G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

-

LIMITED
ID/%G.17/CP5
November 1968

Original

Unitad Nations Industrial Developmerit Oroanization
United Naticns Ecorcuic and Social Uffice

AR -

Expert Croup Meetin: on the Development of Small-Scale
Industries in arab Countries of the Middle East

Beirut, Lelanon, 11-16 November 1968

Agenda Item 3

y

BMALL~-SCALE INDUSTRY TN SAUDI ARABIA

by
Engr. Mahmoud Taibda
Direotor Genoral

. Industrial Studies & Dovelopment Centre
Saudi Arabia Ly

_1_/ The views and opinions expressed in this paper are those of the author
and do not necessary reflect the views of the secretariat of UNIDO or
UNESOB. The document has been reproduced without formal editing.

1d.69-364










g

ID/WG.17/CP5
Saudi Arabia

SMALL SCALE INDUSTRIES IN SAUDT ARABIA

Apart from the 0il industry, industrial development
in Saudi Arabia started only about ten years ago and has
naturally concentrated in the larger towns where infra-
structure was readily available. With the exception of a
small nunber of fairly large industries recently estab-
lished, practically the whole of existing industry is
small and medium scale, left entirely to the private
sector.

With increasing attention given to industry the
Minietry of Commerce was given responsibility for industry
and became the inistry of Commerce and Industry in 1962,
with a directorate for industry and electricity.

In 1962 Regulations were passed for encouragement
and protection of national industries., By virtue of these
regulations, industrial projects approved by the Govern-
ment are given the following privileges:

1. Exemption froa custom duties ¢n machines,

equipment and spares,

'2. Exemption from custom duties on raw materials,

semi-finished products and packaging containers

not obtainable locally.
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3. Provision of land at nominal rent for the

factories and for living quarters for employees,

In addition, the regulations provide for the
tollowing:

1l. Protection of national i1ndustries by limiting

or prohibiting the iaportation of foreign
products similar to lccal products and/o™
raising custom duties cn such foreign products.

2. Granting financial aid to industrial establish-

ments,

3. Exemption of products exported from export-fees

and all other taxes.

An additional encourageaent to local industries was
given later by virtue of the Statute regulating Government
purchases which stipulates that loc:l products shall be
purchased in preference to siwilar loreisnh products even
if the price of the former was 10% higher,

Industrial Estates.

About four years a0 the Guvernaent decided to
embark on a prosramae of establishing 1ndustrial estates,
starting with ocne at Riyadn auaa the uther 2t Jeddah., A
combined industrial estate/inuustrial ares approach is
being adopted 1 both cases, so that general purpcese

factory buildings, units in nursery tactory buildings
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as well as land plote are auvallabtle for hire at nominal
rente. The estates will be provided with roads, water,
electiicity, aud sewage systems ana telephone exchanges.
The following facili‘*ies will be provided on each estate:

1., Administration building.

2. Nursery tactory building.s,

. General purpose factory buildings.

. wWorkshop.

+ Mosque.,

3
4
5
6. iedicul Centre,
7. Fire Station.
8. Police Centre,.
9. Post Office.
10. Bank.
11. Canteen.
Jeddah will have the pilot industrial estate, the
initial cost of which will ve about 3R.12,000,000

(US $2.7 million). The area which 18 being developed in

the first phase is 480,000 square metres, allocated as

follows:
Area in
Sguare ueters. Percentage.
Plots 287,000 59.8«4
Roads 94,000 19.6%
Green Area 70, 0006 14.6%
Adainistration Area 24,000 6.0%

Totai: 480,000 100.0%
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There ure five plot sizes runging from 1,000 to
4,600 square meters, with 109 plots in all. The estate
will start with one nurse v factury builaing with twelve
units each 6 x 10 weters wud twou general purpose factory
buildings each 12 x 30 meters with rooum for extension,
Construction work on the buildings and facilities is about
to start and is due for coupletion early in 1970.

To begin with, the workshup willi be equipped for
metal working and heat treatuwent und will have a tool room.
Thie equipment is being provided by the UNDP Special Pund
under themr Inaustrial Studies and Development Centre
Project covered below:

Industrial Studies and Development Centre.

With the assistance ot the UNDP Special Fund the
Industrial Stucdies and Develupaent Centre was established
@n March 1967 a2s an autonomous body attached administra-
tively to the Ministry oI Couamerce anc Industry. Its
functions iaclude:

1. Studies and researches relating to industrial

policy and progranming.

2. Studies and researches relating to the estab-

lishament of new industries,

3. Provision of technical assistance to existing

industrial establicshments.
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4. Supervision of the planning, constructicn and
manageanent of industrial estates.
The programune of the Centre includes assistance to
and promotion of samall and .mediwn scale industries.

Survey of Industrial Estaclichments.

A survey of existing industrial establishments in
the Kingdom was launched in the last quarter of 1967
starting with Riyadn in which field work has been
completed. The survey nas shown that there are 52 indus-
trial establishments in the city. The fields covered are:

Manufacture of Cement.

Manufacture ot Gypsua.

Gas filling and distribution.

Beverages.

Dairy products, vakeries and sweets.

Aluminium and plastic wares.

ilachine shups and foundries.

Metal and wooden furaiture and fixtures.

Barrels and tanks.

Tiles and cement blocks.

V¥indows and doors.

Neon signs.

