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Decree No. (58) of 28/3/1420

The Council of Ministers,

Having considered the transaction received from the Presidency of the Council
of Ministers, No. (3/14815/R) of 27/10/1419 including the letter of H. E. the
Minister of Planning No. (2011/1) of 4/12/1418 concerning the General
Objectives and Strategic Bases proposed for the Seventh Development Plan
(1420/21 — 1424/25), and

Having considered the aforesaid General Objectives and Strategic Bases, and

Having considered the Council of Minister’s Resolutions No. (142) of
19/11/1413 and No. (29) of 5/2/1416, and

Having considered the Council of Shura’s decree No. (30/34) of 17/9/1419, and

Having considered the recommendations of the General Committee of the
Council of Ministers No. (33) of 10/1/1420,

Hereby Decrees:

Approval of the General Objectives and Strategic Bases of the Seventh
Development Plan (1420/21 — 1424/25) according to the text attached herewith.

Chairman of the Council of Ministers
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OBJECTIVES AND STRATEGIC BASES OF THE
SEVENTH DEVELOPMENT PLAN
(1420/1421 - 1424/1425 A.H.)

OBJECTIVES:

To safeguard Islamic values by duly observing and endeavoring to
confirm and disseminate Allah’s Sharia (God’s Divine Law);

To defend the Faith and the Nation; to uphold the security and
social stability of the Kingdom; and to deepen the values of national
loyalty and belonging;

To improve the services provided to Hajj and Umrah performers so
as to facilitate easy performance of religious rites and support economic
activity;

To provide appropriate tributaries which enable the individual
citizen to become more productive and capable of positive contribution,
and to expand in the provision of basic services to citizens in education,
health and other services along with diversifying the means of finance and
management of such services;

To develop human resources and continually ensure an increasing
supply of manpower; upgrading its efficiency through training to meet the
requirements of the national economy, and replacing non-Saudi
manpower with Saudis;

To promote cultural and informational activities to keep pace with
the Kingdom's development;

To continue to achieve balanced growth throughout all regions of
the Kingdom, and increase their contribution to national development;

To enhance the private sector’s participation in socio-economic
development;

To prepare the national economy to adjust in a more flexible and
efficient manner to economic changes and international developments;

To reduce dependence on the production and export of crude oil as
the main source of national income, and to increase the value added to
crude oil prior to exporting;

To diversify the sources of national income and to expand the
production base of services, industry and agriculture;

To develop mineral resources and to encourage discovery and
utilization thereof;
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To complete infrastructure projects necessary to achieve overall
development, to maintain them and improve their performance and
methods of finance;

To pay attention to science, technology and informatics, and to
encourage research, development and technology endogenization;

To continue to protect the environment against pollution and
develop pertinent systems; and to preserve the natural resources and
conserve the wildlife;

To promote integration among the Gulf Cooperation Council
(GCC) countries and to strengthen the Kingdom’s relations with Arab,
Islamic and friendly countries;
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THE STRATEGIC BASES:

First Basic Strateqic Principle:

Continue to consolidate the presence of a protective defense and security system,
and to further the continuous development of the Kingdom's intrinsic defense
capability.

Second Basic Strategic Principle:

To improve efficiency in the production of services, utilities and products which
the government provides for citizens both directly (such as education, health,
municipal and security services) and indirectly (such as water, electricity,
transportation and basic commaodities) through:

1. Curtailing excessive specifications for construction, operation,
supervision and maintenance of projects along with applying value
engineering principles, reducing total costs and subdividing the
projects.

2. Expanding the use and adaptation of appropriate technology to suit the
characteristics of the national economy in all fields of public services.

3. Developing administrative and financial organization, and reviewing
existing regulations to keep pace with the new developments.

4. Developing mechanisms necessary for measurement of efficiency and
increase of productivity.

Third Basic Strateqic Principle:

Continue the policy of giving the private sector the opportunity to undertake
many economic and social tasks of the government, on condition that this would
result in real benefit in lower costs, better performance and employment
opportunities for Saudi citizens;

This policy may be implemented through:

1. Continuing the implementation of privatization policy while selecting
the most suitable time and preparing appropriate conditions for the
enterprises to be privatized so as to achieve the objectives of
privatization;

2. Accelerating the review of all prevailing regulations related to private
sector activity with the aim of simplifying procedures and removing
obstacles;
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3. Paying attention to domestic tourism industry through encouraging
private investments in this domain;

4. Facilitating procedures related to incorporation of more joint stock
companies.

5. Developing the financial market for trading shares, and providing

opportunity for further national and foreign investments;

6. Encouraging investors to explore and utilize minerals through
providing necessary infrastructure, enhancing the information base
and providing easy-term finance for mining projects;

7. Continuing with the encouragement of cooperative societies as well
as private benevolent institutions to undertake socio-economic
projects such as operation of private sanitoria, hospitals, rehabilitation
centers, clinics, and construction of charitable institutions;

8. Urging commercial banks to extend more credit facilities to
production projects along with placing more emphasis on small
projects;

9. Increasing the efficiency and frequency of programs pertaining to

acquainting the citizens with the investment opportunities available in
the productive sectors;

10.  Enhancing the capabilities of the private sector and enlightening it to
deal with greater flexibility and efficiency with the impacts of
international developments;

11.  Promoting the incorporation of national financial companies for the
investment of funds within the Kingdom;

12.  Improving the competitiveness of national products to face the
Increasing competition with foreign products in national and
international markets:;

13.  Developing the citizens’ sense of saving and creating channels for the
collection and investment of small savings through:

a) Intensifying the role of the information media in
highlighting the importance of saving.

b) Urging commercial banks to establish adequate methods
and systems for collection of small savings.

C) Encouraging the establishment of a “saving bank™ as a
nucleus for more saving banks in the future.

d) Continuing to maintain price stability for protection of
savings.

14.  Providing more channels for attracting the savings of non-Saudis
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residing in the Kingdom;

15.  Encouraging the private sector to increase its investments in the field
of education and training;

16. Encouraging the private sector to effectively participate in the
development of the regions.

Fourth Basic Strategic Principle:

Placing emphasis on the maintenance of the existing infrastructure and keeping
them in a proper operational condition allowing maximum efficiency of
utilization and minimum costs through:

1. Paying particular attention to the costs of maintenance and operation
upon designing of projects and preparing the pertinent economic
feasibility studies;

2. Reducing the costs of maintenance through standardizing
specifications whenever possible and feasible;

3. Including general principles of maintenance as part of the educational
curricula for the post elementary stages, to enable individuals
carryout simple maintenance tasks;

4, Projects must include provisions for necessary future maintenance
and operation programs and their annual cost, and consideration must
be given, during project design, to minimizing maintenance
requirements;

5. Incorporating in maintenance schedules, preventive maintenance
programs based on the life span of the unit or its rate of operation.

Fifth Basic Strateqgic Principle:

Developing voluntary services, inculcating the concept and significance of such
services on the part of the individual citizen, and improving their methods and
performance techniques through:

Encouraging the establishment of specialized voluntary societies
for community development;

Encouraging educational, information, cultural and sports agencies
to exert more effort towards increasing citizens’ awareness on voluntary
services and encouraging their participation therein;

Supporting and developing the research centers to undertake field
studies for diagnosing the motives of voluntary work in the community;

Paying increased attention to the role of women in voluntary
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services in the context of Islamic values, and paving the way for women
to participate in such services;

Stressing the significance of voluntary work in the curricula of
national education (civics) at the various stages of education.

Sixth Basic Strateqgic Principle:

Rationalizing the system of direct subsidies provided by the state on many goods
and services through:

Carrying out an inventory of subsidies granted by the government
for goods and services, developing a schedule for their reduction prior to
their cancellation and replacement by appropriate pricing policies that
take into consideration the status of low income groups, and taking
measures necessary for providing support and subsidies to those who
deserve such subsidies, whenever deem necessary;

Ensuring that all government departments which administer public
services make economic efficiency fundamental to their operations by
adopting the following basic principles:

First: The total cost of producing such services to the Saudi
community should be reduced,;

Second: The prices of such services should not be less than their
production costs.

Third: Remove monopoly and introduce competition whenever
possible.

Seventh Basic Strategic Principle:

Enhancing the utilization of state-owned economic resources, promoting
performance efficiency of related agencies and ensuring that economic
rationality should predominate in their activities along with boosting private
sector participation in this respect through:

1. Considering water as a basic factor and an important determinant of
economic efficiency in government and private sector projects;

2. Continuing the exploration and development of natural resources
such as mineral and marine resources;

3. Achieving horizontal and vertical expansion of the petrochemical
industries, as well as the production of gas and petroleum derivatives,
through the private sector or joint-venture companies;

4. Maximizing the capacity for producing refined petroleum products.
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Eighth Basic Strateqic Principle:

Developing and upgrading the output of the education system in conformity with
Islamic Sharia, the changing needs of the society and the requirements of the
development process through:

1. Making primary education mandatory for all boys and girls;

2. Updating and developing educational curricula and teaching methods,
upgrading the level of teachers and educational aids to meet the
actual needs of the society;

3. Addressing the problems of drop-out at all levels of education;

Placing greater emphasis on scientific and applied research in
universities and research centers;

S. Encouraging the private sector’s participation in expanding the base
of higher education;

6. Directing admission policy in higher education institutions in
conformity with the labor market requirements and limiting
university bursaries to needy students in those fields of specialization
demanded by the labor market;

7. Paying attention to extra-curricular activities at all levels of
education;

8. Ensuring integration and flexibility of all levels and tributaries of
education;

9. Expanding the base of higher education and considering the

possibility of making use of the new patterns such as the “open
university” and “distance learning”.

Ninth Basic Strategic Principle:

Increasing the share of Saudi manpower in total employment of the various
economic sectors, particularly in sectors with high concentration of non-Saudi
manpower as well as expanding the scope of work for women in accordance
with the teachings of Islamic Sharia through:

Generalizing the process of Saudization in the various economic
sectors, particularly in trade sector;

Developing the private employment offices and upgrading their
efficiency in order to ensure their contribution in the employment of
Saudis;

Enhancing the awareness of the citizens on the religious and social
value of work as an important and respectable activity in order to change
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attitudes towards certain occupations and trades which are not acceptable
to some individuals;

Providing labor market information on a regular and orderly basis
to enable the right choices to be made regarding appropriate trades and
occupations;

Continuing to develop suitable means to encourage and urge the
private sector to provide job opportunities for citizens who seek
employment;

Urging the private sector to expand the scope of specialized
training and on-the-job training;

Providing new job opportunities for women in conformity with the
teachings of Islamic Sharia;

Continuing to substitute qualified and trained Saudi manpower for
non-Saudis;

Concentrating labor recruitment from abroad on qualified
personnel.

Continuing to review the labor and laborers regulation articles to
ensure conformity with development requirements in the Kingdom;

Studying the possibility of achieving harmony and integration
between the social insurance and the civil retirement systems.

Tenth Basic Strategic Principle:

Placing attention to the provision of social welfare and health care for the Saudi

society, with particular attention to those in need of such care through:

Providing enhanced maternity and child care in all aspects and at
all levels, including child care programs as well as mother and child
health care;

Ensuring increased attention for the handicapped, introducing
national programs for their rehabilitation and welfare, and facilitating job
opportunities for them;

Giving attention to primary health care, health awareness and
preventive medicine, increasing the effectiveness of preventive and
curative institutions along with expanding the scope of health care
provision for all citizens;

Expanding literacy and adult education programs with the aim of
eliminating illiteracy according to a specific schedule;

Continuing the improvement of the national education (civics)
curriculum;
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Giving more attention to local community programs based on the
effective participation of citizens in the planning and implementation of
local projects.

Eleventh Basic Strateqic Principle:

Achieving balanced development in all regions of the Kingdom and enhancing
their contribution towards overall development through:

Establishing development centers as the basis for regional
development and stimulating investment therein;

Diversifying the economies of the regions through optimal
utilization of their available resources and comparative advantages
thereby enhancing integration among them;

Enhancing the role of the provincial councils in the development
of their affiliated regions;

Twelfth Basic Strateqgic Principle:

Safeguarding and enhancing the natural environment through implementation of
the following policies:

Developing environment protection regulations, safeguarding the
natural characteristics of the environment and reducing desertification;

Protecting and developing the various patterns of wildlife in the
Kingdom;

Continuing to maintain sustained equilibrium with regard to
population distribution and the absorptive capacity of the environment,
while taking into consideration the impacts of population growth and
consumption patterns on the natural resources base.

Thirteenth Basic Strategic Principle:

Adopting a fiscal policy which aims at balancing government revenues and
expenditures through:

Adopting ways and means that aim at reducing government
expenditures and increasing government revenues along with stressing on
the following:

A) Raising performance efficiency in government
agencies;
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B) Reducing government expenditure in  non-
development sectors;
C) Increasing non-oil revenues.

Continuing to adopt policies aimed at keeping inflation at the
lowest possible level.

Developing finance and investment regulations pertaining to
development projects to enable the private sector effectively participate in
this domain;

Restructuring the government agencies and considering the need
for maintaining some of them or the possibility of integrating some
others;

Reducing the budget deficit and decreasing the public debt to
internationally acceptable levels;

Ensuring that programs and projects are prepared in accordance
with the development plan objectives and strategic principles.

Fourteenth Basic Strateqgic Principle:

Establishing a national science and technology base capable of innovating and
inventing as well as adapting technology through the following:

Providing the basic services, infrastructure and systems necessary
for development of science and technology;

Enhancing scientific and technological awareness on the part of
society and the students at all levels of education, along with providing
appropriate incentives in this respect;

Providing opportunities for specialists and researchers to undertake
scientific and technological research;

Encouraging technological invention and development by
individuals and national institutions along with enhancing their innovative
capabilities;

Preparing a national plan that utilizes information and other
technologies to serve knowledge and support economic development;

Encouraging the national industries to establish laboratories for
research and development, and quality control and linkages among them.

Fifteenth Basic Strateqgic Principle:
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Adopting a population policy that takes into consideration quantitative and
qualitative population variables and their geographical distribution, and
enhances the correlation between population variables and economic and social
development, through:

Developing and upgrading the national human resources to meet
the changing needs of the population;

Diversifying the skills of the citizen, increasing his productivity,
and encouraging investment in human development fields;

Conducting demographic studies to determine the present and
future needs of the population, and undertaking periodic statistical
surveys for demographic variables;

Achieving equilibrium between population and development in all
regions of the Kingdom;

Providing more health and social care and preparing the economic
conditions to meet the increasing number of population;

Providing appropriate means to meet the requirements of the
population structure;

Ensuring scrutinized expansion of all public services and facilities
in terms of quality and quantity.

Sixteenth Basic Strateqgic Principle:

Placing emphasis on training and upgrading manpower to raise labor
productivity, thereby achieving optimal utilization of technology and equipment
used in development activities, through:

1. Paying attention to co-operative training and on-the-job training;

2. Giving priority to development of manpower through expansion of
technological and technical education as well as vocational training
programs;

3. Paying attention to the quality of training by concentrating on

advanced technology;

4. Developing means and mechanisms necessary for qualifying and
training of national manpower in collaboration between both public
and private sectors;

5. Ensuring contribution of the private sector in the preparation and
implementation of various training programs.

Seventeenth Basic Strategic Principle:

Concentrating on rationalization as a basis for supporting socio-economic
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development through:

1. Enhancing public awareness, through use of information media, of
the importance and benefits of rationalization in general, and of water
and energy in particular;

2. Continuing to adopt economic and financial methods necessary for
conservation of natural and economic resources;

3. Increased application of advanced technologies for conservation of
critical natural and economic resources and improvement of their
utilization efficiency;

4. Ensuring optimal utilization of existing facilities and services in all
regions of the Kingdom;

5. Continuing to set technical specifications and standards to ensure
Importation of technologies and equipment that utilize critical
economic resources at the maximum level of efficiency.
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1. PLANNING FOR DEVELOPMENT

The steadily rising accumulation of surpluses froinsales since the early 1970s (1390s
H) following the sharp price and production ince=asvhich continued for quite a time,
enabled the Government of the Kingdom of Saudi mrab make a prudent decision to
utilize these surpluses for the development of huarad natural resources through a series
of five-year development plans. Over the past yhyars, six development plans have
been implemented and the Seventh Development Pithrbevimplemented during the
period 1420-1425H (2000-2004).

With respect to planning methodology and approacbomprehensive multi-dimensional
(economic, social and institutional) planning metblogy has been selected comprising
both directive and indicative planning approachéswever, the relative importance of
indicative planning has increased in line with #teady increase of the private sector’s
contribution to socio-economic development, therabgelerating the growth of various
sectors of the economy which, at the start of #netbpment planning process, had been
suffering from the domination of the oil sector assingle source of income, an
undiversified production base, inadequate insohdl and administrative structures, a
weak infrastructure and a shortage of qualifieddsauman resources. The situation now
is quite different. The economic base and sourdeimamme have witnessed a marked
diversification. Infrastructural projects, includirthose of public education and health
services, have been completed. Human resourceshiesvedeveloped sufficiently for the
majority of government jobs to be Saudiized andHgher rates of Saudiization in the
private sector. The Saudi economy is now prepapedeial in a flexible and efficient
manner with local, regional and international depetents, particularly the WTO which
the Kingdom will join shortly.

The following sections provide a brief overviewtbe last six plans and their directions,
priorities, achievements, methods of preparatiahthe changes which took place in their
objectives and approaches.

1.1 DRECTIONS OF PLANNING

The long-term strategic development objectives wérst formulated during the
preparation of the First Development Plan in 139911 (1970). Over the past three
decades, development planning in the Kingdom hagiiged its unique characteristics
whereby each plan has been tailored to adapt tajtireg conditions and to deal flexibly
and efficiently with developments of the comingg&tathereby paving the way for the next
plan. This concept has become the basis for defitine pillars and themes of each
individual plan and for ensuring the continuity @évelopment efforts. Moreover, each
plan has adopted objectives, programs and polibesguarantee substantial development
achievements in each stage. Thus, each individaalgncompassed the basic dimensions
of development which are: (1) theocial dimension, with emphasis on safeguarding
Islamic values, developing manpower and improvimgdocial welfare of citizens through
upgrading the health, education and cultural aspects of their lives; (2) the economic
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dimension, focusing on supporting the economic bdseersifying sources of income,
realizing balanced growth of the various econonreict@'s, seeking optimal utilization of
economic resources and realizing high productivity of human and economic resources; (3)
the institutional dimension, directed at raising the efficiency ovgrnment services by
amending inadequate administrative regulations ankks, restructuring of some
government agencies and establishing new ones deroto enhance government
performance and upgrade productivity of governnagencies entrusted with serving the
economy and society.

Successive development plans have placed on-gonpipasis on these dimensions as a
basic framework for development planning effortus3, over the course of successive
development plans, the Kingdom has realized bathndean, physical, material and social
development as well as improved standards of liangd quality of life of citizens. This
made the development processes acquire their umgeein terms of depth and
comprehensiveness as well as the volume of achewiesmmade over a relatively short
period, while avoiding the adverse consequencedegtlopment experienced by most
other developing countries.

Since the early stages of development planninguttimate goal of development in the
successive plans has been the development of Siéimdns' capabilities, the realization of
their aspirations, meeting their needs and imp@viheir standard of living, while
expanding the development process to cover all@oanand social sectors throughout
the Kingdom. In implementing its development siygiethe Kingdom has depended on
Islamic values and principles, the free enterpsiggem and an open economy policy.

The major strategic objectives of the previous tgveent plans are summarized as
follows:

- To safeguard Islamic values and confirm Allahfe&a.

- To defend the Faith and the Nation; to upholduggcand social stability; and to
deepen the values of national loyalty and belonging

- To improve the standard of living and the quatityife.

- To develop human resources, increase productieityl replace non-Saudi
manpower by qualified Saudis.

- To realize balanced growth throughout all regiohthe Kingdom.

- To diversify the economic base and to reduce midgece on the production and
export of crude oil through development of othetura resources and promotion
of other economic activities.

- To provide a favorable environment for the atitég of the private sector, and to
encourage it to invest and to play a leading noldhé development process.

- To enhance the Kingdom’s position within the glbbconomy, promote economic
integration among the Gulf Cooperation Council (G@0Guntries and strengthen
economic cooperation with other Arab and Islamigntdes.
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Within the context of these objectives, each of past six development plans built
sequentially on the accomplishments of the eapians and laid the foundations for
further achievements in the subsequent stage. Tilet Bevelopment Plan placed
particular emphasis on laying the foundation f& Kingdom's rapid transformation into a
more advanced nation by focusing on the provisioinfeastructure and basic government
services such as water supply and electricity geiwer, along with the expansion of social
programs and the development of Saudi human ressurc

The Second Development Plan was prepared underfanayeable economic conditions as
the Kingdom's oil revenues increased substantili/ to the increase of crude oil prices in
international markets. No financial constraintsniiar to those that had accompanied
the preparation of the First Plan, existed, thusbéng the Second Plan to focus on four
major directions: maximum possible expansion afigport, electricity, water and housing
infrastructure; conservation of hydrocarbon resesirencouragement of energy-intensive
industries; and export of their high value addeatdpcts. This direction was supported by
the establishment of the Royal Commission for Jubad Yanbu with the aim of
providing infrastructure necessary for hydrocarbodustries. On the other hand, the
Second Development Plan placed particular emplogistee development of financial and
administrative policies and regulations in confdgnwith development requirements and
the progress of the national economy, as well @iitéding cooperation between the public
and private sectors in order to realize higher gnonates. To this end, the plan proposed a
set of measures to develop administrative staffanous domains. The fourth direction
concentrated on supporting and encouraging thatersector through the establishment of
specialized credit funds and a series of policied measures supporting private sector
activity.

The preparation of the Third Development Plan ddiedt with a substantial expansion in
the national economy and increased oil revenudsntade the Kingdom a great financial
power through its economic role as the largest dgpoof oil in the world. These
conditions accompanying the preparation of the d'iitfan required adjustments in the
planning directions of the Kingdom towards higheovgth rates in selected areas and
making more efficient use of non-Saudi labor. Ttthe, Third Development Plan focused
on achieving structural changes in the nationalnenty through defining oil and gas
production levels to maintain national resourceentiauing to build hydrocarbon
industries and completing the infrastructural pctge The plan also aimed at supporting
growth factors and development potential in allioeg of the Kingdom along with
enhancing economic and management efficiency througproving administrative
organization and government procedures.

The Fourth Development Plan constituted a new miodedrms of planning methodology
and focus. Methodologically, the plan shifted frantentral planning and projects-based
approach towards the program planning method tlmatidvensure greater flexibility for
government agencies. The plan focused on the aperahd maintenance of projects,
diversification of the production base and restiting the national economy to enable the
private sector play a substantial role in the ectnodevelopment process. The Fourth
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Plan also concentrated on the need to adapt togoigamorld oil market conditions and
certain adverse impacts on the internal and extealance of the Saudi economy through
the adoption of strict macroeconomic managementipsl

During the Fifth Development Plan, the private seetas encouraged to play a greater
developmental role and to increase its participatrosome areas where the government
traditionally provided services, such as some pulnilities and the transport sector. The
Fifth Plan also adopted important developmentatiites such as improving the technical
base in many economic sectors through the use alemotechnologies and their
adaptation to the requirements of the Kingdom. Heweimplementation of the Fifth Plan
was adversely affected — to some extent — by tHe\V@ar (1991) which necessitated some
adjustments in the priorities of government expemds, which in turn, affected private
sector investment. Nevertheless, the Fifth Plafizezhtangible progress in achieving its
objectives.

