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INDUSTRY LN SAULT ARABIA
OBYSLOPMINT AND STRATEGY

Brief Informatiun en_the Rin, lom,
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The Kingdom 02 Sauai Avabia ovuvupies over 4,000,000
Square k.lometers of the Arabian Peninsulgs with a popula-
tion of Approxinately 7 miliione, It hae 1760 kilometers
of the Westeru coast slong the Red Sea and 560 kilometers
of Bastern coast aloag the Arabian Gule, The land bounda-

ries in the suuth and in the north sxceed 2700 kilometers,

The neighbours of the Kingdom inciude Jordan, Iragq,

Kuwait, Qater, Oman, Yemen and Hadramout; and across the
®¢as, Egyptian Arad Republic, Sudan, Bthiopia, Iran and
Bahrein.

In the Bastera Province of the Kingdom, have been
discovered the richest 61l reserves of the world, The
exploitation of thege reserves has completely transformed
the country's economy and ple-ed the Kingdor as one of the

largest o0il producers in the world.

The diecovery of ¢il in Saudi Arabas took place in
the year 1933 and production started in the following year.
Natur-lly, and in the years followed, the country was busy
buildimg itself. Ambitious programmes were implemented in
every direction of life, namely transportation, electricity,

Water, schoole, hospital etc. Begarding industrigl growth,

36 factories were in Froduction up to the year 1965, and now

4 in 1973, the number of factories ie Just about to reach 600.
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CHAPTER - 3. Pre-gonditionas forp Industrial ization

1.4, The Market:

Industrial development in the Kingdom has and will
for eome time contioue to be eubiec:t to certain basic
conditione and constrainte. Small market is che of the
moet important obetacle to be tackled. Market sige of
moet producte are small and limited by relatively small
population. With an area of 2,000,000 kilometers, markete
are fragmented due to long di.tances. Naturally, moet
induetries, if not all, are bound to concentrate in the
three biggeet markete, namely Central, Weetern and Bestern
Provincee of the Kingdom. The Andustrialiei.e are well
aware of the fact. Their inteation is slways touarde
duilding induetrial coaceras with e low mimimum economic
oize, ready to expand, and have done ¢o with the fast
Srowiag demande coming through the natural increase of
population, the rast rieing per capita income and the
large aumder of foreigners who are working together with
Saudie ia implemeutiang the huge Government's projects

cOvering every direction of development.

To ensure the succees of newly establieled indug-
triee with alrge ecsale and more economic production the
Minietry of Commerce ang Induetry hae been playing an
important role by taking iato consideration the exieting

Sapacity when licensing new induetrial unite through care~

ful etudy of the available market,
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1.B, Trenspors:

Spe aking of eanwport, the éituativp ot pravest is

quite different than ip 13530, hs 8 mstier of foct such

COMParison ¢sn nog axist.  Som. 10 YO#re #30 the Guwverpy-.

ment lsunched & bojd paogramme ofF »o.4 Covatruction, About

7800 kilometers of roads alresdy vximte. Prograemue formu~

lated under the Firmt £lan ipciude 43120 kilometers of addi-

tional roade. The Frogrummes wiil also iaclude fepder

roads and bettex Maintencence fucilitaics. Mechanized road
transpertation constitutes albout 5% of the mdyes valye of

the whole traneportatica cComnunicetions pnd btCrage sectors,

The only ratlway system Operatiraz in the Kingdom 14

a 570 kilcmeters live connecting Riyadh {the Tapitaj city)

wWith the Dummam Port iv the Enstern Provinge. T runs a

pasaenger service RVery dry of the weak éxcept Hriday.,

Cargo Service Operutes datl The 1two teem nals for inter-
Y Yy

national air s2rvices ars Jeddalh in the wWestern Provircae

and Dhabian 1 the Bastern Tie internal se vicca pre neo-

vided by the Saudi Araban Airlines a Goveenmenr ownad

Organigation. Jeddst in the Western coas: éend Dammam 1n

the Bastern coast are the two major msea puxia in the country.

Ia 1980 transport and Commun ication sysresms did not

help ian ®stablishing any itoustrive. In 1960 and altler,

remarkable uchievemente were cotaiced.  la 1973 the ptincipal

Population centres of the Ringdum wigh Lrdustry ur industeial

-

markets, are well connvcted by meinlled rowde apd sir serviccs.




A well worth 28tion wide &

18iribation syateom of local indus-

trisl products ia wERIILY noeticed

cee between meinr Sitise.

1.Ce Power anc¢ Weter:

tew e s g

During the piriod fProm 1965 to 197C, the asector cove-

ring electricity, “ae, watur alung with the meaufacturing

Secrors showad a high snnue’ gromth cate of 13.3 percent.

It ia expected *hat during the De-elopment Flan period

1970-1975, it would 8Ty At the sume sate. Blectricaty

rate; differ hotwesn domestic and industrial coneumers,

Por induetrial cohsumption & relatively lower rute has been

eat up to encourage iuduetrimlization in the «<ountry. To

®Reure a wide range of wiecctreification the Sovernment has

been giving subvidies to moe: of che slectricity Companineg

in the smalil iown:. Jupply of electricrty power is no more

& Constraint on isovecsstaiization,

To cop: with the rroblem of water scarcity ip the

Kingdom projects of waler ‘wpoly have Wigh ¢ficrity in the

Development Programmes Siine 1966, the foverament hag

staried a programme to e6tablievd eva water desalinarvion

Plants. Smnull desslination vlaute have bean Conetructed

in different arsus. The largest one hus been estal:lished

recently in Jeddak on the Red Ses. As far as industey ie

concerned, factories with large conaumption of water would

face mcarcity problem, othgrae geaerally muke thoir own

arramgements by ebgayiny water tanke or sinking devp welle

where possibile,.

‘e aplite of ¢he long dietan-




leDe Indug trial Sice:
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The ConBLrugction ui thyrge induvtrdial #siates hue juet
been completed, They are logsted in the three biggest citiee
in the Kiasgdom within g distauce of & to & kKilometers out-

skirts from the Centre of the réspective towns,

Severas) industriee have &lready Leen alloted plots of
laad on »a rominal rent Sapie. Some factories Already started
production, Rany others are under construction and installa-

tion stage.

The Induetriasl Betates provide ail éssentinl facilitier
ia the Betates. Their facsilities include supply of water,
electricity, bewuge, telaphome, a tank, a poet office, police
and fire ®tations, g Mo@que, & cantesn and health tentre etc,
Norkshops @quipped with mocern mecliinery are being establighed

to provire commey k6rvice fa-ilitie to the factories,

Applications for sllotment of laud in the Betates
should be Jubmitted to the General Directorate of Industery
in the Minietry or Commerce and Induetry where reviswed by a

Special Committes formed for thig purpoase.

After the Succesesful experience of the Induetrial
Betates the Gévernment ig studying the establiehment of

Some other Industrial Batates in Many smaller towns.




1.B, Logal Raw Materiule:

s

Mos imdvstrise in Sauc . Arobia depend an imported
raw materiale. All iicensed iodustriesa import their needo
without baviny to Py any cuetom duty on them. The Govern-
ment is Pollowing this polisy to help in reducing production

cost of the locul industry.