The contribution to capital investment and

employment of the 42 reporting establishments is shown




below:
- " Percent| Total Capiigl
NRumber| of [WiTIlon Employment

- Total ' 3.k, Nunter P
Establichuents
with Capital , | -
below 3R 500,000 33 79 4.6 8 579 39
(Us 8111, 000}
Establi shments
with cuapital |
SR 50u, 000 9 21 55.4 92 908 61
and over

Total 42 100 60.0 100 |1,487 100

The tuble shows thut with culy 8% of the total
capital investment the smaller establishments nave contri-
“buted 397 of total employanzant, i.e. they are relatively
more labour intensive.

Detailed analysis ot the data 1s continuing and is
throwing counsiderable light on the probvleas facing
industry in general. Survey work 1s progressing in other
parts of the Kingdowm and it is hoped that 1t will be
completed about mid 1969,

Technical S~rvices {or oall Scale Industrx.

With the zssistance of UN Expertis, technical
counselling hae veen given to existing industrial estab-

lishments most of which are on the smail Scale side.
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Experte and Saudi Counterpurts puy preliminary visits to
representative establishments to whua the observati ons and
recoamendctliong arislne, from such visite are passed. The
WOork coveryg advice on the technical side ot the operations
as well as factory orgaaslsation ano management. A nuaber
of estatlishments to which such visits have been made 18
then chousen for detailed investigation and advice on the
various aspects of operation, followed by assistance in
implementation ¢f the recomuwendatiocns over a reasonable
period of time. Ilmprcvements thereby achieved have a good
dem0ustr£11ﬂn ceitect,

To i1wprove manageaent levels seminars have been
held. In i!ob one seminar was held in Riyudh for senior
execu'iver on aarketin. and three =eminars were heid cn
inventory coatrol, one 1in each of Riyaah, Jeddah und
Daanam.
panpower,

Industrial development being very receant in the
Kinguom, shortage of ananpower at all levels 18 one of the
major probleas to be dealt with. For the time Leing,
industry relies in the main on expatriate persormel frow
the skilleu worker level upwards,

In order to ameet the need for skilled workers and

foremen with little pcasibility ifor apprenticeship and
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training within industry, the Kingdom is adopting two
parallel lines of approsch, vocational training centres
aud 1.aaustrial eaucallOL.

Vocationzl Tralinliy Centres.

The first Vocational Training Centre was set up in
Riyadh in 1964 with the ussistance of the I1I0. Vocational
Train:ie Centres have also veen started at Dammam and
Jeddah in 1966 and in Buraidah in 1967. A fifth Centre at
Jouf will be opening next year.

Ki1yadh started with Q trades, Damnam with 2, Jeddah
with 4 and Buraidah with 2. The total number of trades in
which tralnins 18 belllg igparted at present 18 14 and
2 more will be added by 1969. The total available pluces
by 196G vill te 1,550 with 16 trades.'t) Riyadn, Deasam
and Jeddal. will each have 350 places, and Buraidah and
Jout 250 each.

The duraticon of courses varies from 12 to 18 months
depending vn the trade. The courses are nainly practical,
desiguea tou proauce gkilled workers. The Vocational

Tralnineg Ceatre 1a Rijudh 18 4180 giving lnstructor

(1) auto.otive dechanldc - General .aachinist - oheet Netal
jdorrer - oia ‘doaithydelcer - “lectricilan - diregan -

Cull and Arwature wlader - Rad1o/TV Mechanzic - Carpenter -

bricklayer/ i iocKiayel = Plasterer/Tiler ' Stuuaemason -
Tlwaver - talnter - Frinter - Typewriter ana JUifice
dachines slechianic.




Training.

1,263 trainees have joined the Vocational Training
Courses since their inception. Of these, 534 have success-
fully completed the courses and 553 are presently under
trainirg.

Industrial Education.

Industrial education started about 10 years .ago and
has undergone aodification from time to time. At first
boys were taken after six years of general education and
given rour years of techniczal industrial education. Later
the duration of industrial education was increased to
5 years.

In 1963 it was decided to raise the level and
start with boys who have had 9 years of general education
and this has been the practice siance. These boys join the
Secondary Vucational Schuols. At the end ¢f the 2nd year
in these schools there i3 a gualifying exawrination and
unsuccessful candidates leave tne school as semi-skilled
workers., ©Of the gsuccessiul studente thcse who are aore
prone to practical stuailes contiaue a third year ia the
8chool and gqualif, as skilled wcrkers. Those whou show
€00d bias towards the thecretical side join the Technical

Industrial Institute for a two year course to come out as

Supervisor,

™~ .
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At present the Kingdom has set up only the

Secondary Vocational Schools. A Technical Inuustrial
// School will ve started next year.

The total nunber of students who have completed
industrial education since its inception is 1,544. Those
in the secondary vocational schools now in existence in
the Kingdom aaouwnt to 740. .

Financing of Industry.

Existing commercial banks in the Kingdom provide
financing for industry, mostly for short time and to the
larger concerns. Saall oac medium-scale industry relies
mostly on owner tinancing, which is fortunately avundant
in the Kingdom. To assist these industries with financiug
the Government is establishineg an Industrial Bank for
which funds are iancluded in the budget.

Prospects of Szell-Scale Industry.

The vast size of the Kin,dom, its relatively swmall
population anostly concentratea in a few towns with
populations ranging from 150,000 to 250,000 separated vy
long distances sugsests that small and mediwa scals
industries hive better chance of success for the local
market than large scale industiry which should be expori-
oriented. with the Kingdom importing much of 1ts seeds,

there 1s consideraocle scope for import substitution.
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