institution's employees relate to the nature of the tasks assigned to
thém and the relations of these tasks to their specialisation. In
addition, the existence of personal relationships and influence as
important factors in various matters such as appointment and promotion is
the most condemned and criticised phenomenon which they believe runs

counter to the interests of the majority of the employees.
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Notes

(1)

(2)

(5)

(6)

(7)

(8)

PIFSS, Administrative Orders Concerning the Implementation c¢f the
Employvees System: 1983, Article 2, p.2.

These tests are carried out at short notice which is usually days or

hours before the tests. An example is an Internal Instruction by the

Department of Insuratice Service signed in 3-2-1985.

PIFSS, Department of Insurance Service, Internal Instructions:
3-2-1985, 17-3-1985, 24-3-1985, 27-3,1985, 3-4-1985.

What is meant by this procedure is that there are some employees who

have spent, before being recognised as Kuwaiti citizens, some years

working in Kuwait. After being granted Kuwaiti nationality, they are

entitled to add the previous period of work they have spent Dbefore

acquiring Kuwaiti citizenship to their service period for the purpose

of enjoying the rights of social security.

For more details on this, see,

PIFSS, Social Insurance Laws and Implementing Orders: 1980, 1981,
1682, 1983, 1984, Order No.Z21 of 1982 Concerning Terms and
Rules Applying to Combination of Service Periods Prior to
Attaining Kuwaiti Citizenship, pp.1-5.

Part 5 of the Social Security Law is Voluntary Insurance which
concerns the extension of Social Security to include the employers
and self-employed persons, members of professional occupations, and
members of the National Assembly and Municipal Council. For more
details, see:
PIFSS, Amiri Order Promulgating Law No.61 of the Year 1976:

Issuing the Social Insurance Law: Part 5, pp-.31-32.

Interview with a number of employees 1in the Department of
Registration in 1986.

Directing and supervising the work of the employees in each depart-
ment is a manager, a superintendent, and supervisors. The obgerver's
role is similar to that of the manager but deals more with <the
perfofmance of the employees and its evaluation within the whole
department. On the other hand, each supervisor is in charge of
following the work of certain a number of employees (5-7) and reports
to the observer aboit them.

An example of this is a memorandum from the manager of the Department
of Pension Affairs signed in 31-5-1985, asking the Department of
Registration to send some forms concerning the increase in retirement
pensions with each file belonging to a deceased person in order to
calculate the payment of death award.

PIFSS, Department of Pensicn Affairs Memorandum: 31-5-1984.

PIFSS, Department of Developing the Use of the Computer,
Internal Warning: 7-5-1985.
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(9) PIFSS, Department of Insurance Service, Internal Warning:

(10)

(11)
(12)

(13)

(14)

(15)

5-3-1985.

PIFSS, Department of Insurance Service, Internal Instruction:

16-4-1985.

PIFSS, Administrative Orders Concerning ....:
Qp. cit., Employees System, Part 2, pp.2-3.

Ibid., pp.4-5.
Ibid., Order No.4, 1985, pp.30-31.

General Union of Kuwaiti Workers,
Conditions of Founding a Trade Union Internal Document, n.d.

This has resulted in a relatively large numpber of letters and
petitions written by many employees to their managers, informing
them about wvarious matters concerning their work, providing some
useful suggestions, and fermulating demands.

This process was meant to intoduce Kuwaiti citizens into higher

positions in all government institutions and was unofficially started
at the end of the 1970s.
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CHAPTER SIX:

CONCLUSIONS

Science and technology in general are the fruit of the development of
man's control over nature and of his continuously expanding knowledge of
its laws. Their immediate impact can be felt in raising 1levels of
production and productivity. They play an effective and important role in
enhancing the development opportunities of the developing countries since

without them many requirements of development cannot be met.

However, the social role of technology is not neutral and its impact upon
econonmic development is not always positive. In capitalist relations of
production technology becomes one of the vital means of exploitation.
Capitalist management uses advanced machinery not only to increase the
workers' productivity but also and more importantly to determine the pace
of work. Thus with every development in technology and production
techniques, the workers find themselves yoked to machinery through which
management is able to introduce the necessary discipline and motivation
for work without having to resort to means of hierarchical control.
Furthermore, technolegy and its development under capitalist relations
contributes to the process of deskilling the labour force which is always

desired Dy capitel in order to reduce the cost of labour.