Pew induetries in Saudi Arubia depecd on locally
produced mauterials, aveng thouse wre,;, Potroieum refining,
Cement, Gypesum, Mrerbie, Glass bottles, Date pecking and
Mollow brickm, snd sose otheres, mos. importss: 1s the
Tomato Paate anc Jjuics fectery, which ig =chedulad to
start production within few weeke. all these factories

are bullt after 195665,

At preseat “here is ap ambiticus programme of explak
sation of mations! miporad resoucces. Bxtunsive studies
Lave been carvied ou:. Jie rollewing ainerals which have

been escablighed to WLiat: -

Iron (hematite 464 S21t

Iron (bematize,magnetite) Glass Sand
Iron (magnecite 26%) Clay

Gold Cypeum
Copper Barite
Silver Phosphate

Binc




Other Minerals are 4in vario

"6 Ethges Of stv lies such

ae® Kaolin, Faldspar, GChiune Q1 ¥
1.1, §uga£ nglﬁa:
Since iadustry ertarted

in Saudi Lrabim, ihe snnrtage

of human elillg has bean censiderad cne 0% the most serioue

constreintes 0y industriulizatior and will reasip for 80mMe

time to cone, Despite the programmes of sducation, training

and otkes mampower development, onpply of labour Porce in

fertain categories will fali ehort of the éatimuted require-

mcnts at least for the next b yeasrs The supply sad deman d

8ap will have to bo filled up wy

expetriaies. Thewme anclude

professiounsl personnel with Univerediy Dagrees maunagors anyg

administrators, technicirany and bUD-profvesional woykare and

okilled and Semi-ekiilad workere. To “verceme this problem,

A long term policy han heen get Yy o eneuce the increase of

cxistiag pool ol sduceted and trained manpovwr, Trainday

programmee aro bdoiny prometzd through Vocational Trainding

Contres, traanigg in privute tstablishmenis and Ministrias,

8 outlined under the Labuorp Regulationw, it paa been made

otligetory for certain cutugories of e3tublishmonts to impart

organized training to Saudi nationals,

1sG:  Availabdle Moencing:

T e e e e v e

In the course of ive growth, the Sauda induetry has

drawn on a whole range of sources: Saudi Private Savinge,

Foreign Bquity and Equity like Pn:ticipxtion, Suppliers,




Credits, the General Invegomuat Auand ontablighed by the
Govervmen , iavaipyg Prof.te, Coprecigtioa Frovaisions,
Borrow¢ng froa LvEner e Ll Banks and Poereigzn (nveetment
Institutioie, edd v ion,  Lie ascebiishment of aa
Induetrial Development Bank ig under c¢ooneideration. Due
to the frvourably, Balai.ce of Payiwnte POS&ition, foreign

exchauge component of the Cepital Coesy of industrial

projecte does not present any problem.

CRAPTER x1IX. ggggstrinlizatiou Achioven!!‘tjg
upto 19745.

.

ke Briet kevisw:

Liceneisg in Saudi Aradia 48 not obligatory, Many
iadustries have hoen astubliehed without obteining licenses.
But the 1icenred indusirier wover 4 BAIGT PRFt ©C the new
isduntrinl ACtivitige. Uiy theme ars entitled te privileges

usder the Statvcie for Proxeccion end Bncouvagement of National

Indugtrics.

Untii the an¢t of 1972, sore 3V4 licenses were issued
by the Mimistry of Comnerce ang Industry. Of thess, some
100 licensos hac been granted upro 1966. Between 1967 and

1972 the number of mex Licenses inursased 8teadily from year

to year. Although the year of licenses does Lot necessarily
imply eithsr the year of esttaing up or completion of the

project. The fPigurea show overall development of induetry

Af not ite growth. rate,
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Statistices show that upto 1958, 36 industrisl eatab-
liehmente Were in production éach enraging 10 or more
Péreons. During the period 1365-1972, sbout 280 estabdlish-
mente commenced production. Table-} shows the growth of
Saudi indastry by number of licensed industrial establigh-
ments. Table-32 ghows tho total capitey employed and value
of output ia 1970. The data obtained from a Techno-Bconomic

Survey done by the Induatrial Studies and Development Contre
in 1974,

TABLB~{

GROWTH OF INDUSTRY BY NUMBER OF LICENSED

ESTABLISHMBNTS
lo. of
Yoar Batablishments
Upto 1966 36
1966 41
1987 &1
1968 60
1989 70
1960 7¢
1961 23
1962 , 106
1963 127
1964 180
1966 : 164
1966 180
1967 203
1968 a2
1969 263
1970 , 292
1971 , 336

1972 374
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Due to the whoet bistery of saudy Mmiustry, magt
indretrive 1y thao ConNn ey are of Felavively gmali 8.z0
intanded EAINLY 10 $atrely the 19¢al marke; e<cepl for
the pairaicum 1IBGuE ey Capita) goods ndvelr:ine are
831 known yat. Howevaor, 11 ins "0t Jdes i resble at this otage

of develcpment.

Qus of the most 8u .:ceewitl sndustries ip Saudi Argbia
is the building seierinle indeamtry, i, e, Cement, Gypaum, Tiles,
Blocke and Aluminism wiz dowe atd JdJoors wic, Ag construction
growing extremely fast, these todustrien ure e¢xpanding in
tusn, At nresent, the three big cement plauts could not
COpe wWath local demusd. Bxpaneion of exiasting pleste and
establishing of gowie new foctorios are #ericously under

Considearat onn,

AL poreson several big induetrial projesctm vt local
and axport pasiure ar'd L2 tnhe stage uof Regot ation. Most
of them are opf Jodnt-verture bauis. Examples are Sugar
Refigery, steel Mili, Alu.i'naiwm Hiy 1, Hydrocacbons, Spiral
Helded Pipes, Moter Cers Asgamdly and muby otaers. It is
eXpocted chat Curing the curreat dacade and the coming one,

induetry ia Saudi Arabia will usve & new Lace.
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3.B. ngt{gtic:a%hIud.‘;ca;cfe of indu dtriai Development
Praogreac

Groes Lomsetic Produgt“nﬁdh&gn3f:g5u£133q$3q£or:

— -

The petroicum eectur contiau s+l te vecupy the dominant
poeition withi more tham half the Gross Dnmestic Product (GDP}
ot the country gewnermive b it .n 137.-3973. Table-3 seots
Out the etructure aund iuadicates the growth of GUP at curreat
factor coets. It details ovly the leailing components of GDP.

It aleo giver natimates of GNP and National Income.

While attenpts a,e beiny made centinually €6 wvadertake
surveys to impruv.e data duLusces, 1t should be recognized at
the very cutee: Lat the €stimutes aw wet nsut in Table-3 are
Computationa vased or & number of absumprions., The estimates
should de considercd Fepresencative only ty brosd order of
magnitudes. SHSome conciusions asverthelesz, asre unmistakably

iadicated: -

i) The economy has maintsined 2 sieadily high growth
rate, doubiimg the GDP, GNP and National Income

in a short spar of aix Jears,

ii}) The mainetay of 8roOwWth, as well au the priacipal
compcneants uf the natiooal product coantinues to
be the o1l mector. Withis the 011 eeactor, the
mejor shsre ie of extraction of crude 0il and

natural gas - g= distinguieked from refining and

petro~chemical industries.




iii) lanutactnriﬁg botia in o0il ¢ad ADB-0il sectore
Bas kept plauce with the oversll growth 2f ecouomy,
One could r-asonatiy expect a Speedier growth in
this wector in the rear foture. However, the
annual raie of growth ia msnutacturing sector wae
Approximately 134 over thm last five yeere, with

& 8% coatritution in Rataonal output (Grogey Domestic

Product) isn 1970,
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Iasdustry ang Boploymeat:

Dempite the Divsenl x oWMth ol SOOI I0D Catimated ar
275% per annum, ihore i1s g Bllurisne 0 manpowar 18 the
Kingdom, The deassity ¢l popuiation is exiramely 10w,
However, the wmployment .f <3 than 8% of the EruUNK-up
populstion iw magulacturing, minlig and RArry iry aad
utility industrios sgninst A6% aa kpvicalturg, Yisbaing,
livestock and oier spaciflied xura. Activities sabhOWw the

8cope ror increassd fiow of neyY sntrants Lo liidoarey,
Value Adgad:

Tables-4 and £ aiving dats enulymis of valus L TR B
the real contribution of ipdustry, The fopmer Table gives
the positioa maihly in absolute termg, the present gelected

viguificant ratio.

The deta ueed was dravn from a Techno-¢conomic Study
conducted in 1973 by tha Y induetri~) Studies and Development
Centyre baned ou an indusiria. survey covered I induetrial
establisimnents which teprosesnts approximately nalf of the
total estublishments i the country. A it (a shown fiom
the Tabiew the totsl Rruss va.is added spsregated to AppProxi-
mateiy SK 1270 millton. They net value added from weil groups

was of tha order of Sk 1470 malliaons, “ithout the rofineries,

o Ao« = 0 A+t ot st s - ol B9 B TSR S b s} oA man s i\ e e y % —

Y A Government DrRanization conceraed with
Industpris Divelopmernt of Suudai Arebia.
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Roa-metallic mineraly based producte comtributed about 40%
of the total and fo0d aqd beversges 34% of the total. The
two figures in cloen PFrOXirty (11.9 and 1146 per cent) were

for paper products and Printing and cuemicals including

fertilizera.
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Leadingz Grouth radicutors:

Tabl3-6 provides *ayr qo e leuding industrigl grouth
indicators goveriny the perica 'rom 1954 te 1971. Datas

COVeTing previous yeairs wie 40 svauilabdle,

In the last twd coiumns ‘0 Table-6 Lave deen tabulated the
8rowth in .dded valuass 1 the oil mon 041 meaulacturing ssctors,
These nhow 11,0 aag Al-7 per cent “verage annual compound growth
rates durirg the puc:gd 19%3-68 to 2197G-7%, The time eeries
on added value in mLuiee .ude soaputed aad GDP eotimates” are
based on iimites dsta #2¢ have thersfore been relegated in
the Tablo to o BeCORCury preition, I1{ 4g "€CO@ssasy, in order
%0 develop au recsonanbie nactiure of imduetricd growth, to

¢xamine othe: cherectoaristics.