The Sixth Development Plan was prepared under @axtirsary domestic and global

conditions that prevailed in the aftermath of thalfGNar in addition to the adverse

developments that took place in the world oil maikerecent years. However, the Sixth
Plan endeavored to realize its objectives in paldicthrough boosting the private sector's
role in diversifying the economic base and reductoependence on oil revenues.
Consequently, the Sixth Development Plan stredsed¢ed to realize the following three
objectives:

- Development of human resources through increasiey absorptive capacity of
universities, educational institutions, vocatiotraining and technical colleges, with
due emphasis on the quality and development ofatdarat all education and training
levels in order to meet the requirements of devalamt and the needs of the private
sector.

- Realization of economic efficiency in both publizdaprivate sectors as a prerequisite
for the success of policies to diversify the ecommbase and rationalize government
expenditure.

- Enhancing the role of the private sector and eraging it to invest, and thereby
increase its contribution to the development precdsough policies and regulatory
initiatives, as well as starting the implementatimprivatization programs.

1.2 PRIORITIES OF EXPENDITURE ON DEVELOPMENT

Table (1.1) and Figure (1.1) show the attentioregitay the successive development plans

to expenditures of development agencies. The taidethe figure also show the changing

priorities and areas of focus over the first fivevelopment plans, 1390/91 (1970) to

1414/1415 (1994).

- Average expenditure on infrastructure developneaaming the First and Second
Development Plans reached 41.4 and 49.3 percemeatdgely of the total actual
expenditure of the development agencies, exceealegage expenditure on the
development of economic, human, social and healburces, thus establishing an
integrated base of infrastructure needed to aatelsocio-economic development.
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Table 1.1
Actual Expenditures by Development Agencies
during the First Five Development Plans
1390/91- 1414/15 (1970-1994)

First Plan Second Plan| Third Plan Fourth Plan Fift Plan

SR SR SR SR SR
Billion | (%) | Billion | (%) | Bilion | (%) | Billion | (%) | Billion | (%)

Economic

Resources 95 | 27.7| 973 | 28.0| 192.2| 30.7| 71.2 | 20.4| 34.1 | 10.0
Development

Human

Resources 70 | 206| 51.0 | 14.7| 115.0| 18.4| 115.1| 33.0| 164.6 | 48.0

Development
Social & Health

Development 35 | 103| 276 | 80 | 61.2 | 09.8| 619 | 17.7| 68.0 | 20.0

Infrastructure

Development 141 | 41.4| 171.3| 49.3| 256.8 | 41.1| 100.7 | 28.9| 74.2 | 22.0

Total

34.1 | 100| 347.2 100 6252 100 3489 100 340.9 100

During the Third Development Plan, 41.1 percehtotal actual expenditure of
development agencies was directed towards the etioplof infrastructure related
to the producing sectors, while expenditure on entn resources development
reached 30.7 percent.

During the Fourth and Fifth Development Plans,pkasis was placed on
enhancing the capabilities of the Saudi labor faaoe improving standards of
education, health and social services. Thus, expgadon human resources
development accounted for 33 percent and 48 peredmte social and health
development expenditure reached 17.7 percent armpe2@nt respectively of total
actual expenditure during both plans.

Expenditure on infrastructure continued over flve plans in response to the
growth in demand resulting from population growtimda socio-economic
development. Thus, expenditure on the completionnbhstructure during the
Fourth and Fifth Plans averaged 25.5 percent af tmttual expenditure.

There has been a steady increase in the shamepehditure on human resources
development over the last three plans, which ros@ f18.4 percent of total actual

expenditure on development agencies during thedTiRian to 33 percent during

the Fourth Plan and 48 percent in the Fifth Plaareaby reflecting the increasing

importance of human resources development.
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Figure 1.1: Expenditure by Development Agencies iRrevious Plans
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1.3 Scio-EcoNomIC ACHIEVEMENTS
1.3.1 Economic Growth and Social Stability

In the course of its planning for comprehensiveettgyment throughout six development
plans, the Kingdom has always pursued the macr@aconobjectives of economic
growth, full employment, stable prices and the daoce of sharp fluctuations in economic
activity. The provision of opportunities for all méers of Saudi society to participate in
the development process has been a permanentfgaalaessive Development Plans so as
to avoid any adverse social impacts which may tesoin rapid economic growth and
modernization seen in many developing countriespide the adverse impacts of volatile
global oil markets, the Kingdom has, overall, béeghly successful in realizing these
objectives, as highlighted by the following achieents:

* Real GDP growth averaged 4.34 percent per yeawdsn 1389/90 (1969) and
1419/20 (1999). During the same period, the anratal of growth in the non-oil
sectors averaged 5.22 percent.

* The period 1390/1391-1419/1420 (1970-1999) hanlsharacterized by a gradual
decline in inflation (measured by the consumer eguricdex), whereas average
inflation for the period 1404/1405 — 1415/1416 (49®95), did not exceed 2
percent.

* Average annual inflation during the Sixth Planripd 1415/1416-1419/20
(1995-1999) steadily declined and did not excee?l dercent, mainly due to
effective demand management by the governmentladationalization of public
expenditure. Undoubtedly, low inflation contributés monetary stability and
maintaining the purchasing power of the nationalrency, which is positively
reflected in the standard of living and welfarecttiizens.

* Total Saudi employment has risen from about 1iflion in 1389/90 (1969) to
almost 3.2 million in 1419/20 (1999), or at an aggx annual growth rate of 3.3
percent.

* Per capita income or GDP share of the Saudiaritizas increased from SR 3,750
in 1389/90 (1969) to SR 24,150 in 1419/20 (1999).

1.3.2 Raising the Standard of Living and Improvingthe Quality of Life

Over the past thirty years, the successive five-geaelopment plans have focussed on
raising the standard of living and improving thealify of life for the Saudi citizens. The
following indicators reflect the most significantc@mplishments made in some relevant
domains:

* Life expectancy at birth in 1418/19 (1998) avexdgrl.4 years compared to 54
years in 1389/90 (1969), reflecting the dramatipriovement in the standard of
living and easy access to high quality health sexsui

* Private consumption of goods and services in taongprices of 1414/15 (1994) has
risen at an average annual rate of 7.68 perceningluhe period 1389/90
(1969)-1419/20 (1999).
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* The number of physicians in the Kingdom has rifem 1,172 in 1389/90 (1969)
to 30,281 in 1418/19 (1998), while the number oépital beds has grown from
9,039 to 45,032 over the same period.

* Soft loans provided by the Real Estate Developntemd (REDF), amounting to
SR 124 billion since its establishment in 1394 @Q97p to 1419/1420 (1999), have
made high quality housing affordable to about 50@,8audi families.

* Payments from the regular social security systenounted to more than SR 2.5
billion in 1418/19 (1998) compared to SR 39.4 railliin 1389/90 (1969), while
payments to people in need of temporary assisteeazghed SR 450 million in the
same year. These social systems, together with rgoent food production
subsidies, have provided protection for affectedugs during periods of rapid
economic transition.

1.3.3 Development of Human Resources

International experience in the field of socio-emmic development clearly demonstrates
that the ultimate source of a nation's wealth iasmggly lies in its human resources and the
productive skills of its labor force, or in its “man capital’. Recognizing this trend from
the onset of development planning, the Kingdomicassive plans have given greater
attention to human resources development throughtimmus support of primary,
intermediate, secondary and higher education, dsawef technical education, vocational
training, and pre-service and in-service trainifige result has been a great increase in the
productive employment of Saudi citizens and a staguhrading of the skill levels and
occupational achievements of the Saudi labor fofte following indicators reflect the
major achievements in the field of human resouder®lopment:

* Eight universities, 35 girls’ colleges, 12 teclwogical colleges, 68 technical
education institutes and vocational training cexntdr082 secondary schools, 5,896
intermediate schools and 12,196 primary school lieen established during the
last thirty years.

* Graduates (male & female) of secondary level eased from 3,745 in 1389/90
(1969) to more than 165,000 in 1419/20 (1999).

* Graduates of technical education and vocatiorahing increased from 417 in
1389/90 (1969) to 13,832 in 1419/20 (1999).

* Enroliment in all educational institutions incessl from around 600,000 in

1389/90 (1969) to about 4,748,000 students (mafergale) in 1419/20 (1999), or
at an average annual growth rate of 7 percent.

1.3.4 Diversifying the Economic Base

Successive development plans paid persistent iattettt diversifying the economic base
and reducing dependence on the production and eaporude oil, which is a depletable
resource and is subject to fluctuations of the @varhrkets. Significant achievements have
been made in the area of economic diversificatiweiuding — inter alia — the following:
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* Non-oil GDP increased more than fivefold duringetperiod 1389/90-1419/20
(1969-1999). The percentage contribution of norsedtors to GDP increased from
52 percent to 68.4 percent, during the same peabdpnstant prices of 1414/15
(1994).

* The value of non-oil merchandise exports haverrifrom almost nothing in
1389/90 (1969) to about SR 397 billion in 1419/2®99) representing 18.6
percent of total merchandise exports, at curraoepr

* The contribution of non-oil revenues to total gorment revenues increased from
11.5 percent in 1390/91 (1970) to over 24 percernt416/17 (1996) and to 34.3
percent in 1419/20 (1999).

* The value added of manufacturing industries ge¢van average annual rate of 7.4
percent over the period 1390/91-1419/20 (1970-199@)) the contribution of this
sector to GDP increased from 2.1 percent to 5 péxhgring the same period.

* The value of agricultural production increasednfr SR 4.4 billion in 1390/91
(1970) to SR 35.8 billion in 1419/20 (1999).

* Agricultural  production increased about threefoldover the period
1404/1405-1418/1419 (1984-1998), with a trend tolwathe production of high
value added products where the Kingdom enjoys coatipa advantages. Over the
same period, agricultural subsidies decreased bge rtittan 75 percent. These
developments illustrate the radical structural geamade in the agricultural sector
during these years, thus enabling the Kingdom tbieae the objectives of
economic growth and diversification of the econorb&se while rationalizing
government expenditures at the same time.

* The number of factories operating in the Kingdorreased from 199 with total
investments of SR 2.8 billion in 1390/91 (1970) 3d23 factories with total
investments of SR 230 billion in 1419/20 (1999).

1.3.5 Strengthening the Role of the Private Sector

From the outset of development planning in the Komg, the adoption of free market

principles ensured that the private sector washddd to be a main focus of economic
activity. Although the increases in oil revenueghe first three plan periods necessarily
accorded to the government the leading role in iggidand stimulating economic

development, the investment and the rapid trangfbam of financial resources into

productive physical assets during this period aé&spiired the active participation of the
private sector in undertaking the necessary coctsbrny operation and maintenance of
these assets.

The government has used a wide range of finanolragulatory measures to encourage
the private sector to engage in joint ventures Jdieign firms and to invest in new
capacities using the latest available capital-isitentechnology, mainly in agriculture and
industry. As a result, the number of private sectimpanies has risen rapidly, along with
the volume of private investments in fixed assetd the range of private manufacturing
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activity. Moreover, the private sector's dependence government expenditure has
decreased significantly. The growing maturity oé tbrivate sector and its resilience to
declining government expenditure are evident inftllewing indicators:

* Private sector production increased by an aveeageial rate of 5.6 percent over
the period 1389/90 - 1419/20 (1969-1999), surpassite 4.3 percent average
annual growth rate of GDP during the same period.

* The private sector’s contribution to GDP and t@nsoil GDP amounted to 50.6
percent and 74 percent respectively in 1419/20 9198t constant prices of
1414/15 (1994).

* Annual private investment rose from SR 1 billion1390/91 (1970) to about SR
78.6 billion in 1419/20 (1999), thus bringing thentribution of the private sector
to fixed capital formation to 67.3 percent at catrgrices.

1.3.6 Development and Maintenance of Infrastructus

The present infrastructural network in the Kingdmpresents one of the most prominent
achievements of development planning over the thsty years. This network is
comparable, in terms of quality and capacity, viitternational standards and provides a
solid foundation for future economic and social elepment in the Kingdom. The
following indicators illustrate the quantitativeasiges in this regard:

* The paved road network grew from 8,000 kilometierd389/90 (1969) to about
45,400 kilometers in 1419/20 (1999). A high quatitad network now connects all
cities and most of the villages. This extensivemogk provides a strong base for
the balanced growth of economic activity in allice of the Kingdom;

* The Kingdom now has 25 modern airports, includthgee international airports
capable of accommodating the most advanced typesrafft. This high-quality
air transport network ensures swift connectionsvben all main cities;

* Electricity generating capacity increased fron# 3degawatts in 1389/90 (1969) to
20,266 megawatts in 1418/19 (1998) at an averageahrgrowth rate of 15.7
percent;

* Desalination plants’ capacity increased from 0®4cubic meters per day in
1389/90 (1969) to about 2.2 million cubic meters gy in 1419/20 (1999), at an
average annual growth rate of over 16.7 percent;

The large-scale construction of infrastructure iedrrout through the six development
plans has supported the rapid economic and soev@ldpment of the Kingdom. However,

the high demand resulting from a rapidly growingplation has increased the need to
expand the Kingdom's physical infrastructure.
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1.4 PLAN MANAGEMENT AND |MPLEMENTATION
1.4.1 The Planning System

The Kingdom adopts an integrated planning methagolevhich comprises both directive
and indicative approaches, in realizing the aspimat of its development process. The
five-year plans which provide guidelines for theogesses of plan implementation,
represent the general framework for economic armakaevelopment. The planning
system in the Kingdom undertakes four major fumgio

* Preparation of a long-term vision for the directiof the development process.

* Preparation of a regulatory framework for cooation of development efforts of
both public and private sectors.

* Allocation of government resources according tbe t priorities of the
socioeconomic development plan.

* Support for macroeconomic management through ogderi reviews of the
development plans’ policies and programs and asssdsof their impacts and
outputs.

The five-year plans are prepared according to teee@l Objectives and Strategic Bases
approved by the Consultative (Shoura) Council dred@ouncil of Ministers. The major
elements of planning comprise the following:

- Plan Document: It includes the quantitative and qualitative obijes of the plan
and the executive policies needed to achieve thsmell as the programs and key
issues at the national and sectoral levels of toa@my for a span of five years. It
represents a link in the series of the long-tersiovi of the development process.

- Operation Plan: It is a detailed plan for individual governmenteagies, which
comprises the objectives, policies and targetdyses of the needs, key issues and
programs and identifies the financial and humaoue=e requirements.

- Regional Reports: They describe the socioeconomic conditions, thatesjic
alternatives and the future development needseofabions.

- Follow-up Reports: These reports are prepared by the Ministry orgalae basis,
and they represent an important aspect of plananthdevelopment management.
Through such reports, performance is monitorecesssxl and reviewed.

Although the Ministry of Planning plays the keyeaih the process of preparing and
coordinating all sectoral plans at the nationaklewther government agencies and the
private sector contribute effectively to variouages of the plan preparation.
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1.4.2 Planning Methodology

The planning methodology includes the following melements:

* Planning approaches which comprise appropriatethous, policies and
mechanisms required for achievement of the plaaabives.

* The planning process which takes place with thdigipation and coordination of
other government agencies with the aim of reactangnified concept about
development policies and the priorities of develeptprograms in various sectors.

* Technical tools of planning including informatidrases and economic models as
well as data provided by field surveys.

The successive development plans witnessed signifidevelopments regarding planning
approaches. The first evolution is reflected in #iéft in orientation from projects to

sectoral programs with the aim of concentratingtio® main outcomes and providing
sufficient financial flexibility for government delopment agencies.

The second evolution concentrated on the econowiicigs, measures and instruments
that ensure realization of the comprehensive cdndeestment, production and
organization) of economic efficiency.

The third evolution expanded the planning apprdacimclude indicative planning for the
private sector in addition to directive planning fine public sector. In the indicative
planning approach, appropriate policies and alteres are defined to prepare a favorable
investment climate for the private sector. Thisletion in the planning approach reflects
the growing attention given to the role of the ptev sector in boosting economic
development.

The fourth evolution in the planning approach hasrbcharacterized by the increased
attention given to the spatial dimension of the el@gment plans through the use of
analytical and statistical tools for realizing balad development among the various
regions of the Kingdom. This shift has been in hamnwith the progress of the national
economy with the issue of development in the Kingtdovarious regions receiving greater
attention in the planning process.

The following three elements comprise the planmmegghodology in the Seventh Plan:

* Strategic_Planning: Strategic planning provides a guide to the expkdétéure
growth paths. However, such planning requires pgioai of a favorable
environment for realizing sustainable developmesmirations in the long run. In
this context, the third chapter of the Seventh Rlaoument provides a long-term
perspective for the Saudi economy comprising aegjia vision consistent with
long-term economic and financial policies as a rexfee on which sectoral
investment decisions can be based.

* Indicative Planning: Indicative planning aims mainly at encouraging atév
sector participation in achieving the plan objessiwithout prejudicing the private
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investment objective of profit maximization. Thusgdicative planning guides
economic policies (fiscal, monetary, trade and taimarket policies) towards the
creation of a favorable climate for private investiy while reviewing relevant
rules and regulations with a view to streamlininggedures and enabling the
private sector to operate in a more free and flexianner.

This planning approach has become more importaetause of various
developments and changes at domestic, regional iatetnational levels,
particularly the trends of globalization and prization. Ensuring an appropriate
economic environment and an adequate institutimahework for private sector
activities is one of the most important directiarfsthe Seventh Plan. Thus, the
Plan encompasses an integrated set of measuresotitatue to enable the private
sector to perform many social and economic tasksipusly undertaken by
government, provided that such measures shouldt iesactual benefits in terms
of cost reductions, improved performance and enmpént of Saudi citizens.

Directive Planning: Directive planning uses the operational plans mfeghnment
agencies as methodological tools for implementimgrtprograms and ensuring
their participation in realizing the objectives astthtegic bases of the development
plan, by applying economic and social policies giesd to achieve the planned
growth targets at macro and sectoral levels andatienal utilization of economic
resources.

Directive planning played an important role in decating the economic and social
development process during the first three plarswvéver, the subsequent plans
adopted both directive and indicative planning apphes due to the increasing
role of the private sector and its participation aapartner in the development
process.

Technical Instruments of Planning: An integrated system of econometric
models has been developed comprising four corctlatedels. These models are:

- "Century Model", for long-term perspectives relevant for analyzirepnds
of economic resources as well as long-term forscadt demand for
non-Saudi labor under various growth rate assumgtio

- "Selection Model", for medium-term forecasts that help to identifiopties
of development planning and analysis of implicagioof various policy
options.

- "Implementation Model", for short-term forecasts related to follow-up of
the plan implementation and identifying sectorahtts.

- "Oil Model" , for projection of oil revenues and the preparatb alternative
scenarios for world oil markets-related forecasts.

The “Selection Model” and the “Oil Model” have beersed in the Seventh Plan
preparation. The “Century Model” will be used inettpreparation of a long-term
perspective for the development of the Saudi ecgnasnwell as the long-term plan. The
“Implementation Model” will be used for follow-umd implementation of this plan.
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1.4.3 Coordination between the Five-Year Plan and nual State Budgets

A close linkage between the plan and the preparatidhe annual state budgets is crucial
to the success of the plan implementation procéks. Seventh Plan emphasizes the
significance of linking budget chapter allocatiomith the objectives and priorities stated

in the plan document and the programs and projecksded in the operational plans. The

plan also affirms the importance of commitmenthe plan objectives and strategic bases
in monitoring the programs and projects.

1.4.4 Management of Plan Implementation

The management of plan implementation is an impogart of the planning system and
directly affects the realization of the plan obiees. In light of rapid developments and the
inevitability of integrating within the global ecomic system with its various dimensions
and variables, the coming development stage rexjfumther emphasis on evaluating the
effectiveness of policies in realizing the soci@mamic objectives within the priorities
specified in the plan, along with placing particudanphasis on evaluating the quality of
public services and performance efficiency in thelementation of programs. To this end,
work will continue during the Seventh Plan periadformulating a series of criteria for
measuring actual performance at both macro andrsédevels. The most important
measures for managing the plan implementation afell@ws:

1.4.4.1 Follow-up and Evaluation

The Ministry of Planning monitors the plan implerteion process annually in
collaboration with agencies concerned and accorttingertain regulatory resolutions and
rules. The completion of this follow-up processegrates both macroeconomic and
sectoral levels through specific data collectiod @anocessing, and by reproducing these
data in the form of information and indicators thigve the following:

* Ensuring the implementation process is in accocgavith the plan objectives.

* Addressing bottlenecks and other deviations frplan objectives, or difficulties
that emerge during the implementation process,nuigfi the nature of such
difficulties, identifying their causes and developimeasures to overcome these
difficulties.

* Carrying out detailed study and diagnosis of seetonomic conditions to derive
the most significant information and data to bedus® inputs for the next plan.

1.4.4.2 Coordination with the Private Sector

In light of the trend in government support to grévate sector through encouraging its
entry into new economic activities and the remowdl obstacles that impede its
development, the Seventh Plan reaffirms the needyfeater coordination between the
government and private sector through: improvedityuand dissemination of reliable
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information and analyses about national economidop®mance, the organization of
meetings, conferences and symposia, and the pteparaef studies about investment
opportunities by the universities, research centetser government agencies or the
Council of Saudi Chambers of Commerce and Industry.

The plan anticipates an increasingly important réde the private sector in the
development process in the future, as free markbtigs and the provision of various
incentives and facilities for the private sectorkenghe Saudi economy more attractive for
domestic and foreign investments.

1.4.4.3 Databases and Information Systems

The Ministry of Planning is developing databased arformation systems in order to
enhance management and follow up of plan activittes also improving the quality and
scope of socioeconomic data necessary for effeglimening, in cooperation with related
agencies. Similarly, the development agencies @eagthening their own data bases and
management information systems to meet the neeplsuoimplementation and follow up,
as well as providing the Ministry of Planning witlata and information needed for the
monitoring and evaluation processes.
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CHAPTER TWO

Soclo-EcoNomIC DEVELOPMENTS
DURING THE SIXTH PLAN



58



59

2. SOclo-EcoNoMIC DEVELOPMENTS DURING THE SIXTH PLAN

2.1 OVERVIEW

The Sixth Development Plan was implemented in aviremment of rapidly changing
conditions in the international economy, which presd great challenges for the national
economy and affected some key Plan targets. Affiteee consecutive years of
accelerating economic growth in 1414/15-1417/18419997), the decline in global oil
prices by about 38 percent during the fourth yddhe plan 1418/19 (1998) affected both
the government budget and the balance of paymeéhtss, the Government implemented
measures during 1419/20 (1999) to rationalize edip@res and raise non-oil revenues and
other structural reforms to mitigate the impacttleése developments. These measures,
together with steps aimed at improving oil pricestiee international markets, significantly
mitigated the impacts on the economy of the weailgail markets.

Despite these unfavorable developments duringdbgh and fifth years of the Plan, the
performance of the Kingdom’s economy during thettfSRevelopment Plan demonstrates
the coming to maturity of a private sector whichs H@ecome more independent of
Government expenditures and shows resilience dgaiverse international economic and
financial conditions. Significant progress wasoatsade on Saudiization and in creating
job opportunities for the growing Saudi labor farc&he rapid advances of education,
training, health and social services sectors caetin as funding for priority sectors was
provided, despite the strained revenue situatisratds the end of the Plan.

The high degree of stability in consumer prices tedvalue of the Saudi Riyal, which has
characterized the Kingdom over the past two degadestinued during the Sixth
Development Plan, as the inflation rate remainddvb.1 percent per annum on average,
which was well below international inflation rat@ger this period.

2.2 OBJECTIVES OF THE SIXTH DEVELOPMENT PLAN

The Council of Ministers’ resolution No. 142 date@11/1413 identified the following 13
objectives for the Sixth Plan:

* To safeguard Islamic values by duly observingssdminating and confirming
Allah’s Sharia (God’s Divine Law).

* To defend the Faith and the Nation and to upllo&dsecurity and social stability of
the Kingdom.

* To form the productive national citizen througlopiding him with the appropriate
means and sources of income, and ascertaining\Wwerd on the basis of his work.