}-

These are some socia aspects ¢f the development of technology in
capitalist scociety. Technology becomes an essential tool in the hands of
management to extend the exploitation ¢f the 1labour force, and tc

increase the surplus value extracted through increasing both productivity

and work control.
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Given the current conditions of capital accumulation in the world economy
in general and in most of the advanced capitalist countries in
particular, the development of technology and the introduction of new
techniques contributes to the acceleration of both production
rationalisation and production relocation. The former involves the
substitution of o0ld technology by a new one which is often computerised.
The result is a drastic reduction in the employment of labour, and a
remarkable degree of deskilling the employed 1labour force. BAs to
production relocation, some developing countries began to offer very
favourable conditions for investment by international capital. The
availability of cheap labour and natural resources has induced a dreat
number of industrial firms to invest in new sites 1located in the
developing countries. The decomposition of the production process which
has been made possible by advances in technology in general has enhanced
the process of production relocation where newly created industrial sites
in the Third World specialise in labour intensive production which

requires a minimum of skills.

Changes in the international division of labour and its new trends
facilitated the task of acquiring modern technology invented and
developed in the industrialised countries. Therefore the present spread
of international technology must always be linked to newly emerging
conditions in the internaticnal division of labour. Nevertheless, this
should not cvershadow the fact that there remains a remarkable degree of
maldistribution in worid technolocgy in favour of the industrialised
countries with their multinational corporations enjoying an effective

monopoly of world science and technology.

what is the impact of transferred technology upon development
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opportunities in the receiving countries? We have seen that technology
transfer is carried out either through direct investment by the MNCs in
the host countries or by the sale of technology to those countries which
possess enough capital to buy it. In the former case, the most important
effects of such investment lie in the development of externally oriented
economies, the demand for whose products is generated trom outside. Huge
profits and resources flow out of the host countries with only a very
small minority of the local population benefitting from the activities of
the MNCs. Degraded and unskilled labour is the direct outcome of the
technology introduced by the MNCs' investment since normally only those
elements of the production process redquiring a minimum of skills are

located in the developing countries.

Kuwait's experience in technology transfer represents a very special
case. It is ~case of a country which both prefers and is able to buy
technology directly from the MNCs. This is made possible by the large oil
revenues which have provided Kuwait with an economy of surplus-capital.
Almost every aspect of social and economic development is the result of
oil. In fact, it is the most important factor of cohesion for both
Kuwaiti economy and Kuwaiti society. This does not mean that the socio-
economic structure which existed before the discovery of o0il was or has
become insighificant in determining the direction of the later social and
economic develiopment -f the state. Rather, thic structure and the fact
that it had only come intc being relatively recently has accounted to a
large extent for the way in which the 0il wealth has been directed. One
of the most important results has been the develcopment of a high level of
social consumption accompanied by a limited local economic base for its

satisfaction. Thus almost all economic needs, including the labour force,
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were met by importing from outside.

The creation of a welfare state through the disbursement of 0il revenues
became one of the immediate objectives of Kuwaiti rulers. A relatively
high standard of living, manifested in large per capita income and in the
availability of public services, together with high levels of consumption
are among the most important characteristics of the Kuwaiti population.
The <creation of a social security programme to cover almost all the
Kuwaiti people with generous retirement and pensions benefits represented

one important channel through which ©il revenues have been distributed.

0il wealth has enabled both the state and the private sector to acquire
from industrialised countries the most advanced technology, considered
necessary for the enhancement of economic development. In this study we
saw that the use of the computer became an essential factor in carrying
out the functions of the Public Institution for Social Security (PIFSS).
It is true that it does greatly contribute to the easy and smooth running
of the Institution's various functions. Many tasks, which normally take a
long time to be accomplished and which are sources of administrative
bottlenecks and confusion when cérried out manually, can be performed in
an easy and speedy manner. However, the use of the computer is not
determined merely by its efficiency since in many cases it can be very
costly. To what extent is the use of transferred technology in Kuwait
determined by conditicrns in any way similar to the advanced capitalist

countries from which they were imported?