8inco & large part of the materisl ispute of industry
is imported, inparts I industrial oupplies is wxpected to
£ive an is dication of progresl in volume of production, The
rVerage anmual growt) rute botunen 1904-66 and 1969-70 shown

ty thias Charncteristic was oaly <-~6 papr ecent,

InGuatrial preguciion may indirectly reflect in the
ciasumption of imduntrisl fuele, 2z eshown in the Table, the
local consumption of fuels incressnd duriig the said period
by about 18X%. Cement induetry was he second largest manu-
facturing induairy in ius wountry. 7The production of cement

Tose at an sunual ratu of 19X during that periad,




On the inveermen: o capilal furmation front, aimport

of imvestment guodm may be & noewidle indux of growth., The

Srowth rate during the period covered was of the order of
13%,

The foregoing analyeie would show that Aversge anuual

§routh rete in manufacturing industry was shown to be higher

than 10X by all indicees excert the one for imports of industrial

supplies.
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CHAPTBR-3

THBE STRATEGY OF INDUSTRIALIZATION

As & part of the first Development Plan whieh was lamnched
ia 1970, Proj.ctiopo were made of the expected expansioam im the
masufacturing eector excluding oil'raflning, petro-chemicale
and fertilizers. Theuﬁiprojection. were baaed on (i) programmes
under way or in planning stages (ii) possibilities of utiligza-
tion of raw materials and intorned;;to products available, asd

(414) expected growth of demand and prospects of import subeti-

tution.

The main terget to be schieved during the plan perind
for the manufscturing sector is a growth rate of 14% annually.
During the years 1970-1972 miaufacturing sector has achieved
a growth rate of little over tham 13X. Duriang the whole period
between 1960-1971, before the First Planm, the manufacturiag
sector has achieved an average annual growth rate of about 11,6
against 10.6 in pctrolcﬁm refining, 12,3 in crude oil and natural
gee. Por the whole oeonony; 10X average nnnuuljgrouth rates was

achieved throughout the mentioned pefiod.

In the Development Plan the projections were made for

three digit - International Standard Industrial Classificatioae

and were grouped under 12 industrial an-pocfor-. The projected
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programmes is masufacturing iavolved & total capitsl investment

of about SR 305 miilion. The investment whea made would ingrease
the groasa value of Output frum the sector covered »y approximately
S8R 438 millios, Yielding an sdded valse of SR 210 millios anaually,
The imcrease ia output wowld represeat an ennsal cempount growth
rete of abomt 132 psrceat. Ths totsl increase ia inveatment was
estimated at 786%, ia rogw ®Materials consumption at 97% and ia

employment at 40% over the ples period.

The Deveiopment Plan indicated clear cut prioritiee for
the development of sew indeatries. They were deecrived in terms
of a 1iet of epecific projects. During the first taree years of
the Plaa, about §0% of the projects 1isted were either implemented

Or samder constructioa or juet licensed.

Besic Approsgches:
Ia the Development Plan, industrial opportunities and

preepects for iandustrial eXpansion were ideatified by adoptiag

& asmber of approschea. Some of theee are:-

A) By Import Subetitution

B) By Bxpasdiang the size of 1aduotrial waits to enable
them to gravitate towarde optimal eise

C) by diecovering Qppdrttnitico for greater maapower

utilizetion,

D) By backwerd and forwerd iategratioan.




It was realized that it is often necsasary to combine
mOre thsn one phenomens in order to ensure that the identified
opportunities eatiefy, arong othess (o) anstional economic
¢riteris and priorities, (ii) commeccial visbility, (a41)
physicel and technical feasibility, (4iv) comparstive coet
advantage. An indwstrial opportunity highly advantagsous
from one angle might prove extremely disadvantugeous from
snother. Bach imdividual oppertunity had, therefore, to be

svaluated by different criteria,.

3.3 Implementation of Indwetrial Projects:

i I e s R Attt ol

Since induetry started in Saudi Arsbis arouad 195§, the
Goverament was mainly responsible for the implemeatatioan of
Petro-chemicala, Fertilizers, an‘ bseic Metal Induatries -

Noa 01l manufacturing sector wae left completely to the private

sector.

Main projects alrcady establiehed by the Goverament are:-
(4) BSAPCO - a Fertilizer Plant with o Daily Capacity of
1100 tone of ures and 36 tons of crude sulphur (49%
participstion of private sector),
(44) Steel kolling Mill - with an annual capacity of
7 78,000 tone of rods, engles and steel iroa of various
sizes.
(4ii) Two reficeries, one already started production the
other is under ccnstruction.

Mahy other projects are sither in productioa or uader

coastruction.




8.C. BExpor t_Promotion:

Most of Saudi industriee are based mainly te satiefy
locel marxet excopt the pertro-chem:ycal industries, However,
80mes local imdustries have beea tackling the peighbdouriag
marksts successfully, among thoee are: co-fncumury, leather

products aad footwesr, rubber products etec.

Masy other industries ars expanding st preaemt to
emlarge their markets. There is no such duty om exportatioa.

Bxport subeidy ia ugder consideration by the Governmeat,

3¢D  Promoting Bmploymeat:

Due to the shortage of ladour is the couatry, most
imdustries are eatadiished OB capital intensive basds. A
akort run and long run policy Rkaa bsen followed by the Govera-~
Meat to overcome the shortage of ladour. The former is to
deperd on doth Saudi workers amd expatriates (recent gtatistics
SRhow almost SOX of workers are foreigners) to ensurs contineous
Amduetrilizetion. The lactter is to adopt ambitious traiaing
programmes aad remarkable increase in techkmical aad vocatioasl

traising institutes.

3¢3 Trainiag of Local Labow r_aid Manggement:

Over 2000 8audi atudenta were studying is 1973 in overseas
inetitutions of higher sducatios. Thess, along with others to

be aent in future and those receiving higher educetion aad




training in the Kingdom iteelf, would =dd to the existing pool

Of educated and trained Manpower.,

There ie an Engineering College which is an integral
part of the University of Riyadh. 1In Dhahran has been esiab-

lighed a fully equipped Colluge of Petroleum and Minerals.

There are two Vocatiopal and Industrial Institutes,
one in Riyadh and the other in Joddah, There are two techaical
8choole located in Medina and Mofur. These four institutions

have an enrollment of about 700,

Five Vocational Training Ceatres have been eatablished:
at Riyadh in the Ceatral, at Jeddah iu the vestern, at Dammam
in the Bastera, at Suraidab in the Northern and at Al-Jauf in
the Southern Province, By 1871, esome 1760 trainees had already
graduated from the first four centres. At the end of 1971, the

sumber of trainees angd §raduaies were ss foliows:

Trainees Sraduates
Rivadh 342 984
Jeddah 323 316
Dammuan 190 243
Buraidah 133 222
Al-Jaut 68 -
Total 952 1768

|




The enrollment capacrty of thege trainiag centres
would be expanded during the fipet Developmea* Plam, During
the same period eme ceatre at Khamia Mushayt wowld be sstabdlished.
Bach centre would have & Capacity of 350 canéidates and 4t ie
expected that during the Plan periocd some 7000 ¢killed and soemi-
6killed workers would be added to the total labour force. Ia
addition, there would be setablished 6 emaller Coatree with o
capacity of 100 esach at Mecca, Medima, Wadi Al-Dawseser, Al-flaeea,

Ha'il and Ghamed and Zahran Arease.

The trainisg programmes owtliaed above exclude theoe
being plasned by other ageacies such 88 the Induetrial Studiee
and Development Centre and private iadustry ineluding companies
like ARAMCO. Under the labour Regulations, and thoee coaceraing
foreiga capital investmente, it ie obligyatory for certain cate-
gories of establishments to impart organised traianiag to Saudi

nationals.