* To develop human resources and continually ensureincreasing supply of
manpower; upgrading its efficiency sufficiently toeet the requirements of the
national economy, and replacing non-Saudi manpaeviterSaudis.

* To achieve balanced growth throughout all regiohthe Kingdom.
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To continue encouraging private sector partidgggat in  socio-economic
development.

To reduce dependence on the production and expa@rude oil as the main source
of national income.

To continue restructuring the Kingdom’s economyrough continuing
diversification of the economic base.

To develop mineral resources and to encouragsdesy and utilization thereof.

To concentrate on qualitative development of adiyeexisting utilities and facilities
by improving their level of performance.

To complete infrastructure projects necessamgdaeve overall development.

To promote scientific activity and to raise culiliand information standards to
keep pace with the Kingdom’s development.

To achieve economic and social integration amtregGulf Cooperation Council
(GCC) countries, and to support economic coopearatuith Arab, Islamic and
other friendly nations.

RRIORITIES AND CENTRAL THEMES OF THE SIXTH PLAN

The Sixth Development Plan identified the followipigorities:

*

To continue supporting and enhancing the on-gaiegelopment of the Kingdom’s
own defense capabilities, and to deepen citizenslty and sense of belonging.

To rationalize government expenditure and make thational economy more
dependent on private sector activities.

To adopt the necessary measures for addressengahstraints which impede the
development and employment of Saudi human resaurces

To continue the expansion and maintenance oéstfuctural facilities in line with
the increased demand resulting from growth of pagporh and settlements.

Guided by these priorities, emphasis was put oeetlwentral themes in the Sixth Plan.
These are:

Development and Utilization of Saudi Human Resource

The Plan concentrated on policies and programsdaahéraining Saudi human resources,
preparing them for work, providing them with appriiafe job opportunities and raising the
level of their productivity. The Plan included tatg for replacement of non-Saudis with
Saudis in both public and private sectors, as a®lpolicies for encouraging the private
sector to provide more job opportunities for Saudis
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Economic Efficiency

The Sixth Development Plan concentrated on enhgremonomic efficiency in both the
public and private sectors, particularly investmgmbduction and organization efficiency,
as a prerequisite for the success of privatizaposgrams and policies to diversify the
economic base and rationalize government expeiditur

Strengthening the Private Sector’s Role in the Nadinal Economy

The Plan included regulatory measures and polimesxpand private sector activities,
including increased utilization of private capital financing some government activities
and studying the feasibility of gradually transfiegr ownership and management of some
business-oriented government activities to the gpeivsector according to particular
privatization models that would be suitable for ditions of the Kingdom and that would
bring real benefits to the national economy.

2.4 PERFORMANCE OF THE NATIONAL EcoNomy

To monitor national economic progress during thettSDevelopment Plan quantitative
and qualitative indicators have been developed hwhatch the plan’s major themes and
the type of activities undertaken by related ageshand sectors.

The following section reviews national economic fpanance during the Sixth Plan
according to the themes and priorities identifiebove and the most significant
developments in the state budget, the financiatoseinflation, foreign trade and the
balance of payments.

2.4.1 Development and Utilization of Human Resouree

Civilian employment grew during the Sixth Developih@®lan despite the slow-down in
economic activity during the last two years of tR&an. Total civilian employment
increased at an average annual rate of about 2memehile Saudi employment increased
by about 628,100, or an average annual rate opdréent, from 2.54 million workers at
the beginning of the Plan to 3.17 million by thelerf the Plan (Table 2.1). The increase in
the percentage of Saudis in total employment indgaignificant progress in meeting the
targets of the Saudiization program laid out in$ine¢h Development Plan.

The services sectors, particularly personal and noonity services (which includes
household maids and drivers) and government ananasoial services, contributed about
two thirds of the total employment increase dutimg Sixth Development Plan, growing at
an average annual rate of 2.3 percent. Employmmetita producing sectors increased by
an annual rate of 1.5 percent. Employment in theegunent sector during the Sixth
Development Plan grew at an average annual rate8qdercent.
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Table 2.1
Civilian Employment during the Sixth Development Pan
(Thousand)
1414/15 1419/20 Cumulative Average
change annual growth

(1994)  (1999) 9 ol 5
1. Producing Sectors: 2107.0 2273.3 166.3 15
- Agriculture 500.9 557.9 57.0 2.2
- Manufacturing 530.9 589.0 58.1 2.1
- Other producing sectors 1075.2 1126.4 51.2 0.9
2. Services Sectors: 4289.8 4804.1 514.3 2.3
- Private 3429.5 3887.9 458.4 25
- Government 860.3 916.2 55.9 1.3
Total Non-oil sectors 6396.8 7077.4 680.6 2.0
3. Crude oil and gas 93.1 98.9 5.8 1.2
Total 6489.9 7176.3 686.4 2.0
Of which:
- Saudi 2544.8 3172.9 628.1 4.5
- Non-Saudi 3945.1 4003.4 58.3 0.3

2.4.2 Economic Efficiency

During the Sixth Development Plan, economic efficig and performance standards
improved in some producing and services sectodessribed below:

Producing Sectors

- Some private sector establishments improved #gnomic efficiency, while the
Saudi Arabian Basic Industries Company (SABIC) acbd almost 100 percent
capacity utilization in its production plants in18719 (1998). Revenues per worker
also increased to about SR 1.7 million in the tlyeedr of the Plan compared to SR.
1.5 million at the beginning of the Plan, or anrease of 13.3 percent.

- Productivity in the electricity sector continutx progress favorably with tangible
improvement experienced by all indicators. Subseslper worker increased from
104 at the beginning of the Plan to 117 in 1418M%98), at an average annual
growth rate of 3 percent. The volume of electrig@jes per worker also increased
from 3043 MWH to 3477 MWH over this period, at areeage annual growth rate
of 3.4 percent. Moreover, the peak load per woikereased during the same
period, from 643.8 KW to 746.2 KW, at an averagauah growth rate of 3.8
percent. This improved productivity was reflected the cost of electricity
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production.
Services Sectors

- The operational efficiency of transport sectoerages improved during the Sixth
Development Plan, with SAUDIA’s seat load factocrigasing from 62 percent in
1414/15 (1994) to 64 percent in 1418/19 (1998), labdr productivity rising from
228,000 available ton kilometers to 231,300 dutimg same period. Operational
performance of the ports improved remarkably, wdmployee productivity
increasing by 7 percent during the period 1414/4%8119 (1994-1998) and
revenues per ton of freight handled increasing Iy g&rcent. The rate of
operational costs covered by direct revenues irStngdi railroads increased from
52 percent in 1414/15 (1994) to 68 percent in 1¥48/1998) and employee
productivity in the field of passenger and freigkeffic increased by 60 percent
from 258,000 (ton + passengers) kilometers in 1¥8.4/1994) to 412,000 in
1418/19 (1998).

- Productivity of the telecommunications sector ioyed markedly during the Sixth
Development Plan, with employee productivity reaghi7.2 employees per
thousand working lines in the middle of the lasaryef the plan 1419/20 (1999)
compared to 13 employees per thousand lines digpmning of the Plan 1415/16
(1995). With respect to postal services, the rdtenail delivered within 24-48
hours increased from 14 percent by the end of tiie Bevelopment Plan to 28
percent by the end of the Sixth Development Pldre mumber of postal items
handled per employee also increased from 117,00@14/15 (1994) to 124,500 in
1418/19 (1998) or an increase of 6.4 percent, anexpected to reach 125,000
items in the last year of the plan 1419/20 (1999).

2.4.3 Strengthening the Role of the Private Sector

Practical steps were taken during the Sixth Devalqt Plan period to enhance the
general direction towards privatization, as refecin the issuance of the Council of
Ministers’ Resolution No. (60) dated 1.4.1418 whathted “continuing with increasing

the private sector’'s share and expanding its dmution in the national economy”. The
first paragraph of the resolution states, “expagdire private sector’s participation in the
national economy and enabling it to undertakeats m investment and financing should
be in line with the national development plans, #mat this process shall be positive for
both the government and private sector”. Thisltggm has defined the major objectives
of privatization, considerations to be observedgaaizational and administrative
arrangements related to coordination and supenjises well as preparation and
monitoring of the implementation program througmmmisterial privatization committee,

along with assigning the Ministry of Finance andibiaal Economy and the Ministry of

Planning the task of preparing a “national strategyensure the realization of objectives
while observing the considerations included inrgsolution.

During the Sixth Development Plan, the privatizatprocess witnessed a tangible shift in
terms of regulation and application. As for reguigtthe trend towards privatization, the
preparation of the “privatization strategy” is grgficant achievement since the Council of
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Ministers’ Resolution No. 60 was issued. The atization strategy covers the
following:

* The general objectives indicated in the resohti@s well as relevant
implementation policies.

* Management and implementation arrangements.

* Major techniques and measures.

* Key issues.

Concerning the practical application of privatipatiprinciples, it has been decided to start
with “ownership privatization” schemes. This isleeted in the telecommunications sector
through the Council of Ministers’ Resolution_No.518dated 15/9/1418) covering the
transformation of the telecommunications utilitglégraph and telephone) with all its
components into a Saudi joint stock company, amsdlogion No. 213 (of 23/12/1418)
which approved the establishment of a Saudi stodmpany named “Saudi
Telecommunications Company”. Furthermore, the CiburfcMinisters’ Resolution No.
57 (dated 28/3/1420) establishes a “Saudi JointkS@ompany for Service in Jubail and
Yanbu Industrial Cities” to undertake operation, imenance, management and
construction works for infrastructure projects (seater cooling systems for factories,
desalinated water, sewerage and industrial wastewahd electricity) through private
sector participation, particularly those compareagaged in industrial activity, in order
to ensure continuous service, industrial expansard investment in existing
infrastructure facilities and the ongoing developmand economic diversification of the
Kingdom.

Other practical steps in the privatization procesdude the introduction of “leasing

contracts”, an example of which has been the ledg®ort berths. This trend has been
affirmed by the Council of Ministers’ Resolution N201 (of 16/11/1419), while Council

of Ministers’ Resolution No. 169 (of 11/8/1419) aeding the restructuring of the

electricity sector with its main components (getiera transmission and distribution), has
also been issued, along with measures to rati@alectricity consumption.

Generally, the national economy developed favordblyng the Sixth Development Plan,

at an average annual growth rate of 1.11 percestdrattant prices despite decline of world
oil prices by about 38 percent in 1418/19 (1998bJe (2.2) and figure (2.1). The non-oail

sector’s share in GDP increased from 66.8 percebi4/15 (1994) to about 68.4 percent
in 1419/20 (1999) while private sector’s contrilbatin GDP increased from 49 percent to
50.6 percent during the same period, indicatingeiased contribution of this sector to

diversification of the production base and prowvisid job opportunities for the citizens.

Although government expenditure increased in 1446&fd 1417/18 (1996 and 1997) as a
result of the improved revenue situation, it subeadly declined in 1418/19 and 1419/20

(1998 and 1999) in response to the decline ofaienues. Over the Sixth Development

Plan period as a whole, government consumptioreased at an average annual rate of
0.07 percent as shown in table (2.2) and figur2)(2.
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Private sector expenditure on investment, aftetracting in 1415/16 and 1416/17 (1995
and 1996), expanded by 8 percent in 1417/18 (1987&gsponse to growing investment
opportunities and business confidence in the Sagdnomy and easing of liquidity.

Despite the downturn in oil revenues and the declimnew Government contracts in
1418/19 and 1419/20 (1998 and 1999), private imvest has held up well as work on
major construction projects continued. During 8igth Development Plan period as a
whole, private investment grew at an average amatalof 6.4 percent.

Government expenditure on investment grew at arageeannual rate of 2.7 percent over
the Sixth Development Plan period. Investment i@ d¢il sector, which declined at an
average annual rate of 0.77 percent, was directaihlyn towards operation and

maintenance of existing facilities.

Table 2.2
Performance of the National Economy in the
Sixth Development Plan at constant prices of 1414811994)

(SR Billion)
Average
1414/15  1419/20 Annual Share in GDP (%)
Indicators (1994) (1999) Growth  1414/15  1419/20
Rate (%)  (1994) (1999)
Gross Domestic Product (GDP): 450.0 475.7 1.11 100 100
- Non-oil sectors 300.7 325.4 1.59 66.8 68.4
Private sector’ 220.6 240.9 1.78 49.0 50.6
Government sector 80.1 84.5 1.08 17.8 17.8
- Oil sector™ 147.0 147.8 0.11 32.7 311
- Net import duties ™ 2.3 2.5 1.16 0.5 0.5
Consumption: 305.4 308.9 0.23 67.9 64.9
- Private 185.8 188.9 0.33 41.3 39.7
- Government 119.6 120.0 0.07 26.6 25.1
Gross Fixed Capital Formation: 84.2 106.3 4.77 18.7 22.3
- Private sector 521 71.1 6.41 11.6 14.9
- Oil sector 8.1 7.8 (0.77) 1.8 1.6
- Government sector 24.0 274 2.71 5.3 5.8
Consumer Prices Index 1 1.06 1.2

Private sector: includes petroleum refining and excludes bank service charges.
Oil sector: includes crude oil and natural gas only.
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*kk

Import duties less bank service charges.

2.5 RuBLIC FINANCE

During the first four years of the Sixth Developrhéian, actual government revenues
grew at an average annual rate of 1.2 percent \&btigal government expenditure grew at
4 percent. The main reason for the low growth imegoment revenues was the adverse
developments in international oil prices.

The growth of government expenditure was driventh® government’'s commitment to
provide basic services for citizens in the facerelatively high population growth.
Measures to rationalize government expenditurenduthis period limited the actual
growth of expenditure and contained the adversaatspon the budget balance.

During the Sixth Development Plan, non-oil revendeseloped steadily, reflecting the
impact of measures to adjust prices of some gonds@mamend tariffs of some utilities in
1415/16 (1995). These adjustments have supportedditrersification of Government
revenues. Nevertheless, developments in 1418/A98jlrelated to the sharp decline of
world oil prices presented challenges for fiscahagement and consequently an urgent
need arose to develop a broader set of alternaixenue sources.

Wages and salaries, which account for the domirshiatre of Government recurrent
expenditures, expanded rapidly during the firstryeaf the Sixth Development Plan as
additional employees were recruited in responggdwing demand for public services.

Despite the unfavorable fiscal situation towards ¢émd of the Sixth Development Plan,
total spending on development agencies reached28R dillion during the Plan period,
nearly 23.3 percent higher than during the Fifthvé@epment Plan (Table 2.3). In line
with the trend in previous Plans and the priorityeg to human resources development
and social and health services, these areas relc&tes percent and 20.8 percent
respectively, or a combined 72.3 percent of toxpleaditure over the Sixth Development
Plan period.

Table 2.3
Actual Expenditures by Development Agencies
in the Fifth and Sixth Development Plans

(SR Billion)
Fifth Plan Sixth Plan
Development Agencies | SR Billion (%) | SR Billion | (%)
Economic Resources 34.1 10.0 48.2 11.5
Human Resources 164.6 48.0 216.6 51.5
Social and Health Services 68.0 20.0 87.5 20.8

Infrastructure 74.2 22.0 68.1 16.2
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Total 340.9 100.0 420.4 100.0
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Fig 2.1: GDP during the Sixth Development Plan
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Fig 2.2: Final Domestic Demand during the Sixth Deslopment Plan
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2.6 HNANCIAL SECTOR DEVELOPMENT

Financial Services Sector and Monetary Developments

Great advances have been made in the financi@mydtiring the Sixth Development Plan
— as illustrated by major indicators such as th@tahadequacy ratio of the commercial
banks in the Kingdom of over 20 percent in 1418{1998) compared to the 8 percent
minimum recommended by the Basle Committee. Theaffimnd regulatory policies

pursued enabled the Saudi economy to maintainlisgadand growth despite the turmoil

affecting many other countries for a variety ofs@as, particularly the Asian economic
crisis.

During the Sixth Development Plan, commercial baskd specialized credit institutions
assumed a major responsibility in financing privegetor investments. They extended SR
27 billion in loans to the private sector durin@ tBixth Development Plan. The volume
of commercial bank credit to the private sectoreéased by over 40 percent during the
1413/14-1418/19 (1993-1998) period. The first fpears of the Sixth Development Plan
also saw a tangible increase in the share of comialdvanks’ medium and long-term
loans to the private sector which amounted to SR8Lbillion during 1415/16-1418/19
(1995-1998), and constituted about 20.6 percentheftotal loans of SR 599.5 billion
extended during this period. Medium term loansaased from about SR 10.3 billion in
1415/1416 (1995), to SR 27.2 billion in 1418/19980 while long-term loans increased
from SR 8.2 billion in 1415/16 (1995) to SR 17.8itn in 1418/19 (1998). This increase
in the medium and long-term loans reflects the ginoiv investment opportunities in the
national economy.

Efforts to develop capital markets, particularlye tistock market, have led to the
achievement of tangible outcomes. The number tddisompanies increased from 56 in
1410/11 (1990) to 74 in 1418/19 (1998), while maragpitalization nearly doubled from
SR 97 billion to SR 190 billion during the sameiper

During the Sixth Development Plan, the Governmemtimetary policies continued to be
directed towards maintaining price stability by @msg that liquidity growth was broadly
in line with the growth in GDP, while enabling thanking system to meet the need for
credit by all sectors of the economy.

Inflation

The inflation rate was only a modest 1.2 percenawerage during the Sixth Development
Plan, which is very low by international standardSeveral factors contributed to this
price stability, including the prudent monetaryipiels designed to contain excess liquidity
and the stability of the Saudi Riyal against thetHar.
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CHAPTER THREE

THE LONG-TERM PERSPECTIVE FOR THE
SAUDI ECONOMY
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3. THE LONG-TERM PERSPECTIVE FOR THE SAUDI ECONOMY

3.1 INTRODUCTION

The Kingdom’s planning experience over the pasttythyears has proved that the
successive five-year development plans constitubeind links in a series of
development-oriented efforts within an overall andmprehensive strategy for the
development process. This experience has also ¢t the success of the development
strategy substantially depends on the availabilfitg clear and comprehensive perspective
for the future of the Saudi economy in the longrteBuch a long-term perspective helps to
diagnose and analyse the major interacting factord variables and to define their
inter-relations and conformity with the potential possible developments during time
spans that extend beyond the medium-term planreriggh

Based on this accumulated planning experiencepldming process in the Kingdom will,
at the beginning of the Seventh Development Pladergo a qualitative shift reflected in
the adoption of a long-term strategic planning apph. This approach is characterized by
two major steps; the first encompasses the formamaif an overall future vision through
the preparation of detailed studies at the macr@moic and sectoral levels covering all
socio-economic aspects, while the second stepvasdhe preparation of a plan aimed at
realizing this future vision within a time span gamg between 20 to 30 years.

This chapter reviews the preliminary outcomes efling-term strategic planning process,
and provides the basic elements of a long-ternpeets/e for the Saudi economy based on
initial studies and analyses carried out by thei#fig of Planning. The Ministry will
prepare detailed studies at the level of the natiesonomy and its various sectors. The
outputs of these studies will be presented for udision in the context of an open
symposium with local and international participatend with contributions by all agencies
concerned and representatives from private sedm@mbkshments. These studies, along
with the presented views about possible developmeends, will constitute a
methodological basis for preparing a comprehensing-term plan for the development of
the Saudi economy which will form the framework foture development plans.

3.2 MAJOR ELEMENTS OF THE L ONG-TERM PERSPECTIVE

With the advent of the second centenary of the #amg's foundation, the development
process in the Kingdom faces a broad range of emgdls at both domestic and
international levels, which are now emerging asiksyes or are expected to emerge in the
future as economic or social variables influendimg trend of future development. Within
the context of preparing for the long-term develepimplan, the following topics have
been identified which constitute the key elemerfteshe long-term perspective for the
national economy:
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- Population growth and its expected socio-economjzaicts up to 1440/41 (2020).
- Long-term structural changes and competitivenesiseohational economy.

- Long-term development of human resources.

- The future position of the Kingdom in global energgirkets.

- Economic stabilization and diversification of gowerent revenues in the long run.
- Management of supply and demand for water resoumdde long run.

- Role of science, technology and informatics in fetdevelopment.

3.2.1 Population Growth and its Expected Socio-Ecamic Impacts up to
1440/1441 (2020)

3.2.1.1 Long-term Economic Implications of Demogralpic Changes

There is an interdependence between demographabies and economic development,
whereby the rate of economic growth, the patterrrafnomic resources utilization and
allocation for consumption and investment and fo¥ various sectors and regions, are
affected by the rate of population growth and otteemographic characteristics. On the
other hand, the pace of economic development arekgociated social impacts also affect
demographic variables. While demographic variablage direct and immediate impacts
on economic development, the impacts of economieldpment (with its social and
cultural dimensions) on demographic changes tdkager time. The major demographic
variables which have economic development implkcetiare as follows:

- Rate of population growth.

- Age structure of the population.

- Spatial distribution and density of population.

- Rate of participation in the labor force.

The rate of population growth in the Kingdom isatelely high by international standards.
The formulation of the long-term perspective fociseeconomic development requires
that these demographic changes be properly addremseé their long-term economic
implications assessed. Projections from the pojuiatensus indicate that the population
of the Kingdom will increase by 56.6 percent durithg period 1420/1421-1440/1441
(2000-2020), while the Saudi population will incseaby almost 90 percent over the same
period.

This population increase has substantial implicetior the growth of demand for basic
services in the fields of education, health, tramspcommunications and vital public
utilities and services including water and eledlyiclt also implies increased demand for
housing and the need for directing economic ressuto meet the requirements of
investment in fixed assets and human resourcesrder ao develop production and
institutional capacities.
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The relation between population growth and humaoures development indicates two
major requirementstirst, the necessity of realizing qualitative developmeh human
resources in line with their quantitative growth dxpanding the absorptive capacities of
the various levels and types of education and itrgimstitutions to accommodate the
growing number of students, along with on-goingriayement in the quality of education
and training to match the requirements of econateielopment in an era characterized
by accelerated scientific and technological devmlept; second the significance of
providing job opportunities in various economic tees through a combination of
measures, including training programs for the Séalglor force, to improve labor market
efficiency in matching demand and supply in variqusfessions and specializations
throughout all regions of the Kingdom.

3.2.1.2 Long-term Demographic Development Indicatar

According to the 1412/13 (1992) population censhs,total population of the Kingdom
was estimated at about 21.4 million in 1419/20 @99f which 15.7 million are Saudis
and about 5.7 million non-Saudis. Estimates alsticate that the total Saudi population
will increase from 15.7 million in 1419/20 (1999) about 29.7 million in 1440/41 (2020),
or by 89.2 percent. Furthermore, the average angneaVth of the Saudi population of
working age will remain high, ranging between 3déygent and 4.1 percent during the
period 1419/20-1440/41 (1999-2020).

3.2.1.3 Expected Economic Impacts of Population Greth

- Forecasts of Labor Force Supply and Demand

Studies conducted by the Ministry of Planning abth& long-term perspective of the
Saudi economy, indicate that the Saudi labor fawdé increase from 3.17 million in
1419/20 (1999) to around 3.99 million in 1424/2B8(2), i.e. at an average annual growth
rate of 4.7 percent, and to 8.26 million in 1440/2D20). With the acceleration of
Saudiization policies and intensification of traigiprograms, the number of non-Saudi
workers is expected to decline at an average amatmlof 2.25 percent during the next
two decades and at 2.57 percent annually during Skeenth Plan. This expected
development in the growth rates of Saudi and nardiSamployment will increase the
share of Saudi nationals in the total labor fo(see Table 3.1).