The rationalisation of production processes in  the industrialised
countries, which now absorbs the major part of investments in these
countries, involves the introduction of advanced technology in order to

replace part of the labour force and to achieve a high level of control
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over the remainder. Generally, it is imposed by a variety of conditions,
the most important of which is the inherent conflict within the
production process Dbetween labour and capital. Under conditions of a
relatively strong 1labour organisation such conflict necessitates a

reduction in dependence on labour as part of the means of production.

With regard to Kuwait's use of advanced technology, one can contend that
it does not stem from the same conditions mentioned above, since, at
least at the national level, the conflict between labour and capital is
not developed to the same dedree which is witnessed in the industrialised
capitalist countries. This igs because of the simple fact that employment
in the Kuwaiti 1labour force is determined to a large extent by the
state's objective of distributing its o0il wealth among the population. In
other words, there is no attempt to rationalise the production process
behind the transfer of technology to Kuwait. Rather, the state's desire
to acquire the most advanced technclogy stems from the fact that it has
at its disposal a large amount of capital which is more than enough to
purchase technology used for a specific purpose in the industrialised
capitalist countries. Introducing technology in Kuwait is in most cases
part of a policy to consume the surplus of 1liquid capital from the o0il
revenues. It is also determined by the development of a high level of
social consumption and is to a large extent a manifestation of the desire

for showing how 'highly Gevelioped' Xuwait is.

Employment in the PIFSS is to a great extent, 1like the social security
programme itself, a means ¢f disiributing oil revenues. The PIFSS,

besides its functions, is designed to be part of the state's civil
service sector which is capable of absorbing part of Kuwaiti university

graduates. The public persona of one of the most developed government
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institutions is regarded as an important factor which accounts for the
fact that university graduates, irrespective of their educational
specialisation, constitute the pulk of the Institution's employees. It
also accounts for the fact that the majority of the employees dealing
directly with the public are females. Therefore, uneconomic
considerations and criteria constitute the most significant factors

behind hiring employees in the PIFSS.

A similar contention can be made about the use of the computer in the
PIFSS. Despite the enormous contribution it makes to the ease with which
the Institution's functions and tasks are carried out, the main
determinants of computer use that exist in capitalist countries are
irrelevant and neglected in the case of the PIFSS. This means that the
computer is not used as efficiently as it could be since many of the
functions, especially that of controlling the work force, for which it is
primarily introduced in the advanced capitalist countries, are not
utilised. In other words, the computer has been introduced for reasons
quite different from those imposed upon capital in the industrialised
capitalist countries. The reasons are largely connected with the
objective of an easy and smooth accomplishment of the Institution's
functions. Again, this objective could only exist because of the state's
ability to purchase the technology in question. It developed mainly as
part ©I the Consumption pattern that characterises Kuwaiti society in
general. Therefore, the computer has not been introduced to replace the
labour force since one aim of the PIFSS is to absorpd as many university
graduates as possible. Hence the computer, whose major role should be to

reduce the size of the work force as well as acting as an effective means

of its control, 1is superimposed upon a state institution which 1is




required to employ a relatively very larde work force. This, in fact, is
what distinguishs the use of computers in Kuwait from their use in the

advanced capitalist countries whose progresses Kuwait tries to emulate.

Furthermore, one can easily notice that the essential functions of the
computer, and for which its introduction in the industrialised countries
is mainly made, are not utilised. For example, unlike the experiences of
computer use in industrialised countries, control of the employees in the
PIFSS is only partially carried out by the computer and administrative
control through superintendent, supervisors, and managers remains the
most important factor in the organisation of work. Similarly, because of
the relatively large number of employees, many other functions which can
be performed by the computer are left to the employees to carry out. For
example, control of the labour force is always carried out by the same
'hierarchical control' used by management before the introduction of
'technical control' with the help of the computer involving the direct

services of superintendents, supervisors, managers, etc.