CHAPTBR-4. INDUSTRIAL POLICIES AND MBASURBS

Saudi Arabiu ie f0)loving 4 %vma trade policy. HRowever

proetection of local iadustries is recognized by way of:-~-
a) Limitiag of imports of competitive producte.

b) Raising cuertome duties on the import of competitive

products. (maximum level of tariffa .» 30%),

Thess privileges come under the Statute for Protection
and Encouragement of Nationsal Induetries issued in 1961.

Other privilegee in the Statute are:-

i) BExemption from Custome Dutiee on imports of machiaes,
tonls, inetruments, epare parts, raw materiale (primary

or .nni-nanutnctnrad}; packiag materiale iacluding

cases and cylinders.

ii) Provisione at nominal rent of land for factories

and for industrial housing.
4i4) Fisancial assistance to industrial enterpriees.

iv) Bxemption from Cuetome Duties and other Taxes on

exports of locally menufactured goode.

The following conditions are to be fulfilled to eecure
the privilegee:-
a} Submit all required information and allow inepection

by the Officimle of the Mianietry of Commerce amd

Induetry.




b) Use the machiener-y amd materiasls for the purpose
and in tue factor!se Pfor which tiLy sxsmptions have

beex graned, and

€¢) Employ only Saudd labourere and techniciane except

to the sxtest approved by the Minietry of Ladowr

and Social Affaire.

Foreign Capital Iavestment_Code

- s e e owm

The regulations aamd SRcouragemeat of foreiga investmeat

&F¢ goveraned by the Foreign Capital Iavestment Code isened ia
1963. Accordiag to the Code, foreignm capital covere monetary
flow-ot capital, financiel amd Commercial papers, machianery
and spere parts, raw materiala saad finiehsd producte, meanes
of tramsportation inventeries, pateats aad trademarks owned

by imdividusle or corporate bodies of hon-Sawdi Rationality,

Isvestment im Fetroluum asd Mimeral projects are 80veraed bdy
séparate comcesaion contracts to be negotiated with the Minietry

of Petroleum and Mineral Resources.

The Foreign Capital which seeks to have the deamefite
from Regulation must be invested in an ecomemic development
project. The Code extesds to eaterprisse with foreign capital
all privileges enjoyed by aatiomal capital usder the Statute
fer Bncouragement ung Protection of Natiosal Induetriss mentioned
adove. It aleo exempts theee induetrial enterorisas from income

tax for a peried of & Yeare from the ceommencement of productioa.




The project however, musl have locaul cepital participa~

tion of a¢t 1lese tham 35 per ceat.

Pratection tharongh Teriffa:

Level of tariflfes in Saudi Arsbia vary between a miaimum
of 8% and & maximum cf J0%. Tariffe is being used for both,
revenue purposs and prote¢ction purpose. In many cases, tariff
has beea ammended {0 protect local iuduetries faced by undue

foreign compotition.

The decieion of amendment should be buswed on a detailed
esudy to be dome 3. matly batween the Minietry of Commerce amd

Iaduwetry aad the Minimtry of Rinance and Natiosal Bconomy.,

The Pevelopment Flan recognises the high petential of

isdustria. develoupment in the Kingdom. It ¢.ivisages a major

contridbution by it to the diversification of the ecomomy.
Towards that end, it spelis out the following ocdbjectives of

imduastrial development:

1) Diversification of economic activities to produce
preponderaat dependence on thé¢ petroleum sector,

lesdisg to a more bslanced economic structure;

II) Regiomally balesced development of industry;
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I1XI) 1Impoert substitution through local production to

serve foreign exchange earnings;

IV) Puller utilization of existing capacity in the

manufacturing sector;

V) Increased productivity through sppeocach to optimal

size of factories and integretion;

VI) Premotion of imterlinkages among industries;

VII) Reduction in the dependence on expatriates through
training in vocational schools and other inetitutions

aad tarough on-the-job traiming.

To promote indusstrialization, the plam provides for

many supportiag messures. These include:

(a) In the field of 0il and mineral development

W SR WML Ges e mee e e s e me e e e e e e e e

1) to increase the sale of petroleum producte,

fertilizers and other petrochemicals;

i1) to announce a clear pricing policy for refined
petroleum producte and natural gas smd to supply

theee to domestic industrial ussre at actual cost;

1ii) to expand the capacity of official and semi-official
agencies to assume reeponeibility for geological
surveys and oxpiorutious performed by foreiga

missions;




iv)

to prumote invadimenty La explusstion end
OAplLOLISLALU O mimectie Ry PNCOHUTERAAE Joreign
mirin; comprule.n snd pgiiozel private capital

to particigate A0 agd venluTes,

(b) To_the €islsd of constraetion industey:

v)

to wmprove p-ocuct:vity spd standserds of the

conetructiaon imndustiry;

(¢) In_the field of publin uwgilities!

vi)

to promote & rursl slectrificstion programme

for ancovraginsg emall scale tudustry;

(d) In_the_ field of transportationa:

vil)

vidd)

ix)

to complete highways liukiug major population
contres, to dmgigs amd underiake congtruction
of mew roads sad tu improve maiatersnce of

existinag roads;

tn expsad the capacity of Jeddad, Dammam and

Jizar porie;

to complete the atudy on railway programme to
determine propey freight rate levels and te
encowrage ioag term contracts for selected

cargo at speciasl cates;

(@) Im_the fielc ol mwipawyr development:

x)

to setablich xew amd to expand the capacity of
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the exieting vocational training and engimeering

ingtitutions;

xi) to encourage and saeeist overseas education and

training of netionals;

xii) to promote on-the-job traimisg of matiomsle in

iadustry.

Bessides the incentives elready mentioasd ia Regulations
for Protection amnd Bacouragement of National Industries aad the
Foreign Capitel Iavestment Code there are eeveral other iacestives
exiet to promote iadustrialization in the Xingdom, they are as

followet~

i« When found in the natiomal interest and ensure larger
ecale and more economic production, ths Goveramsant
takee into consideretion the existing capecity when

liceneing new imdustriml unite.

8¢ The Induetriel Studiee and Development Centre (IS8DC)
hae been established to promote industrial reeserch
and development and to conduct all typee of pre-
iAnveetment etudies on behalf of busimessmen. Besides,
I8DC givee full extension services to mew and opera-

ting industrial enterprieees.

|
|
|
|
|




3.

4.

6o

& Largs numrer 2f waticuvis sre being »ent abroad
&% Governinant *rpravd, D receive Plihier education
and trairnaipg, while epecizl ingtitutions have beesn
eetaicidalied To provide siyginesriog wdecation at

vecationsl traiming.

Preferestisl treatmmit is sccordsd to the locally
produced industrial producte ia the matter or purchases
meade Ly the Goverament. Subject to normal business

ctonsiderations, such ss OF aelivery, preferemtaimi

treatmext up te 310 per cent over compsrable imported

preductas mny bde given by the Governmeat deépartments

i making their purchases €rom incal induetry.

The Goverument has taksn the initiative to establieh
aome key induetiries. fhey have welcowmed participation
of private imvsatore in thowe ¢ntearprises and would
be preparad to aell their imterest ¢ private enter-

prises »t 2 suitahje Brege,

The Couvernment ®LOULAEIS nationm) lodyetry by
entaring into biletwral sgreements with foreign
countries, Ly participation in invernaticonal trade

fuire and exkibitiane and by axchange of trade and

industrial deliigutione.




CHAPTER-:. INSTITUTIONS MU INDUSTRIALIZATION
196G ~ 1973

BROAD STKUCTURE

Industriel development amd regulations in Saudi Arabdia
is primsrily the responsibility of the Miniatry of Commerce
and Industry. In the field of peirolsum and mineral-besed
industries, the responeibility rects mairly with the Minietry
of Petroleum and Minersl Kesourcaes., A Wholly state-owned agency,
established by Royal Decree, the General Petroleum aad Minerals
Organization (PETROMIN) is the principal inetitutional tool iam

this respect.

The Ministry of Commerce and Industry is supported by,
among othere, a General Department of Industry. an Blectricity
Servicee Department, a Department of Companiee, an Office of
Foreign Investments and Committses to consider apyplications for

industrial licences und foreign inveestmenta.