Concerning the demand for labor, the private sastexpected to absorb most of the new
entrants to the labor market as it is planned tdantam the size of government
employment at the level reached by the end of tlkéh Flan 1419/20 (1999) with the
exception of the education and health sectors.
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Table 3.1

Manpower Demand and Supply Projections
1419/20 — 1440/41 (1999-2020)

(Thousand) Average Annual Growth Rate %
Long-term
Description 1419/20 1424/25 1440/41  Seventh Plan Perspective

(1999)  (2004)  (2020) 1420/21-1424/25 1420/21-1440/41
(2000-2004) (2000-2020)

1. Demand:
Government services 916.2 932.3 984.0 0.35 0.34
Crude oil and gas 98.9 100.4 127.0 0.30 1.20
Private sector 6161.2 6472.2 9635.0 0.99 2.15
Total Demand 7176.3 7504.9 10746.0 0.90 1.94
2. Supply:
Saudi population 15658.4 18520.3 29717.0 3.41 3.10
Saudi labor force 3172.9 3990.2 8263.0 4.69 4.66
3. Demand/Supply
balance:
Non-Saudi labor force 4003.4 3514.7 2483.0 (2.57) (2.25)

Source: Ministry of Planning.
Figuresin brackets are negative.

- Demand for Municipal Water

Demand for municipal water is forecast to increfagm 1.8 billion cubic meters (bcm) in
1420/21 (2000) to 2.03 bcm in 1424/25 (2004) an®.tD bcm in 1440/41 (2020) at
average annual growth rates of 2.9 percent angexdent respectively) . By 1440/1441
(2020), consumption is expected to be distributest population settlements as follows:

* Major cities with populations of more than 250000ersons are expected to account
for about 63 percent of total consumption, while titumber of these cities will
increase from 11 at present to 17 in 1440/1441({(R02

* Medium and small cities, with populations of 2800— 250,000, are expected to
account for 16 percent of total consumption, wiile number of these cities is
expected to increase from 60 at present to 7340/44 (2020).

* The remaining part of demand (21 percent of totaisumption) is expected to be
consumed by other settlements with populationesd than 25,000 persons.

- Demand for Housing

Total number of housing units at the beginning led Seventh Plan 1420/21 (2000) is
estimated at about 3.12 million, provided by botdveynment and private sectors. Total

¢ Source: Ministry of Agriculture and Water (1420/21-1424/25) and MOP Projections for
the ensuing period.
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demand for additional housing units during the &#vePlan 1420/21-1424/1425
(2000-2004) is expected to reach 800,000 unitscieslfor meeting demand during this
period have been included in the housing sectgotehaf the Plan document.

Over the coming two decades, population growthxgeeted to increase total demand to
3.9 million additional housing units. Thus, the audative number of housing units is
expected to reach about 7 million units in 14401142D20).

- Demand for Electricity

Demand for electricity is determined by populatgyrowth rates, overall economic activity
and electricity prices.

There will be substantial restructuring and develept in the electricity sector, the first
stage of which will commence during the SeventmPIEhe main projections from the
long-term electricity plan in the Kingdom, preparbg the Ministry of Industry and
Electricity are:

1- The peak load (maximum daily demand for electr)cisyexpected to reach about
59 million kilowatts (mKW) in 1440/41 (2020) compearto 21 mKW in 1418/19
(1998), implying an average annual growth rate.6fpercent.

2- To meet this increased demand, actual generatipacis during this period is
expected to increase from about 21 mKW to 70 mKW.

3- According to the long-term plan, the value of tatalestments in the electricity
sector during the coming two decades is estimatedbaut SR 300 billion at
constant prices of 1414/15 (1994), of which invesits in generation account for
54 percent, in transmission and sub-transmissiope28ent and in distribution 17
percent. The private sector is expected to be tAminvestor in the electricity
sector through the scheduled restructuring andapration process.

- Demand for Telecommunication Services

Demand for telecommunication services up to 1440142020) will be influenced
directly by demographic developments. The numbéroefsing units represents the major
factor influencing household sector demand forcemunication services, while demand
of the business and commercial offices sector lh@se services is determined by the
number of employees in this sector.

Notwithstanding the significant role played by daétansmission and mobile telephone
networks, the fixed public telephone exchange ngtwall continue to constitute the main
infrastructure over the coming two decades, pdertu after full digitalization of the
network.

In the long run, demand for telephone communicatinexpected to increase, due to
population growth and economic expansion, to mbentll million telephone lines in
1440/41 (2020).
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- Demand for Transportation Services

In addition to population growth, future demand fbansportation services will be
influenced by other factors such as GDP growth, puees and transport tariffs.

Preliminary studies prepared by the Ministry of fPliamg indicate that demand for
inter-city transport services between various sité the Kingdom and in rural areas will
grow at an average annual rate of 3 percent dutiegcoming two decades, which is
approximately similar to the growth rate achievedm the Sixth Plan (1415/16-1419/20)
(1995-1999).

Demand for intr-city transport services in majoties and population settlements is
expected to grow at an average annual rate of Bept during the period
1420/1421-1440/1441 (2000-2020), despite expeataffict congestion in major cities
which is expected to limit the growth in privatansport and stimulate the expansion of
urban public transport.

3.2.2 Long-Term Structural Changes and Competitiveass of the National
Economy

3.221 Long-Term Perspective for Economic Growthrad Diversification

Since its inception thirty years ago, developmeanping in the Kingdom has been based
on a long-term perspective related to the structdirthe national economy, as the First
Development Plan general objectives stated: “Dify@ng) the national income sources and
reducing dependence on oil through enhancing thé&ibation of other producing sectors
in GDP”. Experiences of the Kingdom throughout ffast six development plans, have
affirmed the validity of this strategic directiomdh its growing significance for the
accomplishment of sustainable development.

The quantitative indicators of the long-term pecspe for the national economy have
been prepared in light of the strategic directioglated to diversification, Saudiization,
privatization and other long-term policies as folfo

- The Saudi economy continued to realize favorabbevtir rates despite the challenges
it faced during some years of the Sixth Developni®an due to sharply fluctuating
world oil prices following the economic crisis dfet South East Asian countries, the
impacts of which extended to Japan, Russia andh lLatierica.

- GDP is expected to grow at an average annual fatelb percent at constant prices of
1414/1415 (1994) during the period 1420/21-144@20D0-2020) and at a rate of 3.16
percent during the Seventh Plan period 1420/21/P&2@000-2004), or the first five
years of the long-term perspective (Table 3.2).

- The Kingdom will continue to be the main oil produen the world in the long run,
with the oil sector's contribution to GDP at currgorices forecast to grow at an
average annual rate of 2.19 percent during the mprwo decades, and at an annual
average rate of 1.21 percent during the Seventh Pla
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- Value added in the government sector is expectegtde at an annual rate of about
1.28 percent during the coming two decades, whetleasprivate sector’s role is
targeted to increase gradually in the field of pthn, services and public utilities
(such as electricity and telephone services). Tovemment sector will continue to
provide education, health and housing servicesctijre¢o citizens, while the private
sector is also expected to perform an increasilgginathese areas.

- The private sector is expected to grow rapidly ateadily, through improved
productivity and efficiency, the planned removal aifstitutional constraints,
specialized industrial development based on conipara advantage and
competitiveness in petrochemicals and energy/dapitensive activities, and the
expected transfer of some family enterprises iotot jstock companies and others into
multinational companies.

- Long-term projections indicate the growth of vakdded of the private sector at an
average annual rate of 5.73 percent during the ety years, and at an annual rate
of 4.93 percent during the Seventh Plan years.

According to these expected growth rates, the p&ige contribution of the private sector
to GDP is expected increase from 51.2 percent i®/20 (1999) to about 55.6 percent in
1424/25 (2004) and to 69.2 percent in 1440/41 (R0&0ile the percentage contribution of
the government and oil sectors to GDP will dec(ifable 3.2).

Table 3.2
Long-Term GDP Growth Rates and Structure
at constant prices of 1414/1415 (1994)

Average Annual Growth Rate (%) Percentage Contribtion (%)
Long-term
Description Seventh Plan Perspective 1419/20 | 1424/25| 1440/41
1420/21-1424/25 1420/21-1440/41| (1999) (2004) | (2020)
(2000-2004) (2000-2020)
Oil Sector 1.21 2.19 31.0 28.2 20.9
Government Sector 1.21 1.28 17.8 16.2 9.9
Private Sector 4,93 5.73 51.2 55.6 69.2
Total GDP 3.16 4.15 100.0 100.0 100.0

Source: MOP Estimates

3.2.2.2 Global Strategic Challenges

Rapid growth of foreign trade has been the majonrdy force behind global economic
growth throughout the past forty years. Countriémt tisolated themselves from
international trade lagged behind, while those Wwhadopted a model of integration and
specialization within the global trading environmhéave developed successfully. Thus,
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specialization based on comparative advantagesmwiitie global economy is of utmost
significance for future development. The economlobglization process is firmly
established and the Kingdom’s economy must be pedpto deal with the following
international developments in a resilient and effitmanner.

* Continuous Growth of Foreign Trade

International trade liberalization is expected tmtinue with the decline of tariff and
non-tariff barriers on all industrial and agriculil products as well as on intermediate
goods and services. At the same time, more cosntwél become committed to
international trade laws, thereby promoting furtgeswth and specialization at the global
level. Some high population countries have beguntake significant steps towards
liberalizing their international trade and speai@lg in certain activities. Economic
liberalization in China, India and Russia will maaéze fully during the coming two
decades. The Kingdom’s ratio of goods and servesgmrts to GDP reached about 41.4
percent in 1419/20 (1999) and is expected to rd&ch percent by the end of the Seventh
Development Plan 1424/25 (2004), thereby reflectimg growing significance of this
sector.

* Continuity of the Information Revolution and Software Technologies

All evidence suggests that the information revolutiwill continue to expand rapidly
during the coming two decades. In the new era fdrimation technology, demand for
advanced software is likely to grow faster thandtirer material goods.

* Increasing Significance of International Trade inServices

The recent liberalization of international tradeservices is likely to intensify in future.

For example, demand for tourism services is growilgecent developments in
international telecommunications, the informatioedia and electronic commerce will
further stimulate the growth of trade in servicés. highly competitive international

markets, countries must determine where their coatippa advantage lies in the marketing
of these services.

* Globalization and Regional Economic Blocs

The establishment of regional blocs and free teadas is likely to accelerate in the future.
In recent years, the EU has been preparing forresipa to include the countries of Central
and Eastern Europe, while efforts have also beethenta establish a Mediterranean free
trade area. As for the western hemisphere, thetfaele area of North America (NAFTA)
is expected to expand to include Latin American ntoes. Asia will witness the
development of ASEAN and APEC, while a great Arabeftrade area may also be
established.
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3.2.2.3 Long-Term Strategic Themes and Policies

3.2.2.3.1 Comparative Advantages of the Saudi Ecomy and Specialization within
the Global Economy

In response to these external developments, thgddm will have to formulate its future
strategy on the basis of the Saudi economy’s coatiparadvantage taking into account
the fact that the success or failure of any econgmoject — in the final analysis — depends
on the capabilities and skills of those respondibteorganization and management affairs
in the these projects. The long-term policies wilhcentrate on supporting the following
industries:

Petrochemicals

The petrochemicals industry is the backbone of Bemadistry, where the country enjoys
comparative advantage at the global level anddtii@ntage increases with the increase of
oil prices. The future perspective for developirge tpetrochemicals industry in the
Kingdom is based on the following:

(A)  Building on the success achieved by the Saudibfn Basic Industries Company
(SABIC) through expanding the application of thisodel and modifying it
according to changing conditions.

(B)  Encouraging the private sector, including fgrecompanies, to enter all basic and
downstream stages of this industry, and ensuriogngpetitive environment in this
sector.

(C)  Paving the way for further integration betwetaudi petrochemical industries and
international companies operating in the downstr@ashastry or marketing areas,
in order to make optimal use of these companieshriieal and marketing
capabilities.

Other Energy-intensive Industries

The Kingdom enjoys comparative advantage in enargnsive industries due to its huge
resources of oil and gas. These industries inclsigel, aluminum and other metal
industries, mechanical engineering, mining, glasstamics and building materials.
Demand for the output of these industries is likedy grow, thereby enabling Saudi
companies to establish a successful export tradeimy of these industries.

Capital-intensive and Advanced Technology Industrie

The Kingdom will continue to give priority to theedelopment of capital-intensive
industries, which use advanced technologies arttdkechnical manpower. The cost of
such manpower will constitute a relatively low poodjon of the total operating costs of
these industries, so that they will be able to @evrelatively high wages and an
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appropriate work environment for the skilled Sandinpower expected to be attracted by
such industries. The Kingdom will ensure a favogabhvironment for the growth of
advanced technology and capital-intensive industaad will provide the necessary
support for exporting products to international keds.

Regional Trade

With its favorable geographic location between Perand the Indian sub-continent, the
Kingdom can develop transport services to EgyptitiNgVestern Africa and the northern
Arabian Peninsula countries, and enhance its durion to the development of regional
trade. The Saudi private sector can also enhascpotition in the region through the
modern infrastructure and telecommunications féedi now available and likely to
develop further. Moreover, the establishment oé fiade areas will encourage regional
trade and industrial activities by exploiting opjpmities in the markets of North Africa
and the northern Arabian Peninsula.

3.2.2.3.2 Supporting the Private Sector and Enhanag its Productivity

In earlier stages of the development process irkKihgdom, policies to support private
sector growth were concentrated on the provisioaasly-term finance, the establishment
of a sound banking system and the constructioreof imfrastructure. These policies have
helped to build up the production base, particuléot previously imported goods. In the
coming decades, the Kingdom will continue to suppuivate sector efforts to improve
efficiency, enhance competitiveness and expandlasusify the production base.

Productivity and efficiency constitute the cornenst for building a prosperous economy,
particularly in the context of high population gribwates. Thus, the general objectives and
strategic bases of the development plans emphpslixées aimed at enhancing the private
sector’s productivity and economic efficiency thgbu

1- Transfer of investments from low productivity sestand activities to higher
productivity ones.
2- Facilitating the transfer of modern management riggles and advanced

technologies through the establishment of strongaljes with leading foreign
countries beyond the simple arrangements of bugmmselling.

3- Encouraging research and studies aimed at developnoducts where the
Kingdom enjoys a comparative advantage or has dpalulities needed to realize
such comparative advantages.

4- Establishing the economic and institutional emwinent needed to enhance
productivity, along with the continuous provisioh rmore infrastructure and the
adoption of incentive systems leading to improviidiency.

3.2.2.3.3 Encouraging Foreign Direct Investment

Foreign direct investments bring advanced technolotp the Kingdom and play a vital



86

role in expanding the scope of local competitibreréby leading to increased productivity
and efficiency. At the same time, there is growtogpetition at a global level for foreign
investment inflows.

The Kingdom enjoys many favorable elements and radges that constitute a sound
incentive for attracting foreign investment, indhgl its social and political stability, its
track record of economic stability and its ongogmnmitment to economic growth based
on market economy policies.

In the context of the long-term perspective, theagdiom will continue its efforts to
improve the general environment for private seeativities, improving and expanding
infrastructure services and developing new regumatifor investment, business, markets
and economic activity in general. These effortsl wibnform with local and global
developments, such as the Kingdom’s accession t@Wand will also emphasize the
development of human resources and increased datobtotal factor productivity.

3.2.2.3.4 Improvement of Competitiveness and Deve@lment of Non-Oil Exports

Raising productivity is essential for improving tlkempetitiveness of non-oil exports.
Productivity growth and improved international catifiveness of Saudi export industries
can be enhanced through an improved regulatoryiretitutional environment for private

business, the provision of modern infrastructuned @ broad base of qualified and
productive Saudi manpower. The government will cad to support the expansion and
promotion of non-oil exports, through:

- continuous support of the Exports Development Geestablished at the Council of
Saudi Chambers of Commerce and industry;

- simplification of export related regulations;

- continuing efforts to enhance free trade relatiamong Arab countries and to deepen
cooperation with GCC countries.

Long-term forecasts prepared by the Ministry of nRlag indicate that non-oil
merchandize exports will continue to grow over tiegt twenty years at an average annual
rate of 10.2 percent, and as a percentage of tof@brts, these exports are expected to
reach 32.2 percent in the year 1424/25 (2004ngiso 62.7 percent in 1440/41 (2020).
(See Table 3.3).

It is noteworthy that services exports, which antedrto 11.6 percent of the total value of
imports in 1419/20 (1999), will grow at an averageual rate of 8.1 percent during the
coming two decades and are expected to amount.GopEdcent of the total imports value
in 1440/41 (2020).

These forecasts indicate that the total value of-oibexports (goods and services) will
cover 82.3 percent of the total value of importsldy0/41 (2020) and will thereby enable
the investment of oil revenues in productive cdpifenancial or physical assets) and
contribute to the continuous diversification of gavment revenues.
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Table 3.3
Growth Rates of Non-Oil Exports and their Ratio tolmports
1420/21-1440/41 (2000-2020)

Average Annual Growth Rate ( percent) Exports as €rcentage
of Imports
Seventh Plan Long-Term Perspective
Description 1420/21-1424/25 1420/21-1440/41 1419/20 1424/25 1440/41

(2000-2004) (2000-2020) (1999) (2004) (2020)
Total Non-Oil Exports: 10.2 9.6 36.2 45.6 82.3
Non-Oil Merchandize
Exports: 11.0 10.2 24.5 32.2 62.7
*  Petrochemicals 13.1 8.8 8.4 12.0 16.2
*  QOthers 9.9 10.9 16.1 20.1 46.5
Services Exports 8.3 8.1 11.6 13.5 19.6

Source: Ministry of Planning Projections

3.2.3 Long-Term Development of Human Resources

3.2.3.1 Long-Term Perspective of Saudi Human Resmes

Long-term sustainable development and the abititfate international competition must
be based on the accumulation of “human capitalduph the education and training of
highly skilled manpower that can keep abreast vattent scientific developments through
the effective transfer and adaptation of technalogy

3.2.3.2 Strategic Challenges

Recent trends towards closer integration and greampetition in the world economy,

along with the growing dependence on informatiaht®logy, present key challenges for
the Kingdom in the future. The Kingdom’s ability assimilate new scientific innovations
and advanced technologies is closely related tdethed of Saudi manpower development
and efficiency.

A gap currently exists between the outputs of thecation system and the requirements of
the domestic labor market. If this gap is to besetb by 1440/41 (2020), standards of
general and higher education must be raised tdetheds of the advanced countries and
enrollment rates must be raised at all levels ataton.

The challenges facing the development of humanuress that should be addressed
during the next two decades, can be summarizeollas/:

1- Providing adequate job opportunities for newamis to the labor market, whose
number is expected to grow at an average annuabfat.7 percent during the next
two decades;
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2- Substituting Saudis for non-Saudis in varioussj@and activities of the private
sector;
3- Reducing the technological gap between the King@nd other countries, which

requires intensive efforts towards development adds manpower and upgrading
their skills and innovative capacities;

4- Reducing the gap between the outputs of theenjghocational and technical
education systems and the requirements of the lahoket.

3.2.3.3 Long-Term Themes and Policies of Human Raswes Development

The human resources development strategy for tlzation of the long-term perspective
by 1440/1441 (2020) has the following long-ternnties and policies:

Theme # 1: Matching Supply and Demand for Saudi Latr Force and Replacement
of Non-Saudis by Saudis:

The cumulative number of expected Saudi new ergtrianthe labor market will reach 5.1
million by 1440/41 (2020), posing a substantialapson challenge for the national labor
market. This theme concentrates on providing arible environment for creating job
opportunities for new entrants to the labor mark@bugh appropriate policies and
measures for directly influencing the following \adnles:

First: Rates and Sources of Economic Growth

The set of long-term policies concentrates on awmiehigh growth rates in the private

sector through stimulation of investment in theductive areas which create new job
opportunities, such as modern information technekgfinance and business services,
tourism services as well as petrochemicals andlsoale industries. Such policies include
the following:

e Reconsidering the rules, regulations and legigtatipertaining to investment
promotion, including foreign direct investment;

¢ Increasing the level of coordination and consisyebetween education and training
outputs and the requirements of the labor market;

e Encouraging and supporting small and medium scaatesfand industries in various
economic sectors.

Second: Enhancing the Policies of Saudiization

Long-term policies will be adopted to ensure higlovwgh rates in the private sector
resulting in a net increase in the number of Saadiployed in this sector. These policies
will emphasize the following:
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- Reducing the present wage gap between natiombf@rign manpower to make
employment of Saudis more feasible for private $irnThis could be realized
through continuous review of visa and lgama feeseftect the actual long-term
economic costs of foreign labor.

- Enhancing productivity and administrative effiedggy of the national manpower
through expansion and development of all typesahing programs, as well as
preparation of an adequate framework for encoucatlia private sector to be more
dependent on national manpower.

Theme # 2: Intensifying Efforts to Improve and Upgade the Efficiency of

Education and Vocational Training Systems

During the next two decades, the Kingdom will coong& its efforts to build a
comprehensive and advanced education system whagtsnthe requirements of the
national economy and matches the levels reachatidbydvanced countries, in order to
contribute effectively to the development of humasources with the aim of eliminating
the gap between the output of the education systeththe requirements of the labor
market by 1440/41 (2020).

This theme includes three sets of policies and em@sins which will be discussed, in
detail, in the Seventh Plan and in subsequenty@a-plans:

First:

Second:

Third:

Continue to give utmost priority to expansion a&velopment of the general
education system through integrated initiativebath government and private
sectors and to provide education opportunitiesliteizens and to raise the
cost effectiveness and efficiency of the system.

Quantitative and qualitative expansion of the bigand university education
system in order to increase the major specialinatioeeded by the national
economy during the next two decades, and the apphbsearch facilities
needed in various economic sectors. Furthermoeeptivate sector should be
given full opportunity to establish private univiéiess and colleges.

Quantitative and qualitative expansion of the méchl education and
vocational training system by both the government the private sectors, so
that skilled technical manpower can be preparemhéet the requirements of
the labor market for various specializations dutimg next two decades.

3.2.4 Future Position of the Kingdom in World Enery Markets

3.24.1

Long-Term Perspective for the Role of th@il Sector in the Saudi Economy

Since its early stages, development planning irkihgdom has been concerned with the
long-term perspective and role of oil resourceshie development process. The Fourth
Strategic Objective of the First Development Pléates: “Diversifying the sources of
national income and reducing the dependence oreaudy increasing the contribution
of other producing sectors in the GDP.”
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The long-term perspective for oil resources inKivegdom is based on the full utilization
of such resources and their transformation inteweble productive resources, in the form
of fixed capital assets and highly efficient huntasources. The long-term perspective of
the Saudi oil sector, up to 1440/41 (2020), haddahewing aspects:

- Maintaining the position of the Kingdom in woréhergy markets commensurate
with its share of world oil reserves;

- Optimizing production levels and maximizing crugierevenues, while using such
revenues to finance investment programs;

- Developing the Kingdom’s natural gas resources @mhancing their role in the
long-term strategy for sustainable development.

3.2.4.2 Strategic Challenges and Development Forecasts of aNd Energy
Markets

The first half of the second decade of the 21stwrgn(2010-2015) could be a decisive
stage in the development of the energy marketnfany reasons, the most important of
which are:

- Obsolescence of most existing nuclear power geioer plants established during
the 1970’s and 1980’s which will require stratedexisions on whether or not to
replace them with nuclear plants;

- The likely impacts of scientific research and medinventions on energy markets
(e.g. electric modes of transport, transformatibgas to petroleum products etc.)
which will reach their peak by the end of the setdecade of the coming century,
and the wide use of which may lead to substanti@nges in the structure of
supply and demand for various types of energy.

- Environmental decisions related to the “greenkoefect”, which aim to reduce
carbon dioxide emissions from their levels in 1£20(2000). The impacts of such
decisions will be manifest by 1440/41 (2020).