Despite the use in the PIFSS of the most advanced technology, relations
among the employees and between them and their superiors are still
greatly influenced by their social traditions and values. In other words,
there is5 a remarkable degree of co-existence between traditional values
derived from pre-capitalist social relations and the advanced technolcgy

T

the cCcompucer. Hence, nen—-econcshiic phenomena alien to the norms  and
criteria of modern management are still important in matters of
appointment, rewards, promotion, punishment, etc., reflecting the fact

that modern technology alone cannot change, or evenh be adapted to serve,

a backward social structure.

The use of the computer in the PIFSS can be taken as an example of the
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fact that modern technology introduced into a backward or pre-capitalist
socio—economic structure may, instead of revolutionising this structure,
contribute to the reprcduction of the conditions of pbackwardness since it
alleviates rather than aggravates the tensions that such structures may

incubate.
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b)

c)

d)

a)

b)
c)
a)

e)

a)

c)
a)
e)

f)

APPENDIX 1

Sample Questionnaire Directed to the Employees of the PIFSS

General Information

Sex: Male ( ) Female ( )

Marital Status: Married ( )
Divorce ( )

Educational Qualification:
Illiterate ( ) Primary (
Secondary ( )  Institute (
Years of Formal Education: ....

Knowledge of Foreign Language:

If yes, what language/s : .....

Single ( ) Widow (
) Intermediate ( )
) University ( )
Yes ( ) No ( )

Degree of Knowledge: Reading only (

Level of Experience:

) Reading and Writing (

Tvoe of Work Prior to Joinina the PTFRS:

St

te ( ) Private (

A}

RAaministrative ( )

iy

Did the PIFSS train you: Yes (
Your administrative rank: .....

Period of training: .....

Totzl period of employment in the PIFSS:

) Mixed (
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)

} Technical (

cf jobs assigned to you by the PIFSS:

No (

. e

)




4— Information About the Training

a) Period of training in days: .....
b) Type of training: .....
c) Training sponsor: Private ( ) the PIFSS ( )  Others ( )
d) Do you think that you are still in need for more trainig:
Yes ( ) No ( )
e) If yes, What kind of training:
Continuation of previous training ( )
Training that fits present Jjob ( )
Other type of training ( ) Nature of other type ....
f) Will the PIFSS sponsor this training: Yes ( ) No )
g) Period needed to complete this training: Years ) Months ( )
h) Where will training take place:
On the Fob ( ) Somewhere else in the country )
Outside the country ( )
i) How important is this extra training:
Necessary to continue with the PIFSS ( )  Not necessary ( )
Might be needed. elswhere in the future ( )
j) Do you think that training is:
2 right ( ) Bn opportunity to be seized upon ( )

Yoo important ( ) Will do no good ( )

Do you think that the opportunity for extra training is given on the
oI basis of: Priority ( ) Merit ( ) Favouritism ( )

Persistence ( } Random basis ( }
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i)
3)

k)

a)
b)

c)

Nature of Work

Numper of hours worked per day ( )
Number of additional hours per day ( )
Number of days worked per week ( )
Number of days vacation ( )

Are you supervising other employees: Yes
If yes, how many employees: ( )

If no, is your supervisor a:

Kuwaiti ( ) Arab ( ) Foreigner (
Categorise your job into: Manual ( )

Do you have relatives working with you:

Do you have an old friend or acquaintances working

Yes ( ) No ( )

Work Performance

Are you generally happy with your work:
Do you get along with your superiors and
Did vou receive a letter of commendation:
Did you receive a Jetter of censure: Yes

Did you receive a letter of warning: Yes

I'id the PIFSS deduct anything from your salary:

Did the PIFSS stop your annual allowance:

Did the PIFSS give you any additional bonuses:

Did the PIFSS grant you promotion: Yes (

Were you part of any disturbances in work:

Were you part of any disadgreements in work:
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a)

b)

c)

a)

e)

f)

g)

h)

i)

3)

m)

n)

Work Conditions

Were you aware in advance of the rights and duties of your 3job:
Yes ( ) No ( )

Specifically, what is your present job: ......