The inetitutional counterpart of PBTROMIN associated
with the Ministry of Commerce and Industry
although in functions baeicaily different-- ie the Industrial

Studies and Development Centre (L8DC),

Plauaing has been accepted by the Government as esseantial
to the orderly and efficient mobilisation and allocation of
resources for the ecomomic developmert of the couatry. Towards
this end the Central Planning Orgamization (CPO) was established
in 1964 replacing ite predecessor, the Supreme Plannimg Board,
Planning units have been formed in the various ministries

and apencies. The following illustrate the fun tions of several




ARotitutions «ui 2Ltices antaciiohed to serve i1nduetrialization

in the ccouatcy.

THE CBNTRAL PLANNING ORGANLZATION

The CPG cunrdinsrtes ani iuxegreates plarning of all sectors
including the irduerrial sector. It also attempts toO monitor
and evaluatse the progrems of various pProgrammes incorporated

uader the couatry's¢ plan. The functivne of the CPO include:

(i) preparimg periodically, reports on the country's

¢CoOnLAY ;

(1) formulating, eudject to tdhe spprovel of the Council

of Ministersa, plund for sconomic development;

(4ii) establisting finsncini cutiayx for projecte approved

by the Cumncil of Ministers;

(iv) conducting econcmic studies and meking necessary

recommen lations,;

(v) aseistin; Mi:ietries aud Uepartmente in the imple-

mentation of develapment plans; and

(vi) providing techanical semrstence to the Goverament
®2 request in epecific arems ot yclicies and

progranmes.

THB INDUSTRIAL STUDIES AND DBVSLOPWENT CENTRB

The Industrial Studies and Devalopment Centre (I8DC)




Was eetabliehed in 1966 aw an independent dody govermed by a

Board of Directors with the Minister of Commerce and Industry

as the Chsirman. The Headquartere of the Centre are located

in Riyadh and it has a Brasch Office in Jeddah. Another ie

to be established in Dammam in 1973,

The 1I8DC wae established:

(1)

(11)

(1i4)

te conduct industrial researche and etudies;

to give advice and consultetion om formulstion
of induetrial policies, plane and programmes

and on the implementation of industrial projecte;

to provide techuical aseistunce to existing indus-
trial entecprises; and to participate with the
Minietry of Commerce and Industry in planaiag,

construction and operation of Industrisl Estates.

GENBRAL PBTROLBUM AND MINEBRAL ORGANIZATION

PBTROMIN was established by the Goverament ia 1963 to

undertake the following functione:

(1)

(11)

(1i1)

implementation and administration of publiec petro-~

leum and mineral projects in the cousntry;

importation, directly ot through agente, of the

mineral needs of the country;

preparation (om its own or through others) of

studies and carrying out of cperations eatrusted

to it by the Goverament, with regard to searchiag
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for, producing refining, purchaeing, eelling,
traaeporting, dietributing and marketing petroleum

" asd minerals at home and abroad,

(iv) establiehing cooperation with private companies
and orgsnizatione for undertaking petroleum or

mineral aetivitiéo, and

(v) eetablishing companies or eaterprises and partieci-

pating ia their capital, at home or abread.
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Besing supported with various experts in most industrial

fislde, the Technical Bureau has the following main functionei=

Industrial Licensing:

Before issuing any induetrial licenses, all liceneing
applications forme along with the feesibility etudiee conducted
by the investore, should be submitted to the Bursau for evalua-

tion on the basie of :-

(1) National Bconomic Benefite
(11) Commercial Viability

(11i) DExieting capabilitiee of eimilar projects.

The fiaal ieeuance eof any license is subjsct to the
recommendations of the Bureau and the approval of the Minister

of Commerce and Imdustry.

Bxemption from Customs Dutiee: -

Well in advance of the arrival of goods, the licensing
factories should submit, a letter of application to the General
Dspartment of Induetry, giving description of the consignment,
nams of exportsr, the country of origin, numbere and datss of
invoicee and quantity and pricee in foreign countriee. The
application should carry an undertaking etating that the goods

would be used for the benafied purprees of the factory.
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Bach application with the supporting documents is to
be checked by the Techmnical Bureau te easure that the goode
to be exempted are withia the capacity licensed by the
Ministry aad eball be uaed for the purpose of imdustrial
preduction according to the Statute for Protectiom and

Bacouragenent of Katidanal Industries.

Bxemptioa decisionse are subject to the recommendatioms

|
of the Techanical Bureau axd the approval of the Minister of 3

Commerce and Industry.
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S8OURCBES OF THHE STUDY

Techne Bcomemic Study - ISNC 1971

Guide fer Industrial Investment in Saudi Arabia - 18DC 1973
Protection of Saudi Iadustry Through Tariffs - ISDC 1973
Statietical Year Book - Ceatral Department of Statiatice 1970,71,72
SAMA Asnual Repert - Saudi Arabian Mometary Agency 1970,1971.

Licensed and Non-Liceamsed Induetry - Misietry of Ceommerce
and Indystry - 1973.

Status fer Bacouragement and Protection ef Natiomal Induetriee -
Kinistry of Commerce aad Induetry - 1961.

Fereign Capital Ianvestment Code - Minietry of Cemmerce amd
Induetry -~ 1966.

Nemo om Foreign Ianveetment in Saudi Arabia - Ministry
of Commerce and Iaduetry - 1973.

Development Ples - Cemntral Planning Orgaaisation - 1970.
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Reunién sobre las estrategias y polfticas de
desarrollo industrisl en pafses pequefios

Viena, 26 - 310 noviembre 1973

ESTRATEGIA Y POLITICAS IE DESARROLLO INTUSTRIAL:
LA EXPERIENCIA DE LA ARABTA SAUDITA, 1950-1972

por
Ahmed S. Twaijri®
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Condiciones previas para la industrializacién

1. La Arabia Saudita ocupa m4s de dos millones de kilémetros cuadrados de la
penfnsula ardbiga, y cuenta sjete millones de habitantes. La tierra es, en su mayor
parte Arida o desértica; y buena parte de la poblacibn es némads. En 1938 se descu-
brieron en la Provincia Oriental “bundantes reservas de petrlleo; y el pafs es

hoy uno de los mayores productores del mundo. A finales del decenio de los afios 50,

8e emprendieron ambiciosos programas de desarrollo en esferas tales como el transporte,
el suninistro de energfa cléctrica y de agra, y la creacién de escuelas Yy hospitales;
¥ hacia finales del decenio de los 60 se habfan el minado 1a mayor parte de las res-
tricciones materiales que 1imitaban la industrializacién. '

2. Gracias a un decidido programa de construccién de carretercs emprendide durante
los afios 60, los principales centros de poblacién est4n ahora unidos entre s{ mediante

carreteras de macadin ¥ servicios de transporte aéreo, lo que permite distribuir

® Director General de Industria del Ministerio de Industria y Comercio de 1a
Arabis Saudita.

l/ El prescnte resumen ha sido preparado por 1= Secrctarfa de la ONUDI bas4ndose
en el trabajo presentado por el autor. Las opiniones que éste expresa no reflejan
necesariamente las de la Secretarfa dc 1a ONUDI. El presente documento no ha
pasado por los servicios de edicidn de la Secretarfa de la ONUDI.
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mincrales no m:tflicos; 14 milloaes, 721 millones

los sectores del -npel ¢ imprentqs‘ﬁ

7. Se espern que ¢l products dol sector monuf ctlurere cuicnte = ruzén de un

4% wucl en loz primeros lios 70, ce 170 . 1372 se gonsiguid ur. tnen de
|
crecimicnto superior -1 1290 L~ iaversifn plonsade en ¢l sootor mnulcturers

para el perfodo dzl Plan de Descrrollo de 1)70-197% usciende - 30 millones de riyals.
Al término dol perfoco 1970-1372 el 50% c¢e loz proyecios rescrindes en el plan o

Lien habfain cuedndo termincdos, o bien s¢  ncontibon en carso do coneiruceibn o

pendientes s8lo de ejecuribn,; por h-her sicde v.. rutorizwdos.