Added to these factors is the volume of global mes of oil and gas, which are expected
to start declining during the coming two decadesioAg the major strategic challenges
arising in this sphere are the following:

- Forecasts of Primary Energy Sources Supply

Most estimates concerning global oil market develepts indicate on-going expansion in
global crude oil production over the next two dezsatb accommodate the annual increase
in demand by about 1.5 - 2 percent. However, sagm@figant structural changes in the
global energy markets are likely and may fundanigntaffect the Kingdom’s oil
revenues.

The global oil industry is also expected to deviatéher efforts to the development of new
drilling and exploration technologies, in orderaichieve further cost reductions.
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Estimates of “unconventional” oil reserves — suslextra heavy oil, tar sands and shale oil
in various parts of the world — indicate that thiuwne of such reserves is very large.
Technological progress in the exploitation of thessources is rapid and extraction rates
are steadily improving. Production from these resgris expected to accelerate over the
next few decades, with the possible share of urmatonal oil rising to more than 9
percent of the total global energy use in 144020R0), compared to less than 1 percent in
1419/20 (1999).

Coal accounts for the largest reserves of fos&lsfuHowever, its future role is highly
uncertain because of the adverse environmentalars burning coal using conventional
techniques. Large increases in oil prices may bthestole of coal through improving the
feasibility of clean coal technologies.

The environmental and non-environmental hazardeuziear energy are not yet fully
resolved. The period 1430/31-1435/36 (2010-2019) be decisive for the future of
nuclear energy as most of the existing plantsi{@émWSA, France, Germany, Russia, the
United Kingdom and Japan) will become obsoletel®ntand need to be replaced. This
will bring to the fore the issue of resolving theure of nuclear energy.

Most long-term forecasts indicate a significantigreasing role for natural gas, which will
account for about one-third of world productionpoimary energy sources by 1440/1441
(2020). In Western Europe, natural gas consumpsgi@xpected to grow three times faster
than the growth rate of total energy demand duttiegnext two decades.

Renewable energy is expected to play a signifioaletin the future global energy balance.
Moderate fossil fuel prices will hamper the devetemt of renewable energy sources,
while implementation of the Kyoto Protocol for Clte Change will induce industrial

countries to accelerate research and developmawitias related to the various renewable
energy resources. The share of renewable energjyeirtotal supply of primary energy

sources is estimated to reach 10 percent in 144QQP0).

International estimates indicate that total wortdde oil production may increase from
about 78 million barrel per day in 1419/20 (1998)around 115 million barrel per day in
1440/1441 (2020).

- Forecasts of World Demand for Oil

The uncertain global economic outlook makes theamagion of long-term forecasts for
global economic growth rates quite difficult. Hoveeymost long-term forecasts assume
that world economic growth will continue, albeit @clining rates, during the coming
three decades. The future growth of South and &siah countries’ economies represent a
key element in most forecasts of long-term develaqmis in the global demand for oil.
These countries are expected to remain major neaflebil of the Arabian Gulf over the
coming two decades. Some studies of long-term sremavorld oil markets indicate that
around 50 percent of the increase in total worldrgym demand and 40 percent of the
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increase in the demand for oil during the coming tlecades will come from these Asian
countries. Whereas this region’s share of the dlobbaeserves is less than 2 percent, total
imports of this region are expected to increasmooe than 20 million barrels per day by
1440/41 (2020).

Notwithstanding the on-going world efforts to ratadize energy consumption and enhance
the efficiency of using this resource in industaadd many developing countries, the total
global demand for crude oil is expected to incrdasd8 percent up to 1440/41 (2020) to
reach more than 114 million barrels per day. Furniioee, the share of OPEC countries in
total world oil production is expected to increasemore than 50 percent that year
compared to 39 percent in 1419/20(1999).

3.24.3 Long-Term Trend in Oil Prices

Past experience demonstrates great difficultiggaalicting future oil prices. Because both
demand and supply are inelastic in the short-tgmoe changes below certain minimum
levels are ineffective as a mechanism for markéarnue. Beyond the short-term, prices
therefore tend to oscillate between:

* A maximum level at which major industrial consumers begin switch to
alternative fuels such as methane, coal or non@ainal sources of oil. When
crude oil prices reach this maximum level, demaadomes elastic and decreases
rapidly, effectively limiting the scope for futupgice increases.

* A minimumlevel at which marginal oil fields become unecoroand are closed
down thus reducing supply. Even before this lewelreached, oil companies
announce cutbacks in their investments plans fimglirg new oil on stream, thus
sending a clear message to the market that tgdalysis poised to be reduced.

The difference between the maximum and minimum llefeprices is considerable,
leaving a very broad margin of uncertainty in alleficasts for oil prices. However, even if
it is impossible to project future oil prices, & nevertheless possible to analyze the
evolution over time of the maximum and minimum lewithin which prices oscillate.

3.24.4 Long-Term Direction of Energy Policies inle Kingdom

The Kingdom of Saudi Arabia, which possesses aBéupercent of the world’s proven
crude oil reserves and about 4 percent of the vgopven natural gas reserves, carefully
studies all developments in world energy markets.

Because of uncertainty surrounding the future efwlorld energy system, and the fact that
oil constitutes part of an international technobtadiand geographical system where several
factors and variables interact, the Kingdom wilbptithe following policies:

First: Monitoring and analyzing world energy market depeh@nts in a continuous
and regular manner through developing an advangsira for carrying out
this task. The development of this system becomegseaat significance due to
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Third:

Fourth:

Fifth:

Sixth:

Seventh:
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the growing impact of environmental and technolabipolicies on world
energy markets, a matter which entails precisedelip and in-depth analysis
of the rationale and future directions of theseques.

The objective of strengthening cooperation and wivaison between OPEC
and non-OPEC producers will remain among the Kingdastrategic priorities.
The issue of discriminatory and high taxes is ad&r®d among the important
topics for consultation. The Kingdom will, in cdbaration with other oll
producing countries, exert efforts aimed at inahgdoil trade within the WTO
as the existing exception is discriminatory andaunfor the oil producing
countries.

The Kingdom will strive to confirm its role and ae partnership in energy and
environmental affairs, as well as its support amdtgbution to scientific
research and technological development in the donai energy and
environmental conservation.

Because othe gap between the Kingdom’s share in world oferees (25

percent) on the one hand and its share in worlghr@tiuction (12 percent) on
the other hand, and in light of the comparative amtizge of Saudi oil,
economic efficiency arguments require a closinghes gap while maintaining
oil market stability.

Continuing to develop natural gas supply sources it local and regional
markets. In this context, a national grid coveraligparts of the Kingdom will
be developed with the aim of supporting induss&dtors and services.

Assigning a substantial role to the domestic amdifgm private sector to invest
in programs designed to increase natural gas ptiodugnd develop its uses.

Developing oil markets within a strategy for mainiag the role of oil in world
energy markets as a means for maintaining the stiiaiéin these markets.

3.2.5 Long-Term Economic Stabilization and Diversitation of Government
Revenues

3.25.1

Need for Stabilization and Diversificatiorof Government Revenues

Since 1403/04 (1983), the government budget coatinio experience imbalances as a
result of declining oil prices and the need to cure financing development programs,

developing infrastructure and providing quality\sees to the growing population, as well

as meeting security commitments, particularly dy@md after the Gulf war. Although the

present condition of infrastructure is still impse®, in recent years some infrastructure
capacities have not been growing in line with papiah growth and the need to maintain
and replace various facilities.

Moreover, substantial expenditures will be requidedng the next two decades to finance
investments in replacement of aging infrastructamd to add new capacities to meet the
needs of expected population and economic growthesusure provision of efficient and



94

high-quality education and health services to tigdom’s entire population. There will
be increased pressures on the state budget tadprtwe resources necessary for financing
expansion in these fields in the long run. Thusbitity and growth of government
revenues are needed to ensure the continued mowasiquality services to the growing
population and to meet the needs of economic grawviile maintaining macroeconomic
balance. Thus, it is necessary to study how todmoaand diversify the government’'s
revenue base, particularly non-oil revenues, tmmatize expenditure and to upgrade the
performance of government agencies, so that nomeviénues shall completely cover
recurrent expenditure by 1440/41 (2020). This makesssible for oil revenues to cover
education, training and health expenditures, whdoh to be considered as investment
expenditures.

3.2.5.2 Strategic Challenges and Key Issues

New measures and mechanisms are needed to ino@as# revenues and to improve the
structure and scale of existing revenues, inclu@inigancing collection efficiency. These
measures should conform to the Kingdom’s basic ldpweent objectives and should be
transparent, stable and simple to implement. Mageadkeir implementation should not
require the establishment of large managementygigpey or administrative structures.

The long-term objective for non-oil revenues isitlggadual and sustained increase which
will permit them in the long run to cover fully racent expenditures in the government
budget with the exception of expenditures on edowcatraining and health. This will
necessarily entail the allocation of oil revenwefinance human capital formation and the
accumulation of productive assets in non-oil sesttrereby ensuring a smooth transition
towards a future when oil reserves will have bemmdformed into productive assets,
technologies, knowledge and efficient human capdapable of dealing with likely
developments in the coming century.

3.2.5.3 Major Themes and Long-Term Policies

The policies adopted in the Seventh Plan for gawemt revenue stabilization and
diversification are closely linked with policies plemented in previous development
plans, the themes of which are:

- Stabilization of Government Revenues

Some developing countries depend mainly on the rexpb a single commodity for
generating foreign exchange and enhancing budgetavgnues. Thus, they may
experience major fluctuations in foreign reservesmf time to time. Such countries
normally resort to institutionalized arrangemerniteeal at dampening the impacts on the
domestic economy of fluctuating export prices ardns of trade. One of the most
common arrangements in this connection is the ksahent of funds for revenues from
major exports of raw materials.
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In line with the Ninth General Objective of the 8ath Plan, which calls for the adoption
of measures that will enable the national economwadjust flexibly and efficiently to
global changes and developments, it is imperativstudy the establishment of an oil
revenue stabilization fund on the following bases:

* Defining the average value of oil revenues fonwamber of previous years. This
average could be titled “Long-term Oil Revenues”.
* If the actual oil revenues in any year exceedeexgd long-term oil revenues, then

the difference will be added to the fund. Whendbtual oil revenues fall short of
expected long-term oil revenues, the differenamigered from the fund.

* The accumulated surplus in the fund shall be stee.

In order to ensure smoother and more predictatdagds in budgetary expenditures, the
proposed stabilization mechanism would make anbudbetary allocations in line with
the following principles:

* limiting the growth of recurrent expenditures ept those targeted to grow in
specific sectors, while aiming to maintain expemditon capital formation.
* Allocations for capital expenditures would depeamdthe availability of long-term

revenues after funds for the main recurrent expgeralitems have been allocated.

- Mobilization and Development of Non-Oil Revenues

This theme encompasses a series of horizontal artccal policies for expanding and
enhancing the efficiency of the non-oil revenuesbd$ese policies are:

1- Reconsidering the current tax system and studyiaddasibility of developing and
diversifying its sources.

2- Reviewing the methods of collecting custom dutiesl @eveloping means for
improving collection efficiency and enhancing reves.

3- Continuing to adjust current service fees and cmarglong with enhancing
collection efficiency based on the actual costpmiducing and delivering such
services.

3.2.6 Long-Term Management of Demand for Water
3.2.6.1 Long-Term Perspective

Supplies of water in adequate quantities and okp@teble quality is a vital factor for

socio-economic development in any society. Popatirowth, standard of living and

economic development contribute to determiningaiality and size of demand for water,
while the availability, quality and costs of watdfect the level of achieved economic and
social development. In a country like the KingdomSaudi Arabia, scarcity of water

resources constitutes a key element in determitiieglong-term trend of development.
Therefore, supply of water resources representit@gral part of the comprehensive
development process of the Kingdom.
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Over the next two decades, the Kingdom will urgemgted to implement an integrated
strategy for conservation and optimal utilizatioh veater resources, in order to meet
on-going industrial and agricultural production uggments in the long-run and to meet
the present demand for water for domestic purpegdsout jeopardizing the requirements
of coming generations.

The long-term perspective for water resources enKingdom implies the realization of
balance between available water resources and #meamt for such resources by
1440/1441 (2020) and a reduction of the share afreaewable water resources in total
consumption to less than 40 percent in that year.

3.2.6.2 Strategic Challenges and Key Issues

The prevailing environment in the Kingdom meand thiater must be considered as the
most critical natural resource. Total consumptiémwater in the Kingdom increased 7.5
times during the period 1400/01 (1980)-1420/21 ®Qfue to population growth and the
pattern of consumption in the domestic sector al$ ageincreased consumption by the
producing sectors, particularly agriculture. Grovathdomestic agricultural production,
particularly wheat, barley and fodder, is the mesason for the increased demand for
water, besides the increased growth of cities, toamd villages and the changing patterns
of population life styles, as well as industriabgth.

- Forecasts of Sectoral Demand for Water

Total demand for water in the Kingdom reached 210 in 1420/21 (2000) and is

expected to increase at an average annual rate88gietcent during the Seventh Plan to
reach 22.48 bcm in 1424/25 (2004). Demand is erpeit grow at an annual rate of 1.4
percent to reach 27.76 bcm in 1440/41 (2020), (&lele 3.4). Forecasts of sectoral
demand for water up to 1440/41 (2020), includingndstic, industrial and agricultural

sectors, are discussed below:

Domestic Sector:  Total supplies of potable water in the Kingdomctezad 1.80 bcm in
1420/21 (2000), of which desalinated water consgw4 percent, with the remainder
coming from ground and surface water. Taking imasideration the population growth
projections as a key factor of demand in this seth@ consumption of water for domestic
purposes is expected to reach 2.03 bcm in 1424Q64), rising to 3.1 bcm in 1440/41
(2020), at average annual growth rates of 2.4 peraed 2.8 percent respectively (Table
3.4). With the increasing role of desalinated water source which supports ground water
in meeting this demand, the great challenge isatserthe economic efficiency of the
desalination industry and reduce the costs of mtolu on the one hand, and to develop
ground and surface water resources, on the othmet, ia order to raise the efficiency of
the integrated system of production, transportdisttibution operations.

Industrial Sector: Due to large and steady expansion of the indissector in the
Kingdom and the importance of this sector for ecomoand social development, the
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industrial demand for water is expected to growhi@her rates during the next two

decades. Estimates indicate that industrial consompf water will increase during the

Seventh Plan from 0.47 bcm in 1420/21 (2000) tol@s in 1424/25 (2004) and to 1.66
bcm in 1440/41 (2020), at average annual growthsratf 5 percent and 6.5 percent
respectively (Table 3.4).

Reclaimed water is expected to play a major rolsupplying water for this sector in the
future. The potential for this source of water dypis substantial judging by the
experience of the industrialized countries. Theseeof reclaimed water for industrial
purposes in Japan constitutes more than 76 pedfetite total consumption, about 40
percent in Britain, and about 30 percent in theéeSth Arizona in the USA.

Agriculture Sector: Agriculture is still the main consumer of waterthe Kingdom with a
share of about 90 percent of total water consumpo all purposes. Agricultural water
consumption for irrigation purposes reached 188 lot 1420/21 (2000). However, this
level could be reduced substantially by adoptingrepriate irrigation technologies as well
as efficient techniques for management of irrigatfrojects. Furthermore, agriculture
policies of the Kingdom, which call for reducingoduction of high water consuming
crops and concentrating on crops which need lessrywaill continue within the context of
available water resources in the long-run. Givee #forementioned factors, water
consumption in the agricultural sector is expe¢tedrow at an average annual rate of 1.1
percent during the Seventh Plan from 18.8 bcm 022 (2000) to 19.85 bcm in 1424/25
(2004) or at a rate of 1 percent per year in ting-un to reach 23 bcm in 1440/41 (2020)
(Table 3.4).

Table 3.4
Projections of Demand for Water for Different Purposes(®
1420/21-1440/41 (2000-2020)

Billion Cubic Meters Average Annual Growth Rate %
Seventh Plan Long-Term Perspective
1420/21  1424/25 1440/41  1420/21-1424/25 1420/21-1440-41

(2000) (2004) (2020) (2000-2004) (2000-2020)
Domestic Sector 1.80 3.10 2.4 2.8
2.03
Industrial Sector 0.47 1.66 5.0 6.5
0.60
Agriculture Sector 19.85 23.00 1.1 1.0
18.80
Total Demand 21.07* 22.48* 27.76** 1.3 1.4
* MOAW estimates.

*x MOP estimates.
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3.2.6.3 Major Themes and Long-Term Policies for Maagement of
Water Resources

First Theme: Managing Demand for Water and Maintainng Water Balance

In order to meet the increasing demand for watgeneies concerned will prepare an
integrated program within a long-term plan for thevelopment and utilization of water
resources. This plan shall ensure the continuitagyfcultural production and industrial
expansion in the long run, along with meeting thpylation’s need for water. This entails
taking a series of steps in different directions.

Priority will be given to water conservation thréugeducing losses from transmission and
distribution networks. The private sector will alse invited to develop and operate the
networks as part of the service privatization psscerhe national interest requires the
conservation of water and rationalization of it @srough ensuring that water rates are
consistent with production and distribution coststh due emphasis being given to

cultivation of high value added crops which canrbigated from renewable sources while

avoiding cultivation of crops which require intersiuse of water.

Second Theme: Developing Water Resources and Enhamg Water Supply

Non-Renewable Groundwater

As groundwater is the basic water resource in thmgdom, efforts will be made for its
optimal utilization and conservation, through tb#dwing measures:

* Conducting exploratory and geological studies determine the volume and
prospects of this resource along with studying reefam its development and
conservation;

* Abiding by the government’s policy of protectimgater sources against all types of
pollution through strict enforcement of pertineagulations and rules;

* It is imperative, in preparing the feasibilityuslies of all new agricultural and

industrial projects, to consider water as an eléméiasic cost evaluated on the
basis of the marginal cost of alternative sources.

* Developing a unified information base for watesusces covering data about
quantity, quality and utilization rates provideathhis data base shall be available
to all concerned agencies as well as scientificrasdarch agencies.

Wastewater

The volume of treated wastewater has reached ll®mcubic meters/day, of which
340,000 cubic meters/day is used for agricultuteppses, or only 23 percent. Thus, there
is wide scope for long-term utilization of treateecastewater. This activity will be
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developed within the national wastewater prograimchvaims at raising the coverage rate
of population served by wastewater projects to &@@gnt in the medium-term and to more
than 90 percent in 1440/41 (2020).

The private sector is expected to be provided with opportunity of establishing water
networks, treatment of wastewater and re-use ddtece water for agricultural and
industrial purposes.

Desalinated Water

The evaluation of available and sustainable lomgrtealternatives indicates that
desalinated water will likely constitute the baaid primary water resource required for
the development process. The desalination industl only substantially augments
existing water sources, but future technologiesatse promising for the prompt solution
of water shortages. In the long-term, water deadbn may become possible using
renewable energy sources such as solar energy, emacyy and nuclear fusion energy,
thereby providing sustainable potential for watesalination.

During the coming two decades, the desalinationstrg based on normal energy sources
(oil, gas and electricity) will witness substangabwth with the participation of the private
sector. Opportunities will be provided for privai@mpanies to establish water desalination
plants and dual-purpose plants (water and elewftyiwiithin a competitive market for the
provision of water and electricity, thereby leaditogimproved economic efficiency and
reduced costs.

Third Theme: Regional Cooperation

The issue of limited water resources in the medamd long-terms is considered as a
regional issue that is one of the most prominerdllehges facing socio-economic

development in the world, in general, and the Mid#&ast, in particular. Cooperation

between neighboring countries in the field of depehlent and management of new water
resources is expected to be among the major afeguoe regional and international

cooperation. The activities of scientific reseasid technology development, and the
exchange of experience in the development and neamaxgt of water resources may
constitute the most prominent areas of this codjmera

The growing coordination and integration among ¢oes in the regions, along with

growing exchange and participation activities amtirgge countries, will pave the way for
various patterns of cooperation in the future reéeay the provision of water resources.

3.2.7 Role of Science, Technology and Informatiorifechnology in Future
Development

3.2.7.1 Long-Term Perspective

In the coming two decades, the Kingdom is expettethce several challenges at both
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domestic and external levels that must be addregsedgh a comprehensive and clear
vision for the various aspects of the Saudi econamgiuding science, technology and
informatics.

In this context, the successive five-year develapgmplans have concentrated on
implementing a specific strategy for developing thector and building a national science
and technology base capable of innovation as weltiasemination and adaptation of
technology. The Kingdom will prepare a comprehemsiuture vision for science,
technology and informatics system within an ovel@tig-term national plan covering the
following elements:

1- Reducing the technological gap between the Kingdanh industrialized countries
by 1440/41 (2020) through encouraging R & D adwegt in the various
technological areas and upgrading national skiligital development activities.

2- Dedicating science, technology and informatics he tlevelopment of human
resources and upgrading their standards to infenatlevels capable of dealing
with advanced technologies.

3- Acquisition of strategic technologies, particularifhose related to water
desalination, food production and defense.

3.2.7.2 Strategic Challenges and Key Issues

Rapid scientific and technological developmentstigalarly in the field of information
technology and advanced materials technology (@&t@nd molecular engineering) will
affect all aspects of economic life. The twentgtficentury will witness accelerated growth
in scientific inventions and technological applioas, particularly in those fields which
will deepen economic and cultural globalization gamdvide promising opportunities for
sustainable development. They will also bring narallenges.

The challenges which will face the Kingdom in thelds of science, technology and
informatics, and which should be addressed durimg ext two decades, could be
summarized as follows:

1- Increased significance of intellectual propertytpation and its relevant impacts on
the Kingdom.
2- The tendency towards further privatization of stfen research will require

encouragement of the private sector to undertalseareh and development
activities, as well as identifying the respectiv@ds of research and development
which should be undertaken by the public and peisaictors.

3- A change of emphasis from dependence on investre&unns from production to
dependence on returns from research and developméith may require new
corporate structures, organizations and work grexiin the Kingdom.

4- Accelerated innovations and technological advand#saffect corporate plans in
the Kingdom and the process of negotiating tectgyotoansfers.
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5- Increased global expenditure on research and dawelot (in both public and
private sectors) as a percentage of GDP that neuseftected in the science and
technology strategy of the Kingdom.

3.2.7.3 Central Themes and Long-Term Policies

To develop the Kingdom’s own scientific and teclogital capabilities, it is very
important to prepare long-term plans, strategied palicies which aim at identifying
scientific and technological development trendsthe Kingdom. This will entail the
mobilization of necessary resources and capadititbsn a comprehensive plan for science
and technology and a similar plan for informati®¥ork has already started on the
preparation of these two plans in cooperation betw€ACST, the Ministry of Planning
and related agencies.

The long-term science, technology and informaties pwhich extends up to 1440/1441
(2020), comprises the following themes and longatpolicies:-

Theme # 1: Developing Science and Technology (S&T) System anfinhancing
Awareness

Emphasis will be laid on the adoption of a compnsinge plan for development of the
S&T system by ensuring integration of its elemeatsl consistency of its plans and
linkages, and on promoting S&T awareness amongecis by all means and at all levels.
This theme could be dealt with through the follogvpolicies:

1- Coordinating the efforts of S&T system elementseegch and development, and
acquisition of technology as well as supportinditedogical services.

2- Establishing intermediate institutions betweendlaments of S&T system such as
engineering development laboratories, technologiclvelopment centers,
technology finance funds, and incubators.

3- Disseminating a S&T culture broadly among citizém®ugh various information
media.
4- Developing various means of S&T awareness, upggadapabilities of staff and

ensuring continuous upgrading of quality in ordeattract all segments of society.

5- Including the fundamentals and concepts of scientiésearch, technological
development and informatics in the curricula ofg@ahand university education.

6- Using the Arabic language in scientific researcd &&chnological development
and translating international scientific and tedbgiwal books into Arabic.