Is your job what you were originally employed for: Yes ( ) No (
If no, How many times has your job been changed:

Once ( ) Twice ( )} More than twice ( )

What were the causes of the change/s:

Promotion ( ) Transfer to other departments ( )
Demotion ( ) Personal Request ( ) Others { )
Number of Colleagues who perform the same tasks: .....

How did you join the PIFSS:

Response to advertisement ( ) Personal contact )
Through Friends ( } Other ( )

To what extent are you satisfied with your present job:
Very Satisfied ( ) Satisfied ( } Not-satisfied ( )
Do you think that the status of your present job is:
Permanent ( ) Temporarv ( ) Do not Know ( )

Do you think that job conditions will change for:

The Better ( } The Worse ( ) Do not Know ( )

Do you have job-related problems: Yes ( ) No ( )

If yes, Are these problems related mainly to:

Nature of Work ( ) Social Atmosphere of Work-place ( ) Personal
Circumstance ( ) Other Reasons ( )

Can these problems be described as:

Important ( ) Simple ( ) Trivial ( )

Do you think that these problems are:
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Long Lasting ( )  Temporary ( ) Do not Know ( )

Salaries and HMaterial Incentives

Is your present salary:

Adequate ( )}  Inadequate ( ) Do not Know ( )

Is your present salary better than what you may get elsewhere:

Yes ( ) No ( ) Do not Know ( )

Is your take-home pay related to the level and quality of your
performance: Yes ( ) No ( ) Do not Know ( )

If yes, do you think that this relation is:

Important ( )  Unimportant ( ) Do not Know ( )

Generally speaking, do you think that salaries and incentives in the

PIFSS are: Fair ( }  Unfair ( ) Do not Know ( )

Personal Information

Are you obedient towards your superiors: Yes ( ) No ( )

Do you think that you are sincere about your work: Yes ( ) No (
What is your monthly salary:

Less than KD 200 ( )  200-350 ( ) 350-500 ( )  500-700 ( )
700 and more ( )

What is the monthly income of your family:

Less than KD 500 ( ) 500-1000 ( ) 1000-1500 ( )

More than 1500 ( )

Do you have further comments about:

1)
2)
3)

4)

Your

Your

Your

Your

relations with your superiors

salary ..

training
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APPENDIX 2

Model of Estimating the Employee’s Competence in the

PIFSS

Name of Employee.......... Date of Appointment........
Administrative Rank....... Date of Joining the Job.......
Department/Office ........ Date .....c.c ...

Excellent Very Good Good Acceptable Weak
Max. Marks 30 >27 >24 >21 >15 <15

1- Knowledge of
Work ——— = - - -

?- RAccuracy in
Execution ———— ———— ———— ———— ——

3- Productivity —_——— —_—— —_——— ——— ———

Total -

Max. Marks 20 >18 >16 >14 >11 <11

4~ Commitment to
Job's Orders === - - - ———-

5- Response Towards
Work Pressure ——— —_— ———— —— ——

6— Assuming
Responsibility —_—— —— ——— —_—— —_——

Tctal _—

Max. Marks 15 >14 >13 >12 >11 <11

7—- Ability in
Decision
Making and
Innovation ———— ——— —_—— —_—— ———

8~ Relations With
Colleagues ——— ——— —_— _—— _———




Total e

Max. Marks 10 >9 >8 >7 >5 <5

9~ Cooperation —-——— ———— -—— —_———— _

10- Enthusiasm in
work ———- -——— ———- ——— ———

Total e

Rank ----- Percentage —--———- Total of Marks —----—-

Comments of the Superintendent ---————----

Signature

Comments and Recomendations of the Manager ----—---—-—-

Signature

Commernits and Recommendations of the Chairman of the Employees'®

‘Affairs Committee

Signature

Comments of the Employees' Affairs Committee

Signature of the
Chairman
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Levels of Competence

Levels First Second Third Fourth Fifth
Ranks Excellent Very Good Good Acceptable Weak
Percentage >80 80~89 70-79 60-69 <60
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