Zstrategls de 1o fuawsiriilizncisn

g, Antes de loo 2¥os¢ immediatamente antzriores -~ 1970, lo estrategia del desarrollo
ge centraba principolmentie en 1~ conetruceidn de 1o infreestiructura m$terinl Vi
social. X1 ~specto de planifisacién iadustriil se atendfn con menor rigor; v el

tipo de nueva indastri. e s¢ eatabluciers en cida ¢80 (uccbr determinndo por los
inversionist~s privados y/o por ¢l Gobiermo. A julcio de éste, 1n funcién que
correspondft a los podores pdblicos ern encar;arse de 1n ejecucidn de determinados

4

provectos prieritirios de los =zectorss correspondientes o la potroquimicn, los
fertilizontes v 1-g indusiri-s metflic.z hieicns. 71 resio de

1 secior munufacturero
se dcejabr 2 1o inicio.iva del scewr priv.do. Sl Gobolerno, qus b vien con igr:do la
participacién de loe inversionistos privodos en muchos de los proyectos de patrocinio
estat-1, tienc por norma estar ciempre ‘fispuesto r. vender su participocién a

inversionistas privados ¢n unn ose uliecior conveniente.

3. in el =zeotual Flin de Des~rrolloe (1970~¥)75) se enurci~n los siguicntes objetivos

de industrializ~ciéns

a) Reducir el gendo en que 1. cconomf: d:l pofs depende del sector petrolero;

b) Lograr, cn cl desarrollo industri:.l, el debido ecuilibrio cntre 1-s
diversas regicnes;

¢) Reducir, mediante 1. i~bricocibn locol, las nccesid.des de importaciéng
d) Utilizar en mnyor medid~ la ctpncidad Tabril cristente;
e) &Slevar la productividad aument.ndo 1. cnpacidad hasta 1o dimensién 8ptima;

T . W D St

% Cambio de 1971: 1,00 d8l-r BT.UU. = 4,5 rir:.ls.
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15. Ademfis dec lom proionmns Ar oop.olinoifn seinluior, h-r atros, en curco de ploni -

Jicnacibn, potrocintden pos digtintos orgonisme ), oor 1~ ‘rndusiri . privoedn 7 per

1les compoif~s potrolerns. Coeorme - los resl moator 1.horales v oo 1ae dizposiciones
refercentes ~ las inversiones dc cmpital ertran)ero, riortos estnblecimientos

estfn obligmdos 2 csi~blucer gorvirios do copacitonifn phrn nacioncles de 1a

Arabia Souditn.
Polfticng v medic

. o

gﬂ}ndus@a}nles

Li
16, L~ Ar-Hi:Scudits sigue unn polfticn ¢ . libre comercic; y ~plicn los aranceles  de
-fuonss  principalueatc como medic do ohicner ingresos. sto no obst.nte, e
pucde proteger o 1.a incdustri~c locnles, deopués de ermminar cadn crso en parbicular,
bicn sen limitando los import .aciones 4 producton sompe Lidores o olevando los

dercchos de ~dnanns, histn un aivel miximo del 305-

Y

17. Los denfs privilegios = que crbo aéogorse concorme ~1 Laibbuty parn le
Proteccién v el Letfimulo de 1o Incustrins Noclonwleg, de 1,74, =son los siguientess:

i) import';cidn libre de (orechos do adunnid nrn 1n U"‘QWJil’le'J"j_gv) los moterialcs de
env.sado y los matericn nrimas, ii) provisibn, » un nivel mfnimo simbélico, de

terranos pore cl eat-blecimiento de  fbriens 7 de wvi—iendos parn emplendos ¢
industritles; 11i) celsiencia inencicrs o 1o empres ot indusirinles; iv) crencién
del pago ¢ derechos de impori.cifn.  Prure tencr dcrecho - roogorie o €8LuS disposiciones
hon de reunirse 1as condiclones ciguicntes: ~) presentar cunts informacién se

requicrs y permitir 1~ inspeecciéin correspoadicntc por nfici~les del Ministerio de
Indusirin v Comerciog b) utiliz.r 1. ac uinaria v omoiering primns pars 1o fines

y en las {&bricas pore loo cuicles se nan concedido las cxcnclionesn; 7 ¢c) cmplenr
dnicrmente a traboj.dores y t&enicos Srmbes sahuditbnz, con excopcién de loo digpensas

que hayo autorizido el Ministerios de Tr<birjo r Asuntos Socinles.

18. Los reglamentos y el alienitv ¢ 1. igversién evtranjern se rigea por cl Cédigo

de Inversiones de Copitnl Exir~njero, prouilg do en 19¢3 (1. inversién or los

proyectos de extraccién d» petrblco o oires miner~les se ricc por contrntos de concesién
geparados, e han de negoclirse con -1 Ministerio el Petrfleo ; Reoursos Minerales) .
En virtud del Cédige se h.cen extensivos ~ lus ompresns con cwpital eviranjero

tolos los privilegios de que Ais. ratn el capitol fociorsl. Tnanbién sc evime » CH.5
empresas industrinles del pugo de impuestos sobre uiilideodes por un nerfodo de

cinco afios, cont.dos 2 pariir de 1 ~ech. de ~omienzy Ge 1. producciénu




19. Ademfz dc camtes inecniivesn, so utiliz.on lence oires wedldss por promaver
1~ 1ndustri~lizoci®s indo s conccds cermioo poet ol Letohleeimicnibo de nuevis
cmpres~z, ¢l Gobicrne lone en cucnim 1o ooancoids? Loislonwe £ 1o neccegidad de
ebtener urs profuceidn en mever coe 1y v ot cecnfnic~, of ne congidern que elln
~ de redund~r on benciicic d» 1~ n.wibn. Purs l-o doaiziclones del Gobiervo,

sc concede trnts prefercnci-l (M~ llegsr = un presis un 10, superior i1 costo

de 1w impori.cicnes) . los productos induxtriiles de wroduceifn loenl. 01 Gobierno

“licnt. © 1o industris nreion:l coicertnds cucrdos bil ierales con pr{ses cryiran-

C

Jeros, particinwndo ca forine 7 exposiciconce: comercinleg intcrmecionales ¢ inter—

jos

67}

cumbinndo visitas do deleg.clones comersi les & indusiri-lec

Los instituciones y 1 industri:.liz.cién

- LIPS S P

1~Tmamt TTdamd vt vt oo 1 Taareaee “and 4 ar Y- i~ ‘ finin~ TMonic: c.
dinlmenle o1 IMinisterio & Indariris Cemercio; 1. Oficins Déenicr de oct

Miristerio ¢s 1 nrincipnl &rgias cne-rgdo dc ~plienr log Cisnosiciones gobre

autorizicidn pors ¢l estiblecimionis do irdustris, concesiones cn materi~ de

derechos de impncticién, cte

21. Secundon ~l Ministeric ¢ Indusipt ; Coriercir on ost~ labor, entre otros
org:nismos, los sigulentes: ua LDoport ments Guncr 1 de Tadusiri:, un Depnri~mento

de Servicios de slectricidad, nn Dopart . mento cc Hmpreres, uno Oficinn de Inversiones
Extranjerns, y diversos conités (o erominn 1.0 suliciiudes de concesién de

permiso parn el establecimiconty de indusirisg < par. lis inversiones de capital

extranjero.

22. Tl Gobierno hu ~ceptndo 1- plasilic wcibn coms elemento csenci~l p.ro 1la movili-
zeeibn y asignocibn ordentdn 7 e’icnz de recarsos ca orden ~l dessrrollo cconémico
del pafs. Con este [in sc ereb cn 19496 1o Orgrnizocifu Central de Pl-nilicacibn,
enc'rgada de coordinar ¢ integrar 1 pl-onilicocidn de todos los scctores de lao
econonfr, Tambidn se han consiituido dupendencins de ploniicacifn en los diversos

ministerios y otros orgnnismos pdblicos.

23, En ol cmpe industri.l, en 19¢5 se ored el Cuntro do ustudio 7 Desarrollo

Industrinles como &rg~nn independicnic rc3ido por unn juni. de directores que

preside el NMinistro de Indusiric + Comercio. Bete Centrs so ceinblecid con las




ierno

n-

101~

1to

tiones

808

finnlidndes siguientes: i) leviat~r cencos indus.riiles 7 ¢ cetunr estudios de
preinversién; ii) zsesorar sohre 1- formuiloridn de Hclfticas. pl-nes ;y progrim.s
industriclesy sohre 1 cjecucifn de proyectos indus iri-les; iii) presior -sistenci
técnicn ~ cmpresas industrinles ro existentss, 7 iv) porticipar, Juntomente

con el Ministerio de Indastri~ v Comercio, en 1o vl-nicicncidn, crnctruceién v explot-~ifr

de parques indusirinles.