Theme # 2: Supporting Scientific Research and Technological xelopment

Enhancing national strategic and development rekeaapabilities in fields such as
electronics, petrochemicals, pharmaceuticals matwiag and water desalination will
stimulate the producing sectors and increase nloexpbrts as well as contribute to import
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substitution. This theme includes the followingipiais:

1. Continuing to support scientific research araht®logical development related to
water resources (conventional and unconventiomarder to preserve, develop
and utilize those resources in an optimal manner.

2. Supporting scientific research and technologiadvelopment related to
desalination and treatment of wastewater.

3. Paying attention to research and technology ssacg for enhancement of the
Kingdom’s defense and security capabilities.

4. Pursuing scientific and technological developtaein the field of electronics,
information technology and telecommunication sa@&mbark on research and
development of strategic significance to the Kingdo

5. Conducting studies and research pertaining tioralaresources and environmental
protection.
6. Supporting research and development needed toevac permanent and

competitive growth in the major sectors (oil, gagtrochemicals, agriculture,
transport, telecommunications, electricity and deaton).

Theme # 3: Transfer, Endogenization and Creation of Own Technlmgy in the
Kingdom

Transfer of technology has become increasingly oléget on specific plans and programs
that classify the needed technologies accordintpeo strategic positions, and seeking to
endogenize and develop them locally according tmesktic capabilities and conditions.
This could be achieved through the following p@gi

1- Monitoring advanced technologies in all fields.

2- Paying attention to selection of appropriate teébgies for sustainable
development in the Kingdom and supporting theindfar and effective application
in the Kingdom.

3- Encouraging transfer of advanced technologies framversities and national
research centers to producing and services sectors.

4- Developing negotiation capabilities and settingutatpry rules to ensure actual
transfer of technology when implementing investng@oiects.

5- Enhancing the means and methods needed to endeg&thnology in the
Kingdom in a manner that allows full assimilationdaadaptation of imported
technology.

Theme # 4: Supporting and Encourading Innovation, Invention, Talent and
Intellectual Products

Investing in outstanding national talents will Igadthe formation of a team of excellence
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in science and technology, thereby expanding th& B&se in the Kingdom. This theme
could be addressed through the following policies:

Nurturing local talent, particularly in the field science and technology.

Encouraging the adoption of new local and inteorati inventions by the private
sector.

Implementing cooperative education programs in tatthnical education and
vocational training institutions.

Attracting talented individuals to join researcimiegs.

Demonstrating the talents and innovations of talnindividuals in different
information media.

Enhancing the role of the family, the school andiety in discovering and
nurturing talented individuals.

Theme #5: Increased Utilization of S & T Cooperation Programs

During the next two decades, the Kingdom will caricate on supporting and developing
all types of S&T cooperation with the Gulf, Arab damslamic countries as well as
advanced countries and international organizatidmsugh adoption of the following
policies:

1-

Making use of bilateral and multilateral agreemesitmed between the Kingdom
and countries which are scientifically and techgaally advanced, in developing
the fields of priority for the Kingdom, such as q@ehemicals, telecommunications,
electronics, water, mineral resources and envirottme

Making optimal use of the training opportunitieschinical consultations and other
services provided through bilateral agreements #rel various international
organizations.

Making use of the opportunities provided by the nglabal directions in the
techniques of scientific and technological cooperat

Enhancing S & T cooperation among the GCC countriesrder to achieve full
integration in the field of S & T, and increasinigateral and joint cooperation with
Arab, Islamic and other friendly countries in tiedd of S & T.
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4. STRATEGIC DIRECTIONS OF THE SEVENTH
DEVELOPMENT PLAN

The strategic directions of the Seventh Plan cogeprdimensions of development,
domestic and international challenges, generalatibgs and strategic bases of the Plan
and their focus, and the key issues as shown below:

4.1 DMENSIONS OF DEVELOPMENT

In its planning for development, the Kingdom hasmdd a long-term strategy that serves
as a framework for successive development planss,Téach plan was designed to address
prevailing conditions and to meet the challengeshef plan period, while building on
previous planning experience to mobilize resousres capabilities to meet the challenges
of the next stage.

As a result, each five-year plan was launched tsclidate the achievements of preceding
plans and to lay the groundwork for subsequentspl#rus maintaining consistency and
continuity in the planning process while also idigig favorable opportunities to realize
the objectives of development with its economigiaoand institutional dimensions. The
Seventh Development Plan, therefore, reinforces Haisic feature of the development
process while providing sufficient flexibility teespond to prevailing conditions and new
developments in domestic, regional and internatiarenas.

4.2 DOMESTIC AND INTERNATIONAL CHALLENGES

The Seventh Development Plan acquires a speciafisance as it will be implemented at
a time when the national economy has completefirgishundred years, during which it

has demonstrated its resilience and capacity td déh international and domestic

developments and is now preparing to move configéotvards its second centenary. It is
noteworthy here that the following significant fieles loom large in the economic horizon
of the twenty-first century:

- The growing trend of economic “globalization” rkad by increased integration
and linkages between various sectors and actiwfi¢se global economy, and the
growth in world trade as a result of internatiomatie liberalization.

- On-going revolutionary breakthroughs in inforroati and telecommunications
technologies resulting in enormous progress in dath information processing,
storage, retrieval and transmission facilities hatvide domestic and global high
speed flows of information at affordable costs.

- The growing importance of science and technolagyan essential means of
achieving economic gains in the context of incregsiompetition at both domestic
and international levels.

- Unstable international financial, foreign excharand raw materials markets and
the resulting sharp fluctuations in prices and nexs.
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- The unification of the monetary system and theemgymnce of the new single
currency (EURO) of the European Union (EU), with ilhcreasing importance as
an international trade block alongside other tratlecks such as NAFTA and
APEC.

Because the Kingdom adopts the philosophy of armagket economy which is open to
and interactive with the global economy, the Saembnomy has come to constitute an
effective element in international trade transaicn harmony with the various trends in
the world economy, such as the formation of theem@ntioned economic blocks and
international agreements such as the WTO and others

At the domestic level, continued rapid populatiowvgh brings increased demand for
government services and growing pressure on iméretsire and on education, training and
health services, along with a growing number of ma&rants to the labor market. Further
consideration will be given to these issues in $sgenth Plan. On the other hand, these
growth-related demands at the domestic level carffextively met by a free market
national economy that is firmly bolstered by a matand well developed private sector
which enjoys adequate technical and investment oiiéggm and which contributes
effectively to economic activity by efficiently ssftying the social demand for various
goods and services. The government’s initiativeniplementing the privatization program
has been a forward step in this direction with d@ita of expanding the scope of private
sector participation and enhancing its leading rate the development process.
Furthermore, the Kingdom enjoys the benefit of a@vaaced system of infrastructure
facilities and other economic services which enbathe level of economic activity and
boost its efficiency.

4.3 GENERAL OBJECTIVES AND STRATEGIC BASES

Against this background of domestic and internatiaonditions, the General Objectives
and Strategic Bases of the Seventh Development136/21-1424/25 (2000-2004) have
been formulated to reflect and affirm the developtregppproach adopted in the previous
plans, based on free market principles and in a@ecoe with Islamic teachings and
values. Thus, the General Objectives and Strategges of the Seventh Plan emphasize
the safeguarding of Islamic values and confirmintai®s Sharia (God’s Divine Law),
upholding national security and social stabilitgntinuing with the development and
utilization of Saudi human resources, providing ibaservices to citizens including
education, health and social care services, diyergi the national economic base,
encouraging the private sector, completing infragtire development in conformity with
the growing demand for such facilities and reafizaomprehensive and balanced growth
throughout the Kingdom’s regions.

4.3.1 GENERAL OBJECTIVES

The General Objectives of the Seventh Developmént P420/21-1424/25 (2000-2004)
approved by the Council of Ministers’ Resolution.N68) dated 28/3/1420 based on the
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Shoura Council recommendation included in its dedde. (30/34) dated 17/9/1419, state
the following:

To safeguard Islamic values by duly observing andeavoring to confirm and
disseminate Allah’s Sharia (God’s Divine Law);

To defend the Faith and the Nation; to upholdstaeurity and social stability of the
Kingdom; and to deepen the values of national lyyahd belonging;

To improve the services provided to Hajj and Umprformers so as to facilitate
easy performance of religious rites and suppomeguc activity;

To provide an appropriate range of services tabknthe individual citizen to
become more productive and capable of a positimtribaition, and to expand the
provision of basic services to citizens in edugatizealth and other services along
with diversifying the means of financing and mamggsuch services;

To develop human resources and continually ensureincreasing supply of
manpower; upgrading its efficiency through traintogmeet the requirements of
the national economy, and replacing non-Saudi maapwith Saudis;

To promote cultural and informational activitieskeep pace with the Kingdom's
development;

To continue to achieve balanced growth throughautegions of the Kingdom,
and increase their contribution to national develept;

To enhance the private sector’s participatioednio-economic development;

To prepare the national economy to adjust in senflexible and efficient manner
to economic changes and international developments;

To reduce dependence on the production and ergportide oil as the main source
of national income, and to increase the value addedude oil prior to exporting;

To diversify the sources of national income ancxpand the production base of
services, industry and agriculture;

To develop mineral resources and to encouragewesy and utilization thereof;

To complete infrastructure projects necessargdieve overall development, to
maintain them and improve their performance anchou of finance;

To keep abreast of developments in science, tdabyp and information
technology, and to encourage research, developamehtechnology assimilation;

To continue to protect the environment againdlupon and develop appropriate
systems; and to preserve natural resources andmensildlife;

To promote integration among the Gulf Cooperattmuncil (GCC) countries and
to strengthen the Kingdom'’s relations with Araltamsic and friendly countries.
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4.3.2 Strategic Bases

The aforementioned resolutions of the Council ofnisters and the Shoura Councll
identified 17 strategic bases and 97 policies foplementation of the Plan’s general
objectives, which are attached in full as an appeatithe end of the plan document.

4.3.3 Areas of Emphasis and Central Themes

The basic emphasis of the Seventh Plan is derreed the general objectives and strategic
bases approved by the Council of Ministers, whatué on the most significant domestic
and global issues and developments expected tadeel oy the Saudi economy over the
Seventh Development Plan period. Moreover, the ig¢obdjectives and strategic bases of
the plan also confirm the basic features of thesttigament approach adopted by the Plan,
with its priority on the development and increasddization of human resources in
conformity with previous plans’ attention to thigtal strategic resource, with the
development of citizens’ capabilities and the mdlon of their aspirations being the
ultimate goal of development. In this context, flith objective of the plan staté§o
develop human resources and continually ensure naneasing supply of manpower,
upgrading its efficiency through training to medtetrequirements of the national
economy, and replacing non-Saudi manpower with S&au8imilar attention is also given
to the educational, health and social sectors thighaim of ensuring such basic services,
whereas the fourth objective staté® provide an appropriate range of services to blea
the individual citizen to become more productivel @apable of a positive contribution,
and to expand the provision of basic services tizeasis in education, health and other
services along with diversifying the means of foeiag and managing such servicesi
this connection, the Second Basic Strategic PriegfatesTo improve efficiency in the
production of services, utilities and products whitbe government provides for citizens
both directly (such as education, health, municipatl security services) and indirectly
(such as water, electricity, transportation and isaommodities)’

Since the Kingdom has already taken substanti&kiped steps in its privatization strategy
that will encourage a new dynamism in the econanironment based on private sector
initiatives to meet society’s needs for goods aexlises, the Objectives of the Seventh
Development Plan assign special significance to dbetinued implementation of the
privatization policy in its various forms. This dei is highlighted in the Plan’s eighth
objective which state$To enhance the private sector’s participation iacg-economic
development”and the third basic strategic principle which etdContinue the policy of
giving the private sector the opportunity to und&g many economic and social tasks of
the government, on condition that this would resulteal benefits through lower costs,
better performance and employment opportunitieSeudi citizens!”

Furthermore, the General Objectives and Strategi®eB of the Seventh Plan encompass
new objectives. In serving the Islamic Faith andnzafor the interest of Muslims, a new
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(third) objective has been addéd@o improve the services provided to Hajj and Umrah
performers so as to facilitate easy performanceetifjious rites and support economic
activity”. This objective derives its significance from #hitgasic facts which are:

First: The continuous keenness of the government of trea@ian of the Two Holly
Mosques to upgrade the standard of services provideHajj and Umrah
performers.

Second: The steady increase in the number of Muslims whwet to the Two Holy
Mosques due to natural factors (population growdimd economic factors, a
matter which entailed the continuous expansiomefservices provided to Hajj
and Umrah performers.

Third: To enhance the activities of the domestic econsmgs to ensure services and
benefits for Hajj and Umrah performers.

The Seventh Development Plan also gives parti@ttention to enhancing technological
advancement and building a national science antntdogy base. Accordingly, the
Fourteenth Objective of the Plan statd® keep abreast of developments in science,
technology and information technology, and to emage research, development and
technology assimilation” while the Fourteenth Basic Strategic Principleates
“Establishing a national science and technologydaapable of innovating and inventing
as well as adapting technology”

In recognition of the significant interaction amderdependence between environment and
development, the Fifteenth Objective of the Plaatest“To continue to protect the
environment against pollution and develop approfariaystems; and to preserve natural
resources and conserve wildlife”

Special attention is given by the plan objectives the maintenance of existing
infrastructure, as an essential requirement fosingi its efficiency and attaining the
maximum output levels compatible with design cayadn recognition of the importance
of comprehensive maintenance in prolonging thedgan of infrastructure facilities, the
Seventh Plan has set a basic strategic princigligixely for the purpose of maintenance.
The plan’s Fourth Basic Strategic Principle catis ‘Emphasizing the maintenance of
existing infrastructure in a proper operational a@on with maximum efficiency of
utilization and minimum costs”Policies developed for this basic strategic ppiec
emphasize that projects must include provision ftdure operation and maintenance
programs, and that particular attention should beergto the costs of operation,
maintenance and renovation following decisionshendconomic feasibility of the projects
involved. The second policy of the Fourth Basiattgic Principle specifically stipulates
“Reducing the costs of maintenance through standarg specifications whenever
possible and feasible”.

Voluntary services receive special attention in tigectives of the plan, which has
dedicated a separate strategic base comprisingda pelicies for their realization. In this
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respect, the Fifth Basic Strategic Principle statd3eveloping voluntary services,
inculcating the concept and significance of sualvises on the part of individual citizens,
and improving their methods and performance tealest

With respect to education and training servicesyel as health and social services, the
objectives of the plan stress the need to develogh sservices based on accurate
quantitative and qualitative projections of populatdevelopments and their geographical
distribution. Thus, the Fifteenth Basic Strategimélple states*Adopting a population
policy that takes into account quantitative and lgative population variables and their
geographical distribution, and enhances the coriela between population variables and
economic and social development”.

The significance of this basic strategic princigiems from the following aspects:

1. The steady increase in the demand for social sssviesulting from population growth
and the young age structure of the Saudi populatesnwell as growing social
awareness.

2. The volume of the available resources which netassi adoption of scientific
methods in providing required social services prilmdased on optimal utilization of
available capacities (in existing public utilitiea3 well as expansion and development
of such resources on a scrutinized basis.

The Seventh Development Plan also focuses on tméincous upgrading of Saudi
manpower skills and development of their productepacities to deal effectively with
various technological developments. The Sixteentisi® Strategic Principle states:
“Emphasizing training and upgrading of manpowerrtose labor productivity, thereby
achieving optimal utilization of technology and gmment used in development activities”.

This strategic principle and its related policiengtitute an important element of the
Seventh Plan’s strategy aimed at preparing the iSsuamhomy for the stage that follows
the Kingdom’s joining of WTO and the greater ineggyn of the national economy within
the global economy. The implementation of thistetyer principle will lead to the steady
upgrading of Saudi manpower skills through trainemd re-training, developing their
production capabilities and enabling them to déatiently with production technologies

and equipment in use, thereby enhancing the cotiyeeiess of national products in
domestic and export markets through lower costs taghder quality, and providing the

Saudi economy with the flexibility needed to respaie changes in the structure of
domestic and global demand. Moreover, this stratpgnciple is an effective instrument
for accelerating the process of Saudiization.

The Seventh Plan focuses on the concept of rateat@n as a means for realizing
economic efficiency in the use of resources at potidluction and consumption levels and
the elimination of waste. The plan’s Seventeentlsi@&trategic Principle calls for
“Concentrating on rationalization as a basis for pgorting socio-economic
development”. This important strategic principle lists severaligies designed to raise
efficiency, including:
- Ensuring the optimal utilization of existing fates and services in all regions of
the Kingdom.



112

- Increased application of advanced technologycfurservation of critical natural
and economic resources and improvement of thdization efficiency.

- Enhancing public awareness of the importance ewkfits of optimum resource
use in general, and of water and energy in pagtcul

In the domain of foreign policy, the Sixteenth Qibjee of the Plan state§To promote
integration among the Gulf Cooperation Council (GGsountries and to strengthen the
Kingdom'’s relations with Arab, Islamic and friendlguntries”.

The Seventh Plan also focuses on the impacts efniational economic changes on
development, e.g. the Kingdom’s accession to theOVWdnd the increased interaction of
the Saudi economy with the global economic ordesuph the globalization process. In
this context, the Ninth Objective states the follogv'To prepare the national economy to
adjust in a more flexible and efficient manner tmmomic changes and international
developments”

4.4 KEY |ISSUES

This section reviews and analyses the key issugenting growth in various sectors of
the national economy and the long-term objectiviesogio-economic development in the
Kingdom. Solutions and alternatives have been sigddor addressing these issues based
on the studies prepared by the Ministry of Planrabgut the structure of the national
economy and its various sectors. However, the sspuesented here represent only part of
the key issues addressed in the Seventh Plan dotuae other key issues which are
directly related to a specific sector are addregséide relevant chapter for that sector. The
related agencies are expected to study the prommetions and implement them during
the Seventh Plan period.

4.4.1 Water Issues

The Kingdom’s geographic location in a desert @emi-desert environment and its arid
climatic conditions means that water is a basitofamfluencing the social and economic
development processes. The scarcity of fresh waserces is a key issue for sustainable
development, which has become increasingly probierfa the following reasons:

- The imbalance between available water resourcdgtize rising demand for fresh
water resources, particularly non-renewable growatker, to meet basic human
needs, as well as demand for various agriculturdystrial and social purposes.

- Limited potential for developing renewable growardl surface water resources, the
quantities of which depend mainly on rain.

- The substantial costs shouldered by the goverhnfmn production of water
(desalinated water and reclaimed wastewater).

Despite the achievements made by the water sdutoughout the development process,
there are many inter-related water issues in theld f of its management and
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development. These issues deserve further consaeand require effective measures to
overcome them. The most important issues are:

The shortage of water data and information neassithe establishment of a data
base through more detailed studies and researaleas not yet studied in detail,

and the updating of previous studies in cooperatith research agencies inside
and outside the Kingdom. Such studies could be aseitool for preparation of a

National Water Plan, through which a specific stggt could be prepared for the

water sector, identifying the current and futurp@y of and demand for water and

how to achieve balance between supply and demand.

The need to enhance water conservation measureseview the rules and
regulatory mechanisms and to stress the importasfceaationalizing water
consumption through all information, educationadmaistrative, organizational
and technical media as well as pricing policies.

The need for effective coordination among watemaggs at the national level, due
to the complicated interrelations between the wagstor and other development
sectors, and the need to prepare alternative pslior those sectors with a greatest
influence on the water sector. There is an urgee¢dnto reconsider the
administrative structure of the water sector saoasnify all agencies responsible
for water into a single independent agency.

It is necessary to determine water use prioritiessistent with an appropriate
conservation system and to give priority to doneessers in urban and rural areas,
water for livestock and water to meet industriadl agricultural demand within the
requirements of sustainable development.

The need to adopt a strategy for the developmenivater desalination and
wastewater treatment technologies that would helgeae maximum economic
efficiency for such a new strategy.

Increased per capita consumption of potable watenajor cities and the apparent
gap between the high costs of water productionpaedailing water prices.

Water Policies

The Seventh Development Plan stresses efficiengromements in water management
and development through a set of policies for meetuture needs by the most efficient
and effective means, taking into account the ecaecysncial and environmental aspects of
water. The most important policies are:

Conserving fresh water resources and adopting agdawater use technologies in
order to reduce demand for water and energy used.

Limiting the expansion of uncontrolled water use &gricultural purposes and
conserving non-renewable water reserves.

Intensifying the development of renewable surfaweé ground water resources and
their optimal utilization as they represent thenpaiy water resource in the
Kingdom.



114

- Adopting a strict policy of enforcing the rules amgjulatory mechanisms for water
conservation.

- Enhancing data on water resources and establishingbmprehensive water
database.

- Analyzing, disseminating and utilizing water data preparation of an updated
National Water Plan.

- Full implementation of the Council of Ministers’ &sution # (9), dated 10/1/1420
AH that approves the Ministerial Water Committeessommendations calling for
endorsement of the general framework for ratioasitn of water consumption and
updating the National Water Plan, as well as rewigwhe associated regulatory
decisions and measures.

- Improving the methods of operation and maintenarfcgater facilities in order to
achieve maximum efficiency.

- Emphasizing the development of Saudi manpower e water sector through
enhanced training and scholarship programs so @sstare preparation of qualified
technical and managerial manpower in the fieldsvater management, use, and
planning.

- Considering environmental aspects when establishiugoperating water facilities
as well as avoiding the causes of water resouraistipn.

- Consolidating private sector participation in thater sector and enhancing its role
in improving the production efficiency of the secto

- Supporting scientific research and technologicaktgpment in water desalination
and treatment.

4.4.2 Education Issues

* Absorptive Capacity of Higher Education Instituti ons

The rapid growth in secondary level graduates makesperative for higher education
institutions to find appropriate solutions for tidsue through sound policies and measures
to increase their absorptive capacities.

The most important policies and measures are kgl
- Expanding the base of higher education both hotatlyrand vertically.

- Establishing new channels and patterns of highecathn such as open university
and distance learning.

- Continuing with opening new community colleges ihragions of the Kingdom,
increasing their enrollments and supporting thedleges with physical and human
resources.

- Improving internal efficiency of the universitiesndh other higher education
institutions and reducing the number of years iteeg$or graduation.
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Encouraging the private sector to establish privatgersities and colleges.

Merging the regional branches of universities anghsolidating them in
independent universities.

Internal and External Efficiency of the Education and Training Systems

The significance of this issue stems from its din@gpacts on development of human
resources and elimination of Saudiization constsaifihe previous five-year development
plans achieved some progress on this issue. Howeler increasing importance of
education and training during the coming stageevetbpment requires that utmost efforts
be made to improve internal and external efficieagyollows:

A.

General Education

Internal Efficiency

The inverse relationship between the rates of rgpe&and dropout (i.e. education
and training wastage) and the level of internalcefhicy of the education or
training system, made the previous developmentsppay particular attention to
the internal efficiency of the education and traghsystem in the Kingdom, pursue
the development of these efficiency indicators @nopose specific policies for
their improvement. However, analysis of the presamditions of the Sixth Plan
indicated that the rate of internal efficiency bétgeneral education system in the
Kingdom amounted to 78.8 percent, 86.1 percent &hdl percent for the
elementary, intermediate and secondary stagesatesge, thus allowing further
room for improvement and development during theeBdvPlan.

Technical Education and Vocational Training

Internal Efficiency

Available studies refer to the need for reducing filites of repetition and dropout
as well as the average number of years investegrémtuation of students, as they
lower the rate of internal efficiency. These stgdiedicate that the main reasons
behind the high rates of repetition and dropoutha technical education and
vocational training institutions are the multipticiof disciplines available for
students at the time of enrollment and the studerdbility to select the disciplines
which match their goals and aptitude, as well aslaélck of a coordination unit to
receive the applications and distribute admittedetts to different institutes.

Higher Education

Internal Efficiency

Despite some progress made with respect to inteffialency of higher education
during the Sixth Plan period, the number of yegsens by students for
graduation and the ratio of graduates to enrollnaet still below the desired
levels. Hence, further efforts should be devotednduthe Seventh Plan to improve
the situation.
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External Efficiency

External efficiency refers to the degree of respobg the educational system to
labor market requirements through supplying grasRiatvith appropriate
qualifications in adequate numbers to fill the joleeded by various establishments
and economic activities. This response is represehy the number of students
graduating from each specialization, the qualitykwdéwledge and skills acquired
by the graduate and the degree of consistency téhrequirements of the labor
market.

Despite the substantial efforts exerted to addtess issue, higher education
institutions in the Kingdom still need to make het efforts and to take practical
steps to improve external efficiency and ensuresistency between the number of
students graduating from various specializatiors the requirements of the labor
market for such specializations. On the qualitasige, low external efficiency is

evident in the inconsistency between graduatedisski some specializations and
the skills demanded by the labor market. Such aigaulversely reflected in the
productivity of graduates and their competitivenesthe labor market.

Policies

Chapter 11 of this document identifies specificgu®als about the policies and programs
aimed at improving the internal and external edfidy of education and training systems
in the Kingdom. The main policies and programsasréollows:

*

Improving Internal Efficiency of General Education

This will be achieved by:

- Adopting the system of automatic promotion throtiyh early grades of the
elementary level while maintaining the quality atdndard of education.

- Conducting further evaluative studies for the scigiewith frequent
repetition.

- Using illustration aids to help students with liedtcapabilities.

- Assessing the effectiveness of general educatiorassdo identify the
optimal methods which could influence the educatioprocess and its
development.

Improving Internal Efficiency of Technical Education and Vocational
Training
This will be achieved by:

- Assisting students to select the specializatioh rtetches their desires and
aptitudes. This could be achieved through estambkstt of a coordination
unit for receipt of applications and distributiori students to various
institutes.
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- Improving institutional and training practices apobviding an effective
training management in order to establish a bat@ring environment.

* Improving Internal Efficiency of Higher Education

This will entail implementing a set of policiescinding the following:

- Linking the bursary with the performance and pregref students and
encouraging able students who complete their studighin (or in less
than) the designated period.

- Upgrading academic capabilities of the faculty fstafd researchers and
improving their performance.

- Abiding by reasonable teaching load factors andidiog opportunities for
faculty staff to attend specialized academic syrigpasd conferences.

* Improving External Efficiency of the Higher Education Institutions

This will be achieved through a set of policiegluling the following:
- Encouraging students to join scientific and techgmlal colleges.

- Linking higher education programs with the requiests of development
and the labor market.

- Providing practical training for higher educatidndents in the public and
private institutions as part of the graduation rszaents.

- Intensifying the efforts of the Chambers of Commeerand Industry
regarding requalifying graduates according to theguirements of
development and labor market, in coordination i Ministry of Higher
Education, Universities and concerned agencies.

- On-going assessment of performance of the gradwhtbgiher education
institutions by the private sector.

4.4.3 Science and Technology Issues

The Sixth Development Plan period witnessed intensand effective efforts by the
Kingdom in building a national science and techgglbase. Rising demand for scientific,
technological and technical services is expectadhduhe Seventh Development Plan
consistent with the ambitious planned growth ratiethe producing and services sectors
and other anticipated changes and developmentsceHénwill become imperative to
remove some constraints and to address some kegsiss order to realize the intended
standard regarding development, assimilation amtbgenization of imported technology
to ensure harmony with domestic needs. The mosifisignt issues are:

Local Technological Capabilities

Successive development plans have concentrated uddinig national technological
capabilities through the establishment of necessafyastructure and appropriate
institutions, support of research and developmetivity at government research and
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development centers, encouragement of the privatdors to establish research and
development units to assimilate and develop impoieehnology, and addressing related
constraints. According to available research swsyvessearch and development activity in
national companies and research and developméitiuiims has been declining. This is
attributed to two major reasons: first, nationadustries prefer to obtain foreign

technological solutions to providing or adoptingrdestic solutions; second, there is no
clear mechanism for monitoring and disseminatirfgrmation on the output of research
and development centers.

Coordination Between Research and Development Cemge

The absence of a clear mechanism for coordinatetwden research and development
centers and the producing sectors results in pa&ades and interactions between the
producer and the user of national technologicaltswis, thus constituting a major
constraint on the development of the national netelbase.

Policies

To address these issues, an integrated set ofgsofr building a national technological
base capable of innovation and invention must igemented. These policies are:

- To support the process of scientific research t@otinological development and
provide the financial, physical and human resoumesded to perform relevant
tasks effectively to meet the requirements for cahensive national security and
sustainable development, while enhancing awarasfabgse tasks.

- To develop the capabilities of the national sceeand technology system, and the
capacity of the producing and services sectorshm itlentification, transfer,
endogenization and production of technology neefted steady productivity
growth and improving the competitiveness of thes#a®'s.

- To establish a system for transferring technolayyd associated scientific
equipment with due emphasis on technologies thatampropriate to national
requirements and development needs.

- To develop an appropriate and effective mechararinking the outputs of R &
D centers with the needs of the producing sectogsta introduce new production
techniques for enhancing competitiveness and radunrerage costs.

4.4.4 Information Technology Issues

All public and private agencies concerned with texelopment and use of information
technology must work together to keep abreast watid developments in this field.
Efforts should be intensified, during the SeventmPto solve two key issues:

- National Information System

Government agencies must work to improve the qtyanéind quality of
information, in terms of its accuracy and timelines
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- Information Services

KACST is responsible for supervising the INTERNEmMmdaother information
networks, and for the protection of patent righaad for scientific awareness
programs aimed at deepening social awareness amwgratanding of the
significance of science and technology. Howevee, tusociety’s growing needs at
a time of accelerated global developments in infdiom technologies and services,
it is imperative to improve the quality of infornat services and to facilitate easy
access by users in the public and private sectors.

Policies

Achievement of the intended development of infororatservices will require the
adoption of the following policies:

- Integrating efforts in the field of informationn@ establishment of a national
science and technology base.

- Updating the existing rules and regulations ia tield of information in line with
current developments.

- Supporting and encouraging national industriesntyease their contribution to
information technologies.

- Introducing and expanding information technolsgie public and private sectors.
- Preparing and developing national manpower irfitd of informatics.

- Disseminating information services and technasegithroughout society and
enhancing awareness of information technology.

4.4.5 Productivity and Organizational Efficiency ofGovernment Agencies

Economic growth and rising living standards haveerbewxccompanied by population

growth and a steady increase in the demand foi@sétvices of high quality. At the same

time, there is a need to rationalize governmentedjture and to limit the size of the

public administration so that public services mibstdelivered in a more efficient way.

Raising the efficiency of public services will ingwe the investment climate and have a
positive impact on private sector activities.

Policies

- To reconsider the general organizational strectfrgovernment agencies through
studying the possible dismantling of agencies tu& no longer needed, and
combining in a single agency those agencies thé&bpe the same or similar tasks.

- To develop clear objectives and indicators for meag the performance of
government agencies in terms of the volume, qualitg timing of their outputs
(delivered services) rather than measuring inplsidget units.



120

- To develop the internal organizational structuréshe government units thereby
clarifying the limits of their responsibilities ammbwers, as well as expediting the
process of decision making and enforcement.

- To ensure better coordination between the speateins and activities of the
various government units.

- To eliminate duplication and contradiction in foemance of government tasks, if
any.

- To review and simplify administrative proceduiesorder to remove bureaucratic
complications.

- To provide more flexibility and autonomy to maeatent leaders in making
decisions on the use of resources available to.them

- To focus on appropriate criteria for selectinghaustrative leaders.

- To develop precise and specific criteria to eatdustaff performance, thereby
promoting higher productivity and improved perforroa in line with the nature of
their tasks.

4.4.6 Development of Non-oil Revenues

The most important option available for diversifyigovernment income flows and to
maintain public revenues against the adverse impattsharply fluctuating world oil
prices is to increase non-oil revenues. The SevBtah pays particular attention to this
issue in the thirteenth Basic Strategic Principld i the following general objectives:

- To reduce dependence on the production and erpertide oil as the main source
of national income.

- To diversify the sources of national income aacexpand the production base of
services, industry and agriculture.

- To develop mineral resources and to encouragewesy and utilization thereof.

The development of non-oil revenues will expand dnceersify the sources of funding
government expenditure thereby helping to mainttaéneconomic stability necessary for a
positive investment climate. Thus, the positive a3 of increasing non-oil revenues are
not confined to the public sector only, but alsdeed to the private sector through
encouraging domestic and foreign private investraedtreducing risks.

Although non-oil revenues have increased over these of previous development plans,
such improvements are not yet sufficient. Becaubehe multiple and interlinked
economic and social dimensions of this issue, ahsgtidy is needed to identify the best
alternatives available. Hence, the Seventh Planaddpt the following policies:

- To reconsider the existing tax system with the afnupgrading it and improving
collection efficiency while avoiding any adverseisbimpact.
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To review the rules and regulations concerning ¢bllection of customs duties
with the aim of simplifying them, improving the efency of concerned agencies
and increasing government customs revenues withffatting its regional and

international commitments.

To adjust the current charges and fees for gowem services to ensure they are
commensurate with their costs, and to improve tlfficiency of agencies
responsible for collection.

To review foreign labor recruitment fees in orttesupport Saudiization programs.

To move the balance of payments into surplushm future, while continuing
public and private sector efforts to develop ndrr-@renues.

To encourage private investment (both nationdl faneign) in the exploration and
utilization of untapped mineral resources.
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CHAPTER FIVE

THE NATIONAL ECONOMY IN THE
SEVENTH DEVELOPMENT PLAN
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5 THE NATIONAL EcCONOMY

5.1 PFREFACE

With the inception of the Seventh Development Plae, Kingdom embarks on a new
phase marked by global and regional circumstantasdre totally different from those
which prevailed at the outset of the Kingdom’s coamgnsive development planning in
1390 (1970). Against the background of the fasepaifcinternational developments, and
sharp fluctuations in world oil markets in receptiys, which had their impact on growth
rates, the balance of payments, government reveranes the widening gap between
savings and investment, the Seventh Development Ré&s been prepared within the
framework of a long-term perspective that outlind® main characteristics of the
Kingdom’s socio-economic development over the ngwd decades. Thus, the plan
highlights some significant issues whose impacterek far beyond the duration of the
five-year plan and identifies the strategy for @&iding such issues, with the aim of
ensuring sustainable development in the Kingdom.

In the above context, the Seventh Development Rk prepared in such a way that the
staged development objectives and policies of tae pan be achieved within the context
of the Kingdom’s long-term strategic planning. T@&neral Objectives and Strategic
Bases of the Seventh Development Plan, therefornghasize fiscal consolidation and
measures to improve the balance of payments, dsas/strengthening the competitiveness
of the Saudi economy. The Plan also focuses ostthetural changes needed to diversify
the Kingdom’s production base and sources of incam# government revenues, while
strengthening Saudiization and privatization pragaand boosting Saudi and foreign
private investment.

The Seventh Plan’s General Objectives and StratBgges also underline the drive to
increase productivity, upgrade the efficiency ofe tiprivate sector, and improve
performance in the Government sector. Provisioml$® made in the Seventh Plan to
maintain adequate standards of priority public ises; such as education and health. The
Seventh Plan also lays stress on the requiremempgoade efficiency in the public and
private sectors, increase competition and redustscohereby creating an appropriate
climate for the Kingdom’s accession to the Worldade Organization (WTO) and its
ability to face strong world competition.

In the context of maintaining development achievetsiethe guidelines for economic
development policy in the Seventh Plan have beenutated as follows:

* Adopt firm and consistent measures to reduce ldhdget deficit and achieve a
current account surplus.

* Achieve stable and steady growth of the natioeebnomy, through intensive
structural reform of the economic base, increasimgestments, and human
resources development, with the aim of attainingtaoable development and
steady growth rates over the long-term.
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Intensify efforts in the areas of privatizatioraudiization and economic
diversification in order to improve productivity, nlegance the economy’s
competitiveness, boost the private sector's coutioim to GDP and replace
non-Saudi labor with Saudi manpower.

Maintain adequate levels of monetary liquiditypgunade the efficiency of the
banking sector, and increase credit facilitiesht® private sector, with the aim of
boosting investment, while maintaining low inflatiand ensuring stability of the
Saudi Riyal.

Table 5.1 contains a summary of the major macramoanindicators of the Seventh Plan.

Table 5.1
Main Macroeconomic Indicators in the Seventh Plan
Share in GDP (%) Average Annual
1419/1420 1424/1425 Growth Rate (%)
(1999) (2004) (at constant 1994
prices)
GDP (Constant Prices) 100.0 100.0 3.16
- Crude Oil & Natural Gas 31.0 28.2 1.21
- Non-oil Private Sectof 50.6 55.4 5.04
- Government Services 17.8 16.2 1.21
- Import duties less bank service charges. 0.6 0.2 (16.0)
Expenditure on GDP (at current prices) 100.0 100.0
- Domestic Final Demand 87.7 84.4 3.42
- Final Consumption 65.0 59.0 2.2
Private Final Consumption 38.8 36.0 2.94
Government Final Consumption 26.2 23.0 1.00
- Gross Fixed Capital Formation 22.7 254 6.85
Private Investment 15.3 18.3 8.34
Government Investment 5.7 5.8 4.57
Oil Investment 1.7 1.3 (0.27)
- Goods and Services Export Surplus: 10.0 13.8 1.0
- Exports 41.4 44.3 2.74
- Imports 314 30.5 3.30
- Change in stocks: 2.3 1.8 --
Current Account Balance at current prices (3.0) 6.9 --

*

Includes ail refining and excludes bank service charges.
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Table 5.1 includes a summary of the main macroeoanondicators of the Seventh
Development Plan which include the achievemenheffvllowing quantitative objectives:

(A) Achieve an average annual GDP growth rate &6 Jercent in constant 1414/15
(1994) prices through sustained and dynamic expansef the non-oil private
sector which is expected to grow at an averageamate of 5.04 percent.

(B) Achieve a real annual investment growth rate6@5 percent during the plan
period, thereby increasing investment’s share ilPGidm 22.7 percent in the base
year 1419/20 (1999) to 25.4 percent by the endh@fplan in 1424/25 (2004). The
private sector is expected to invest about SR 47Bidion, which constitutes 71.2
percent of the total investments of the Plan. Tees of private investment in GDP
will, therefore, increase from 15.3 percent in Hase year to 18.3 percent by the
end of the plan.

(©) Improve the current account position in theahaé of payments, turning the deficit
of —3.0 percent of GDP reported in the plan’s bgesar of 1419/20 (1999) to a
surplus of about 6.9 percent of GDP by the endhef Plan period in 1424/25
(2004).

Achievement of the Seventh Plan development oljestrequires collaboration between
the public and private sectors, as well as the walopf policies which support the
following directions:

* Enhance production capacities of the various ascbf the national economy,
through implementation of feasible investments amdection of suitable and
effective technologies.

* Enable the private sector to utilize the oppoities that emerge as a result of
increased integration of the national economy theoglobal economy, particularly
following the Kingdom'’s accession to WTO.

* Develop human resources and improve labor magKetiency in order to ensure
full employment and optimal allocation of such neses.

* Rationalize the use of economic resources, padity critical ones (such as
water), in all areas of production and consumption.

* Mobilize the private sector’'s own financial resoes through expanding the scope
of the domestic stock market.

5.2 BEcoNowMmiCc POLICIES

Accelerated socio-economic development is closely to economic policies, particularly
under increasing global trends towards the margeh@my, liberalization of international
trade and the growing role of the private sect@aifst this background, a policy-oriented
planning approach has been adopted which is swggpobly a set of advanced
macro-economic models with emphasis on the objestipolicies and measures that
ensure the realization of overall economic efficker(in investment, production and
institutional terms) in both the public and privagectors, instead of concentrating on
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government expenditure. This shift is considereduraque feature of the Seventh
Development Plan which targets acceleration ofcseconomic development in light of
the changes and developments that are taking pécthe domestic, regional and
international levels. These policies are reviewelb\.

5.2.1 Incentives and Regulatory Developments

The Kingdom has a good track record in stimulatimg activities of the private sector.
Foremost among the Kingdom’s policies in this respgeas been the direct financial
subsidies granted to selected private sector &e8yiparticularly in agriculture, as well as
indirect financial support such as soft loans tacadfural and industrial activities and to
the construction sector. Furthermore, the privaeetd has benefited from the
infrastructure network developed through substargiate expenditure. Over the past
decade, however, many countries have embarked garous policies to improve
incentives offered to the private sector and hambageced their competitiveness in
attracting foreign direct investments. Against thackground, the incentives offered to
stimulate economic activities of the private sedtrthe Kingdom will be improved
substantially during the Seventh Development Plan Henefiting from relevant
international experience. Measures in this are# lvél designed to enhance accelerated
growth of the national private sector’s activitiedjile seeking, in the meantime, to boost
the Kingdom’s competitiveness in attracting foreigmestments, which play a significant
role in expanding the production base of the nali@onomy, facilitating the transfer of
advanced technologies, accelerating economic gromtld expanding employment
opportunities for citizens. The plan recognizest thaccess in attracting foreign capital
hinges upon such factors as:

- Development of investment laws, particularly fbeeign capital investment law, to
be competitive at both regional and internationséls.

- Preparation of an investment climate that is abi@rized by economic stability.
- Provision of reasonable tax incentives that aragetitive at international level.

As a first step towards improving and developing tinvestment environment and
appropriate incentives, the Kingdom is currentlydsing a draft investment promotion
regulation that will take into account prevailingtarnational conditions and will be
internationally competitive in attracting foreigmvestment.

Among the measures that will be studied duringSkeenth Development Plan period, in
the context of the government’s efforts to imprdkie investment climate and develop
incentive mechanisms are:

* Establishment of a “one stop shop” system whdleadministrative procedures
required to start up a new business are processatki place as fast as possible.

* Simplification of administrative procedures inmmerned ministries and agencies to
speed up decisions. The aim will be to create tesysvith a set of clear and easily
understood rules that are applied in ways simddbusiness practices in advanced
countries.
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* Customs clearance procedures will be simplified.
* All laws and regulations affecting foreign andndestic firms will be published.
* Procedural aspects for settling commercial disputill be reviewed.

In parallel with efforts to streamline rules andukations, intensive efforts will be made to
disseminate information on various economic, reigujaand procedural aspects related to
private economic activity, both domestic and foneion the Kingdom. These efforts will
be aimed at familiarizing potential investors witlese aspects as well as the advantages
and unique characteristics of investment in theglom.

5.2.2 Fiscal Policy

The objectives of the Seventh Development Plastsfipolicy are:

* To contribute to improving the performance of treional economy and to prepare
it to adjust in a more efficient and flexible manrte domestic, regional and
international developments.

* To contribute towards attainment of a high lewélemployment, and expedite
Saudiization programs in both the public and pewsdctors.

* To increase non-oil government revenues and tluge the budget deficit to the
lowest possible level.

* To maintain the cost of living at a moderate levend to keep inflation at the
minimum possible level.

* To rationalize government expenditure and sulesidboth direct and indirect) and
to develop the existing tax system.

Achievement of these objectives requires that tiewing policies and measures be
pursued:

1. Achieve balance between government revenues arehditpres through:

- Reducing the budget deficit to the lowest possiblel over the plan years,
through rationalizing and reducing government norestment expenditure,
maximizing government revenue wherever possiblel &nancing the
deficit (if any) through issuing development bonds.

- Developing an adequate mechanism for attainingg-term fiscal
stabilization, in order to avoid the adverse effedf fluctuations in
government oil revenues.

2. Use surpluses of government oil revenues to redbeepublic debt and to
consolidate the Kingdom'’s foreign reserves.

3. Maintain strict adherence to approved expenditumétd, ensuring that the limits
set are not exceeded during the fiscal year. Emegsgand essential increases
should be funded through transfers from other atioos.
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Expand application of the various privatization raksdhat have proved successful,
and select new areas and modalities that are suf@abfuture privatization, in line
with the objectives, measures and considerationsfaéh in the Council of
Ministers’ decree No. 60 dated 1/4/1418.

Continue to rationalize prices of public utilityrsies.

Gradually reduce subsidies in conformity with thedgtom’s future obligations to
WTO. In the meantime, efforts should be made toease technical assistance
provided to productive projects in areas of redeallevelopment and guidance.

The development funds will continue to play theaspive role in providing loans

for individuals and companies, provided that th@ltgalue of loans be within the

limits of repayments, while taking into consideoatihe following:

- Loans should be linked to the rate of employmer8anidi nationals.

- Loans should also be linked to the use of domestgources in the
implementation and operation of projects.

5.2.3 Monetary Policy

The objectives of monetary policy in the Seventliv@epment Plan are:

*

Maintaining stable prices and ensuring adequaiguidity in line with
macroeconomic developments, as well as ensurirappropriate environment for
investment.

Continuing to maintain a stable banking systerd anhancing its efficiency and
competitiveness to enable it to meet the challemgsslting from the Kingdom’s
accession to WTO.

Developing and upgrading the efficiency of finealcmarkets to enable them to
perform an effective role in the future privatinatiprocess, along with enhancing
the efficiency of the private sector’s role in dhevelopment process.

To achieve the above objectives, the following gief and measures shall be adopted:

1.

Maintaining the purchasing power of the Saudi Rigat stability of exchange
rates in domestic and international markets.

Providing local liquidity according to the actualguirements of economic activity
within a framework free of inflationary pressurdspugh controlling the growth of
money supply in line with the development of rel@vaconomic variables, while
engaging in open market operations (buying andngetjovernment bonds) and
adjusting the legal reserve ratio, as key instrumehthis policy.

Enhancing the efficiency and supervision of the Koan system to ensure its
soundness and maintain its resources, while prowpats support of the national
economy and removing constraints that impede tbe f bank credits to the
private sector along with developing the rules aedulations governing bank
lending, in addition to encouraging Saudiizatiotnanks and financial institutions.
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Continue supporting the Credit Risk Center esthblisby SAMA to increase the
accuracy and quality of data obtained by commerbehks, and developing
information systems related to banking technology order to enhance the
efficiency of commercial banks.

Encouraging increased saving and capital formatiwough the development of
new savings channels to mobilize small savingswal$ as attractive investment
channels to attract national capital currently sted abroad.

Developing financial markets and enhancing thdiciehcy through:

- Reviewing and developing rules and regulations.

- Facilitating procedures for share trading operi

- Encouraging the creation of independent inforaratcenters to compile
data on joint stock companies, along with analyzargl disseminating
information that will assist investors’ decision kiray.

- Considering the possibility of trading new finaldnstruments in addition
to shares, such as bonds.

- Considering the possibility of allowing foreigmviestors to deal in domestic
financial markets under appropriate regulations.

5.2.4 Foreign Trade and Balance of Payments Poles

The Seventh Development Plan adopts a set of haompolicies which aim primarily at
realizing balance in the Kingdom'’s foreign tradengactions. These are:

*

Continue to develop the institutional frameworkforeign trade, to improve the
performance efficiency of related public and prevanstitutions, to improve the
level of coordination between them and to contirsigport of the Export
Development Center at the Council of the Saudi Gleam of Commerce and
Industry.

Encourage the private sector to increase its eshafr foreign trade through
intensified incentives and technical assistancé twatribute to improving the
sector's competitiveness in world markets, paréidyl in the fields of
petrochemicals, refined oil products, and energytensive industries.

Enhancing trade cooperation with the GCC cousttigough further harmonization
of custom systems and standards and specificataots expanding joint ventures
as a practical step towards a customs union.

Expanding the Kingdom'’s international economiadamnade relations with other
countries on the basis of mutual interests.

Enhancing the competitiveness of national prosluictthe domestic market against
similar imported products, through improvement aflify and intensification of
efforts to improve efficiency and reduce costsaud business firms.