24. Tn 1l csfers de los industrin~s bosrdce en ol petrfloo 7 ours minercles, 1o

responsabilidnd princip:l incumbe ~1 Iinisicri~ de Petrfleos y Recursos ilincrcies;

viste un organismo pdblico; 1> Oryaizcifn Genersl del Poirdico v do los Mincrzles

(PE‘I“IK)MIN) ¢ue dirige 1@ l:ber corresponcisnte. L. PDTROMIY fue creacn por el

Gobierno en 1962. Intre sus ‘unciones ciguran 1las de ejecucifn y ~dmianisiracién
de proyectos relacionrdos cen ¢l neirfleo 7 con los minernles on los -uec interviene

»1 scctor pdblico, incluicos los de noturnlezr incustri.l, come son 1o nroducnibn

jc productos pe  roqufmicos y de Tartilizinies.
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RESUME

STRATEGIE ET POLITIQUES DE DEVELOPPEMENT INDUSTRIEL
L'expérience de 1'Arabie Saoudite, 1950—1§L7_1

par
Ahmed S, Twaijrix

conditions préalables 3 1'industrialisation

1. Le territoire de 1'Arabie Saoudite, qui occupe plus de 2 millions de km° de la
péninsule arabique, est en majeure partie constitué par des terres arides ou déser-
tiquee. La population compte 7 millions d'habitants, pour la plupart nomades.
D'importantes réserves de pétrole ont été découvertes en 1938 dans la Province
orientale et 1'Arabie Saoudite est 1'un des principaux producteurs mondiaux de pétrole.
D'ambitieux programmes de développement ont ¢té entrepris & la fin des années 50 dans
leo domaine des transports, de 1'approvisionnement en €lectricits et en eau et de la
construction d'écoles et d'h8piteux; & la fin des annédes 63, la plupart des obstacles

physiques au développement indusiriel étaient €liminés,

_1/ Le présent résumé a ¢t¢ &tabli par le Secrétariat de 1'ONUDI & partir de
1'étude présentée par I, Twaijri. Les opinions exprimces ne reflétent pas nécessai-
rement les vues de 1'ONUDI,

* M. Ahmed S, Twaijri est Directeur général de 1'industrie au Ministére du
commerce et de 1'industrie de 1'Arabie Saocudite,
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2. Gréce & un audacieny Procramue e construstion le rou'es entrepris dang les anneceg

C G
60, un r'seau de routes mecalamic. es relie * prisent les princilpaux rcentres de
. . : . \ . . . 15 e s . tot
peuplement qui cont “falement Cesservic Per “eo lirmes soriennec, La (1utr1but10n,
. B , . ) . La
dans 1'ensemble du pevsy des prouivs o [ tlcaticn locule est done Alsces L'approvi-
. . . . P et
Slonnement en ‘nergie ‘lectricue c'est repidenent amélioré au cours de cette méme
. . . L, o . Sk i res
décennie et les tarife aprlicués au~ vonsommateurs industriels ont et fixés o un
. . . . - la
faible taus: pour ericourager le ‘eveloppenent industriel, L'approvisionnement en eau
) . . R . . ) , de
ne demeure difficile Tue dans quelcues reglons. Mes domaines industriels ort récemment
.y s . R . L . P . N chil
et€ achevés aux abords des trois Principalec villes et 1'on pPrevoit ¢ 'en créer 3
Lo . I
proximité d'autres agglomérations, 44
de
3. Cepeniant, il reste encore quelcuer eitraves ay développement industriel, Pour 21 |
la plupart des proluits le marché ect ‘troit et dicpersé, La majorité 'es industries
sont tributaires des importatiors de matieres premiéres, Certaines industrier 1
. . . N . ge !
(productions de ciment, ce gvpse, de marbre, falrication de bouteilles er verre et de
- . . . - . . . b 1
uriques, produits allmentalres, etc.) utilisent toute*oig des matidres premieres localee

. . . o lar
Un ambitieux programme c'exploitation ~eg ressources mineralec, telles (ue le fer, 1'or, F

. . \ . ) 197(
le cuivre, 1'argent, le zinc, la barvtine, les phosphetes, le kaolin, 1le feldspath, est 1
oy t2
projeté, en

4. La principel obstacle 3 I'intustrialisation ert le pérurie e personnel qualifié,

Pire
G'aﬁministrateurs, de technicien

Bien des postes de directeurs, 5 el d'ouvriers qualifiés

sont encore occupés par deg étrancers,

Cepenlant, le nomuvre Jec établissements d'ensei- 8.
gnement technique et

‘e formatiop profesgion :elle e

t en augmentation et certains en p
établissements sont tenus Ad'organiser (es stagec e formation ; 1'intention e ressor- m'ét

tissants seoudiens,

par

Le ¢
Réalisetions industrielles prio

de 1
5¢ Au cours de ]a période 1960—1971, le volume de 1a production Ay secteur manu-~ a1
facturier a augmente e 11,5 ~ environ par an, TWn 1970, la part Jy secteur pétrolier tiss
dens le produit national hrut (PNB) Acpasssit 5C %, les chiffres correspondants ctant prép
8,5 % environ pour le vecteur manufecturier (2 % environ si 1'en exclut le raffinage du inve
pétrole) et 5 ¢ pour 1'agriculture,
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+ Le nombre les entreprises inductrielles nouvecllec {(pris 7e 12 moiti¢ du nombre
total) est passc ‘e 15 en 1955 % 74 e 1960, 164 en 1955, 292 er 1970 et 37, en 1972,
La plupart des entreprices industrielles @u -avs entrent Asnc lz catégorie dec petites
et moyennec entreprisec et ne penvent subveriiv au'sux Lesecins du marché local, 11
ressort ¢'une enqudte intustrielle faite en 1971 sur 293 établissements industriels que
la valeur ajoutée par 1'encemble Ay secteur marufecturier, soit 1 milliard 268 millions
de rivals, se répartit de la maniéire suivente : inductrie du petrole et industrie
chimique : 1 milliard 97 millions “e riv-ls, proluits alimentaires et boissons :

44 millions de rivals industries es produits min.raux non métalliquee : 88 millions
de riyals: cidérurgie : 14 millions de rivals; industrie du papier et imprimerie :

21 millions de rivals« ,

7. On s'attend & une sugmertation annuelle de 1/ % ‘u volume de la production du
Becteur manufacturier au début des annces TC; le taux de croizsance enregistré de 1970
& 1972 a dépassé 12 %. Let investissements dans le secteur manufacturier prévus gu
Plan de développement (1970-1975) ¢'élévent au total & 305 millions de riyals, FEntre
1970 et 1972, prés de la moitié “er projets inscrits au Plan ont été achevés ou

entrepris, ou ont fait 1'objet d'une autorication d'exécution,

Btratégie 'industrialicetion

8. Avant la [in Jes ann es 60, la stratégie *'industirizlisation Steit axée sur la mise
en place d'une infrastructure matérielle et gociale. La plonification industrielle
n'était pes svstématique et la nature des nouvelles inductiries » créer était déterminde
par les investisseurs privés ou per lec pouvoire publics, ou par les uns et lec autres,

Le gouvernemen® s'estimait avani tout chargd de mettre en oeuvre certains projets
prioritaires dans le domaine de 1'inluctrie pétrochimicue, de 1'industrie des engrais et
de 1'industrie métellurgique Je bese, les outres industries manufacturiires dtant laissées
a 1'initiative du secteur nrivé. Il e favorashlement accueilli la perticipetion d'inves-
tisseurs privéc dans bLeaucoup (e projets 'u secteur public et sa politicue est de se
préparer & céder par la suite, en temps opportun, sa part dans des projets 5 des

investisseurs privés,

* 4,50 rivals = 1 doller des Btats-Unis (en 1971),
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9. Le Plan Ce diveloppemeni su vigueur actuellement, qui -ouvre la pcriode 1970-1975,

énumére les objectifs d'industriclisation suivente ¢

a) Rendre 1'économie moins triiu.:ire Ju eectevr pevrolier;

b) Réaliser un Acveloppament industriel évuilibré sur le plan régional;:

¢) Diminuer les importetions en ¢évelovpant 1o production manufacturiére locale;
d) Utiliser devantare le sapacit: ~u secteur manufacturier;
e) Augmenter l:c procuctivité er nortent le canacité * un niveau optimal;

f) Tavoriser les liaisons irterindustriellec et 1'intépratior des structurees

industirielles;

g) DNendre 1'économie moins tributaire de li main-C 'oeuvre étrangére en dével
la formaiion theorique dane des étahliccemerts d'enseignement et la formation

pratique en courc ''emploi,

10, Lo nouveau plan icentifieit une série e projeis rui ceveient permettre A'atteind
ces objectife, MNanc le mesure cu poesible, chaue projet était évalué d'aprés les
critéres suivants : i) intér&t pour 1'économie nctionale compte tenu des priorités
fixées; 1i) viebilité commercisle; iii) laicabilité phvecinue et technique; iv) avantage

relatif du point e vue (es colts,

11. Cortains grande projets, per exemple “ins le “"omaine ‘es engrais, ont été créés
en vue de 1'exportation, maics le plupert Je: induiiries ne ~“escervent que le marché
local., Cependant, lec exportations vers le: pavs voisins ont été développés avec
succts dans certzinc domainez 1els ue l¢ conliterie, les articles en cuir et les
chaussurec, les articles e ceoulchouc e'c. " 'avtres indusiries envisagent de s'orient
vers 1'exportation et de nouvclle:r mesurec ¢ 'encourrgement le- exportations sont

étudiées nar le gouvernement,

12, L'Arebie Saoudite menque ‘c main-C'ceuvre et les stotistiquee récentes montrent
que plus de lr moitie les travailleurs industriels sont der étrangers. Autrefois, les
industries étcient pour 12 plupsrt . forte intencsité e cepitel, A présent, le gouver-
nement a pour politique c'emplover daventape de main-'oceuvre saoudienne (dc fagon 2
assurer la continuité du processus dtinluct, ialisation)et il & choisi pour y parvenir,

de mettre en oeuvre un vacte programne ‘e [ormation profegsionnelle et technique,
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13, TDes instituts :de formation prolessionnelle et techninue fonctionnent 2éja dans

les cing provinces principales, Inire 1570 et 1975, rces institute Jevraient avoir

formé environ 7 000 treviilleurs qualifiés et spicialinés, Cix nouwveasur centres pouvant
accueillir chacun 100 stagieiver - ront er itre cré’c fone de villes de moindre

importance.

1. En 1972, plus de 2 000 ressorticeants scoudiens pourcuivaient leurs (fuces 2
1'étranger cans Ges (tablissements :'enseignement supérieur. Avec ceur qui étudient
actuellement cCans le pays, il viendront c'ajouter aux spécialister et aux cadres dont
le pays dispose dcjee I'Institui technique fe 1'Universite Ae Riyadh et le Collédge des

pétroles et des minéraux Je Dhahran ont uae répuivation d_jo bien établie.

15. Ces programmes ce formation ne tiennent pas conpte (es programmes prévus par
'autres crganismes par 1'inductrie privée ou per les socidtés pétroliéres, La régle-
mentation du travail et celle qui régit les investicsements étrangers imposent A certains
‘tabliscements de prerdire les memures vouluas pour di gpenscr une formation ~u personnel
local,

Politiques et mesures intéressent 1'inductrie

15, L'Arabie Saoudite applique un» politirue lidérale en metidre de commerce et les
°roits de douane servent surtout I .limenter le trésor public., Il se peut pourtant,
aprés examen de charue cas perticul ier, cue le gouvernement técicde de protécer les

industries locales soit en limitent les importations de produitec concurrents soit en

<lcvent les droite e “ouane (mezimum 30 4),

17, Les sutres priviliges conféres par le ovaiul pour la protectior et l'encouragement

des industries nationales (1961) sont lee suivanic

i) Exon‘ration de droitc ‘e douane pour 1‘importation de machines, de

metéricux ¢ 'emballege el de matitres premiéres;

ii) Location symbulique ce terr-inc pour usines et logements cuvriers; contre

une redevence;
i1i1) Assistence financilre awr entreprives industriellee;

iv) Exonération de droits de dousne 3 1'exportation.
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Pour avoir droit 3 ces privilies, il faul rempli les conlitions suivantes :

a) Tournir tous les rerseignements deman (s el zccepter le contr8le ’*.'inspecteu

21 liinisiire n commerce et de 1" ndustirie;

b)  Utiliser les machiuce ol ies matieres premidres aux fins et dans les usines

pour lescuelles les evon.rzticus oul tte ccecordées:

c) N'emplover cue des traveilleurs et des teclmiciens caoudiens, dans la mesure

ol le Ministere u iravail et ‘es affeires sociales 1'autorise,

18, Les investissements étrangers cont réris par le Cole es investissements étranger:
promulgue en 1963, (Les irvestissemenis coucernant les pétroles et les minerais sont

régis par des controts de concescion specirux /. négocier avec le ilinistére des ressour

péirolidres et minérzles, ) Ce Cole cten] ew: entreprises o participation étransére

tous lec privildzes dont Jouicsent les entreprices rationales. I1 exonére également

ces entreprises ¢ 'imp3: sur le revenu pendant les cing premitres années de production,

19, Un certain nombre # ‘eulires nerures ont et rises pour encourc-er 1'indug~
L)

trialisation, Avant d'autoriser 1'installation e nouvelles ertreprises, le gouver-

istante et e 1~ nécessité de réaliser des

économies '¢chelle =i tel est 1'intér8t du prrce Nans les achais Ay gouvernement, un

treitement préférentiel (echiat » un priz qui peut &tre

nement tient compte e 1a cepacité e

‘e 10 ¢ cupérieur au cofit des

produits importés) ect accords any produits indusiriels de falricetion locale. Le

trie nationele en passant - es accords bilatéraux avec les
parc étrengere, en perticipant . der Toires et & des e::

gouvernement encoursge 1'in'ug

positions commerciales et
internationales et en procécant & deg {changes de “llégations d'hommes dtaffaires et
d'industriels,

Ingtitutions et développement indus*riel

20. L& respon-abilité ce la formulation et de l'epplication de 1a politique de déve-

loppement incustriel incomie esc ntiellemant au I'inictere du commerce et e 1'industrie

ociroi “es licences aux entreprises industrielle
& 1'importation, etc,

ol un Bureau technique est chary¢ de 11

des concessions tari fairea
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21+ Le Ilinistere du commerce el de l'irdugirie ert “id¢ per un certain nombre do

services, notamment wu: Départenent, souéral de l'iu:’_u:ﬁ,rie, un Népartement de 1'élec-

tricit¢, un Département cecr focidtén, un Bureany Ces investissements etranzers el divers

comitée pour 1'étude des denaniec _onceri i’ les licences et les investissements

étrengers,

22+ Le gouvernement a reconny que la planification ¢tait indispensable pour la mobLi-
lisation et la répartition orionnées et efficaces des rescources lisponibles en vue
du développement économicue, I1 a donc créé en 19674 un orzanisme central de planifi-
cation qui a ét¢ chargé de cocrionner et d'intégrer le plenificotion e tous les
cecteurs ce 1'éoonomie, Mes groupes Je planification ont également ét¢ créée au sein
des divers ministires et ingtitutions,

22s TNans le secteur de 1'inlustrie, uwr Centre ‘es études industrielles et de déve~
loppement a ét¢ créc en 1966, en tanw qu'orzanisme autonome dirigé par un conseil
d'adminietration dont 1le président est le Hinistre du commerce et de 1'industrie. Ce
Centre = pour t&che i) de foire des étules industrielles et e préinvestissement;

ii) de donner des avis touchant la formulatior des politiques, des plans et des
programme s industriels ainsi :: 1a mise 8H oeuvre Jes nroijeis industriel s - iii) de
fournir une assistonce technicue au-:- entrenrices industriellesn existantes: iv) de
colleborer avec le Jiinistire du coumerce et ce 1l'industrie en matidre de planification,

d'implantation et ce Tonctionnement “e: comaines industriel s,

24+ Dens le domaire des indusiries du pétrole et decg minéraux, le premier responsable
est le Ministére des ressources pétrolitree et mindrales et ] ‘organisme le plus important
est wn organisue a'Btat, la PRTROMIN (Orga.nisation gnirele des ressources péiroliéres

et minérales) créde en 1962, qui ect chergée notamuent de la mige en oeuvre ot de
1'edministration des projets du secteur public concerncnt le pétrole et les euties
ressources minérales et, en particulier, de tous les projets de ceractore incustriel,

tels que ceux qui concernen® les procuits pétrochimicuer et leg engrais,

- e am e am