Reduction of current external transfers by intbed Saudiization efforts as well as
appropriate channels to absorb the savings of dgordabor in productive
investment within the Kingdom.
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Linking the Kingdom’s assistance to developinguctiies with foreign trade
development objectives, by providing such assigtandind from the commodity
surplus available for export, where possible.

Encourage private investment of both Saudi anckifm capital in production
projects that contribute to developing non-oil estpowhile giving priority to

national industries and joint ventures which ackiéive dual objective of import
substitution and development of non-oil exportxpngl with considering the
feasibility of establishing free trade zones at iagdom’s main ports, and
continuing with the transfer of port operations amdintenance to the private
sector, in order to improve performance efficiency.

Adopting appropriate measures for increasing m@Venues and reducing the

adverse impacts of a decline in world oil pricésptigh:

- Studying the needs of various world markets anddixeelopment of demand
patterns and energy legislation therein, ensuriagepation of such markets,
promoting more integration of the Saudi oil indystvith the world market
through feasible refining and marketing projectthvimfluential partners in the
major markets to promote the marketing of Saudaad oil products, as well
as increasing the fleet of national tankers in orie ensure flexibility of
marketing and reduced transportation costs.

- Monitoring the oil market in terms of supply andndend, as well as the
development of production and consumption poliecresnajor countries, and
ensuring on-going coordination with OPEC and norORcountries in order
to realize market stability in the short, mediuna é&ong-terms.

S'RUCTURE OF GROSsDoMESTIC PRoDUCT (GDP)

Within the strategy of diversifying the economicsbaand developing an efficient and
competitive private sector, the Seventh Developnf@lan aims at realizing structural
changes in the national economy through increagiaghon-oil private sector’s share of
GDP. As shown in Table 5.2, the main structuraingies in the composition of GDP by
economic activity during the Seventh Plan are Heis:

1.

Growth of non-oil sectors at an average annual 0&t€.10 percent, arising from
growth in the producing and services sectors oft pércent and 3.44 percent
respectively. Accordingly, the share of non-oiltees in GDP will increase to about
71.6 percent by the end of the plan, compared ¢oita®8.4 percent in the base year
1419/20 (1999).

An increase in the producing sectors’ share of GDm 27.4 percent in the base
year to 30.0 percent by the end of the plan, thmogrgwth of non-oil mining at an

annual rate of 8.35 percent, petrochemical indestr8.29 percent, other
manufacturing 7.16 percent, construction 6.17 per@nd electricity, gas and water
4.62 percent.

An increase in the share of non-government senfices 23.2 percent of GDP in
the base year to 25.4 percent by the end of the ptaan annual growth rate of 5.03
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percent. This will be achieved through growth of thade sector (4.21 percent),
transport and telecommunication (3.75 percentprianal services and real estate
sector (7.68 percent) and community and personalices (4.17 percent)
respectively. As a result, the private non-oil egstshare in GDP will rise from
50.6 percent at the start of the plan to about pBrdent by the end of the plan.

Growth of the government services sector at anageannual rate of about 1.21
percent during the plan period will lead to a deelin its percentage share in GDP
from 17.8 percent in the base year to about 16:&péeby the end of the plan.

Growth of crude oil and natural gas sector at araye annual rate of 1.21 percent,
which is much lower than the growth rate of the GB#I lead to a decline in its
percentage share in GDP from 31.1 percent in tlse jaar to 28.2 percent by the
end of the plan.

Table 5.2
Sectoral Composition of GDP in the Seventh Plan
at constant prices of 1414/15 (1994)

Value Added (SR million) Share in GDP % Average
1419/20 1424/25 1419/20 1424/25 Annual
(1999) (2004) (1999) (2004)  Growth Rate %
Non-Oil Sectors 325393 397728 68.4 71.6 4.10
Producing Sectors 130505 166901 27.4 30.0 5.04
Agriculture 34666 40282 7.3 7.2 3.05
Non-Oil Mining 2207 3295 0.5 0.6 8.35
Industry 45313 58206 9.5 10.5 5.14
Oil refining 17146 18064 3.6 3.3 1.05
Petrochemicals 4475 6665 0.9 1.2 8.29
Other Manufacturing 23692 33479 5.0 6.0 7.16
Electricity, Gas and Water 765 959 0.2 0.2 4.62
Construction 47553 64158 10.0 11.6 6.17
Service Sectors 194888 230828 41.0 41.5 3.44
Non-Government Services 110366 141070 23.2 25.4 5.03
Trade 35899 44117 7.5 7.9 4.21
Transport & Communications 32473 39029 6.8 7.0 3.75
Finance & Real-Estate Services 29054 42053 6.1 7.5 7.68
Real-Estate Services 7728 9633 1.6 1.7 451
Finance & Business 21326 32420 4.5 5.8 8.74
Services
Community & Personal Services 12940 15870 2.7 2.9 4.17
Government Services 84522 89758 17.8 16.3 1.21
Crude Oil and Natural Gas 14779, 15693« 31.C 28.2 1.21
Import Duties less Imputed Bank 2489 1038 0.6 0.2 -16.0

Services Charges

Total GDP

475673

555701

100.0

100.0

3.16
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The expected growth in all economic sectors andrifsct on the structural development
and diversification of the national economy is edkwith the set of objectives, policies
and programs for the producing and services secltus policies and objectives related to
each sector are reviewed below.

THE PRODUCING SECTORS
1. Crude Oil and Gas

The world economy is expected to resume its grawtthe early years of the Seventh
Development Plan with the crisis-affected econonmiedisia, Latin America and the
Russian Federation regaining stability and econogriowth, albeit at less than the
pre-crisis rates. Consequently, world oil pricee axpected to regain stability at price
levels, though moderate, well above the levels hedcin 1418/19 (1998) and early
1419/20 (1999). Given its surplus capacity and rtiederate price expectations, OPEC
countries are expected to sustain recent trendgavfing market share in the world oil
market. Natural gas is expected to increase iteeshathe domestic energy market at the
expense of crude oil and intermediate distillatedpcts used as fuels in electricity
generation, water desalination and industry. Gim@ment assumptions regarding trends in
domestic and world demand, the crude oil and nagas sector is expected to witness an
average annual growth rate of 1.21 percent dutiegRlan period at constant prices of
1414/15 (1994).

2. Mining and Quarrying

The mining sector is expected to be one of theegagirowing sectors during the Seventh
Development Plan. The granting of concessionarymjer has already started for
prospecting of precious metals in several miningssiwith several metallic mining sites
having proven their investment potential. This eefs the effectiveness of steps to
streamline the investment code to encourage privatestors to invest in minerals
manufacturing and exporting. The expected growthhef sector during the plan period
(about 8.35 percent per year) represents a progisdicator for utilizing, manufacturing
and exporting mineral resources in the future.

3. Qil Refining

Ongoing programs to upgrade refinery productionmeet the needs of domestic and
global markets will continue during the SeventhnPlgurthermore, the Seventh Plan will
witness accelerated substitution in the domesticketaof oil for direct combustion by
natural gas and heavy fuel oil. It is expectechs $eventh Plan, that the private sector will
intensify its search for investment opportunitiasthe downstream industry in both the
domestic and world markets, in line with the Kingds long-term strategic objectives to
boost value added of the oil sector. As a resiét,dil refining sector is expected to grow
at an average annual rate of 1.05 percent dureng mriod.

4, Agriculture

During the Seventh Plan, the transformation of dlgeicultural sector towards products
which conform to the Kingdom’s water resourcesriten to achieve sustainable long-term
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development, will continue. The agricultural seciwrexpected to grow at an average
annual rate of 3.05 percent as projected in the. pteence, agricultural subsidies will be
rationalized, resulting in further positive deveiognts in the production pattern of this
sector which is expected to shift from large scatep production using substantial
volumes of scarce water resources towards higrevadided crops using modern irrigation
methods, such as drop irrigation and greenhousgs cwith due emphasis on the role of
research and agricultural extension in raising potigity and quality levels.

5. Petrochemicals

This sector is expected to continue to spearheadKihgdom’s diversification efforts.
Several projects for significant expansion of ergptcapacities and the introduction of
new production lines will come on stream in theyegears of the Seventh Development
Plan. With over three-quarters of sales abroad,réhen to faster growth in the global
economy will have a significant and positive impagt enhancing production growth in
line with growth in world demand. Accordingly, tisector is expected to grow at an
average annual rate of 8.29 percent.

6. Other Manufacturing

Together with the downstream oil and petrochemsgsadtors, the “other manufacturing
industries” form the backbone of the industriaiigat drive in the Kingdom. The
diversification already achieved in this sectomgressive, reflected in deepening linkages
between Saudi industries. Production of many comesugoods, including agro-related
products and building materials, have now largeplaced imports. Several manufacturing
products have significant potential for export, tigatarly to regional markets.
Furthermore, adoption of the economic diversifmatistrategy aimed at exporting
industrial products and attracting foreign investiseis a favorable factor that gives
manufacturing industries a unique position in trevehth Development Plan. This is
reflected in the relatively high growth rate targétibout 7.16 percent in the Plan.

7. Electricity, Gas and Water

Several factors have contributed to the increasgeafand for electricity, gas and water,
most significant among which are the increasesadyction capacities of various sectors
of the economy and population growth which resultedhigher numbers of household
units. Demand for water remained stable duringnegears, albeit at a relatively high
level, reflecting the impact of the increase inftarin 1415/16 (1995). However, further
measures to rationalize water tariffs will be regdiduring the Seventh Development Plan
to achieve targets for the conservation of the Horg's water resources and to ease
pressures on expanding the capacity for water ib@s@n. Moreover, the supply and uses
of natural gas will be expanded during the planaiAst this background, the value added
of the electricity, gas and water sector is expbtbdegrow at an average annual rate of 4.62
percent during the plan period.
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8. Construction

Investments which will take place during the SelieDbevelopmenPlan are expected to
provide a significant stimulus for growth in thenstruction sector. According to the
Seventh Plan projections, about 12.9 percent af tovestment during the plan will be in
private buildings, while growth of government intraent in non-residential buildings will
also stimulate growth of the construction sectan$2quently, this sector is expected to
realize an average annual growth rate of 6.17 pedi&ing the plan period.

SERVICES SECTORS

1. Trade

The growth of this sector throughout the coursethaf Seventh Development Plan is
expected to be largely driven by the demand geeerby population growth. Sales of
foodstuffs and other basic consumer goods are &egbetm be the fastest growing
sub-sectors. Profit margins and investments intthde sector will increase when the
current excess capacity in this sector becomeg tailized.

Among the factors boosting the role of the traddaein the Seventh Development Plan
are the anticipated expansion and diversificatibthe non-oil production base and the
increased volume of trade in both domestic anddarenarkets. This sector is expected to
grow at an average rate of 4.21 percent.

2. Transport and Telecommunications

The transport sector generally enjoys sufficiemtacaty, which reduces the pressure to
invest in the construction of new facilities and kes it possible to direct resources
towards improvement and maintenance of existinglities. Furthermore, effective
coordination between different modes of transpdht iwad to optimal utilization of the
transport network and will also reduce the needrnfaw investments. The review of the
transport sector user charges to cover maintenzogts may lead to relatively low growth
in the demand for services of the various transpades.

In the telecommunications sector, revolutionaryhiedogical advances and rapidly
increasing demand for the sector’s services wdlifu the need for substantial investments
in this sector, using modern technologies. Henlors, $ector is expected to grow at an
average annual rate of 3.75 percent during the pgind.

3. Real Estate, Financial and Business Services

The finance and real estate services sector isceeghéo grow at an average annual rate of
7.68 percent during the Seventh Plan period, tkadihg to the increase of the sector’s
share of GDP from 6.1 percent in the base yeari@&rcent by the end of the plan.

The average annual growth rate of finance, ins@wamd business services will be about
8.74 percent. This rate is commensurate with the froancial and business services play
in meeting the increasing needs of the nationahecty for finance and the stimulation of
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both domestic and foreign investments. These s=swall also support new privatization
initiatives and structural reform of the financgdctor, and will benefit from productivity
improvements through technological developmentsbamking services. Real estate
services are expected to grow at an average araieabf 4.51 percent during the Seventh
Plan.

4. Community and Personal Services

The value added of the community and personal aesvsector constitutes around 2.7
percent of GDP. Nevertheless, the sector accounmts fsignificant proportion of total
employment in the Kingdom, reflecting low labor guativity of this sector. The targeted
growth rate of this sector during the Seventh Dawelent Plan (4.17 percent per year) is
in line with the plan’s focus on high value-addeti\aties and the need to reduce reliance
on foreign labor in lower-productivity services s@s, while taking into account other
factors such as population growth, expansion ofisou and the expected role of the
private sector in providing some services to citize

5. Government Services

Wages and salaries account for a high proportiorvatfie added in the government
services sector, which directly impacts on the waduof final demand for goods and
services.

The government services sector is expected to groan average annual rate of 1.21
percent, thus conforming with the policy of ratibniag government expenditure and the
expected role of the private sector in providing gpportunities for Saudi workers, as well
as with the privatization process.

5.3.1 Structure of Expenditure on GDP

The targeted structural changes in the national@og are linked with the pattern of final
demand for goods and services expected during ¢ker®h Development Plan. The plan
aims at achieving a change in the structure of mojere on GDP in favor of total fixed

capital formation (investment). As shown in tabE3] and figure (5.1), the major

characteristics and changes of expenditure on GDiIAglthe plan period are as follows:

1- Final government and private consumption expenelitwill decline from 64.9
percent of GDP in 1419/20 (1999) to 62 percent4@4125 (2004), based on its
average annual growth rate of about 2.2 percené futhe plan’s policies of
rationalizing public expenditure, government firnsumption will grow at an
average annual rate of 1.0 percent, thereby leatding decline of the share of
government final consumption in GDP from 25.2 petda the base year to about
22.7 percent by the end of the plan.

2- Private consumption expenditure as a percentaggDét will fall marginally from
39.7 percent in 1419/20 (1999) to about 39.3 perceb424/25 (2004), growing at
an average annual rate of 2.94 percent compar&il® percent for GDP as a
whole.
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Table 5.3
Structure of Expenditure on Gross Domestic Product
in the Seventh Development Plan
at constant prices of 1414/15 (1994)

SR Billion Share in GDP % Average
1419/20  1424/25  1419/20  1424/25 Annual
(1999) (2004) (1999) (2004) Growth Rate %

Final Domestic Demand 422.22 499.53 88.8 89.9 3.42

Final Consumption 308.90 344.46 64.9 62.0 2.20
Private Consumption 188.90 218.34 39.7 39.3 2.94
Government Consumption 120.00 126.12 25.2 22.7 1.00

Gross Capital Formation 106.32 148.07 22.4 26.7 6.85
Non-Oil Private Sector 71.07 106.07 14.9 19.1 8.34
Government Sector 27.40 34.26 5.8 6.2 4.57
Oil Sector 7.85 7.74 1.7 1.4 -0.27

Change in Stocks 7.00 7.00 1.5 1.3 --

Net Exports of Goods and Services 53.45 56.17 11.2 10.1 -
Exports of Goods and Services 214.58 245.68 45.1 44.2 2.74
Imports of Goods and Services 161.13 189.51 33.9 34.1 3.3

Total GDP 475.67 555.70 100.0 100.0 3.16

3- An important feature of the structural change ie pattern of available resources

utilization during the Seventh Plan is the increlasglative importance of gross
capital formation (investment) from 22.4 percentGiP in the base year to 26.7
percent by the end of the plan, as private gropstataformation is expected to
grow at a high average annual rate of about 8.34epg as opposed to 4.57
percent and -0.27 percent for investments in theegonent and oil sectors
respectively.

Due to difference in the planned growth rates @fegnment services and the oil
sector on the one hand and the private sector @mtter hand, the share of the
private sector in gross capital formation will iease from 66.8 percent in 1419/20
(1999) to 72.6 percent in 1424/25 (2004), whileghare of gross capital formation
of the government and oil sectors will decline fr@32 percent to 28.4 percent
during the same period.

The growth in gross capital formation will be acl@d mainly at the expense of
slower growth in final consumption expenditure asources are transferred from
consumption towards investment. The ratio of gazgstal formation to GDP will
increase from 22.4 percent in the base year to 2ér.@ent by the end of the plan.
In the meantime, the ratio of final consumptionG®P will decline from 64.9
percent in the base year to 62.0 percent by theoénide plan. The net value of
exports of goods and services will increase from53RI5 billion in the base year
to SR 56.17 billion by the end of the plan.
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Figure 5.1: Structure of Final Demand in the Sevett Plan
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5.3.2 Investment and Capital Stock

Gross capital formation over the course of the Sgwv®evelopment Plan is targeted to
reach SR 671.73 billion at constant prices of 14445 (1994). The non-oil private sector
is expected to implement about 71.2 percent ofetligestments, or SR 478.48 billion, as
shown in table (5.4) and figure (5.2).

In addition, the main features of total plannedestments in the Seventh Development
Plan will be as follows:

1- The non-oil producing sectors are expected to in®&s 222.69 billion over the
five years, accounting for about 33.2 percent tdltplanned investments. These
investments will be concentrated in the induststtor (about 15.6 percent) and
electricity, gas and water sector (about 11.8 pg)jce

2- The finance, insurance, real estate and businesge® sector will account for
11.8 percent of total investments projected for pfen, or 46.6 percent of the
projected investment of SR 169.11 billion by thevEes sectors, which in turn
represents 25.2 percent of total investment tadgetehe Seventh Development
Plan. The plan also anticipates investment of &6&8billion in private buildings.

3- By adding the value of planned investments in tloweBnment services sector of
SR. 159.83 billion to the planned investments & tion-oil private sector, total
targeted non-oil investments will amount to SR. .838billion or 95 percent of
total investment.

Given the current low level of national savinge Beventh Development Plan emphasize
policies aimed at increasing national savings.his tontext, the priority given to fiscal
consolidation constitutes a main element in theegawent strategy.

While the planned growth would allow for both a heg savings ratio and higher
consumption in absolute terms, the macroeconomicip® of the Seventh Development
Plan will lead to higher incomes, thus enabling deholds to increase their savings at
higher rates than the expected growth in consumptichile steadily improving their
standard of living.

The macroeconomic strategy of the Seventh DeveloprRéan also gives priority to

measures aimed at increasing inflows of foreigeaimvestment and repatriation of funds
held abroad by Saudi nationals, along with the feation of domestic savings. These
measures will help to provide the resources neddedealize the levels of planned
investment. The structural and institutional refsrwf the Seventh Development Plan
should, therefore, be aimed at encouraging prigatengs through the diversification of
tools for mobilizing savings as well as the devetept of capital market mechanisms.

Furthermore, investments do not represent the isskeument adopted by the Seventh
Development Plan to realize the planned growtlsraiietal factor productivity is expected
to increase at an annual rate of 0.7 percent, hisditicrease will constitute a crucial
additional source of planned economic growth. Tdiiexe this growth of factor
productivity, the plan gives particular attentian fgolicies and measures which enhance



141

labor productivity at all levels and in all fieldgovernment and private goods and
services) through intensification of training pragrs and quality improvements in
education programs. The plan also pays particutanton to scientific and technological
development and aims to make the achievementzedaiherein available for the various
fields of production.

The plan’s measures aimed at streamlining the foregulatory framework for business
activity and ensuring a more competitive environtradter the Kingdom'’s entry to WTO,
will also promote efficiency and productivity. Tlees also significant potential to enhance
productivity through transfer of advanced technmegand technical and managerial
know-how associated with foreign direct investments

Table 5.4

Structure of Investment in the Seventh DevelopmerRlan
at constant prices of 1414/15 (1994)

Investmenti
Value (SR Billion) Share in Total %
Non-Oil Sectors 638.32 95.0
Producing Sectors 222.69 33.2
Agriculture 17.5 2.6
Non-Oil Mining 3.51 0.5
Industry 104.82 15.6
Qil refining 4.93 0.7
Petrochemicals 35.00 5.2
Other Manufacturing 64.89 9.7
Electricity, Gas and Water 79.00 11.8
Construction 17.86 2.7
Services Sector 169.11 25.2
Trade 36.24 5.4
Transport & Communications 33.99 5.1
Finance & Real-Estate Services 78.81 11.8
Real-Estate Services 38.81 5.8
Finance & Business Services 40.03 6.0
Community & Personal Services 20.07 3.0
Private Buildings 86.68 12.9
Total Non-Oil Private Sector 478.48 71.2
Government Services 159.83 23.8
Crude Oil and Natural Gas 33.41 5.0
Total Investment 671.73 100.0
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Figure 5.2: Structure of Investment in the SeventiPlan
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5.4 REVENUES AND FINANCIAL REQUIREMENTS

The forecast elimination of the state budget detiyi the end of the Seventh Plan is
possible due to several factors including the fakte developments of world oil prices,
the adoption of an integrated set of economic mdicaimed at improving overall

economic efficiency (in investment, production andtitutional terms), as well as the
adoption of some measures to increase non-oil t@gen such as restructuring the tariffs
of public utilities and services, and rationalizitige tax system while avoiding adverse
socio-economic impacts.

To enhance this forecast, the Seventh Plan addpsad policy for balancing government
revenues and expenditures through intensified tsffam two major themes:

- Rationalization of government expenditure: thitougpgrading government
agencies’ efficiency, reducing public expenditure non-development sectors,
providing new opportunities for the private sector effectively participate in
financing development projects, taking measureessanry for reducing average
production costs of government services with dueplemis on quality and
sufficiency of such services, improving productvdf government agencies and
ensuring appropriate maintenance of capital assets.

- Development of non-oil revenues: through improvedtilization of
government-owned economic resources, ensuringritiat@ sector’s participation
in on-going development projects or those to begbded, rationalizing the tax
system along with improving collection efficiencgdarestructuring public service
charges on an economic basis.

Financial Requirements of Development Agencies

The significance of expenditure on development eigsnis attributed to its close linkage
with the achievement of the development plan ohjestand its favorable impacts on the
standard of living and quality of life, while enlzamg the role of the private sector in the
process of development. Table (5.5) shows the tiahmequirements of the development
agencies in the Seventh Plan. The relative weightexpenditure in each main sector
reflect the Plan’s emphasis on achieving the pasithpacts discussed earlier.

Table 5.5
Financial Requirements in the Seventh Plan
Development Sector SR Billion
Human Resources Development 276.9
Social and Health Development 95.8
Economic Resources Development 41.7
Infrastructure 73.8

Total Expenditure 488.2
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Figure 5.3: Development Expenditures in the Sixthred Seventh Plans
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Table 5.6 compares the financial requirements okld@ment agencies in the Sixth and
Seventh Development Plans. The main results otctimgparison are as follows:

Planned expenditure on human resources develdprdering the Seventh
Development Plan is estimated at SR. 276.9 billion,56.7 percent of total
expenditure on development agencies, and an irecda®4.6 percent compared to
the Sixth Development Plan allocations. This re¢flehe unique position which
human resources development occupies among thentBeevelopment Plan
themes.

Planned expenditure on social and health devedopnduring the Seventh
Development Plan is estimated at SR. 95.8 billion,19.6 percent of total
expenditure on development agencies, and an irea29.1 percent compared to
the Sixth Development Plan. This reflects the emhaof the Seventh
Development Plan on improving the citizens’ quatifyife.

The expected financial requirements for econoragources development during
the Seventh Development Plan are estimated at SR.bllion, or 8.5 percent of

total expenditure on development agencies, compirdtie Sixth Development

Plan allocation of SR. 41.6 billion. This reflettee Seventh Development Plan’s
intent on stabilizing this kind of expenditure digethe privatization of service

utilities at Jubail and Yanbu Royal Commission aasdtructuring the electricity

sector. This also reflects the plan’s intent onreasing the private sector’s
participation in the development of economic resesrand diversification of the
national economic base.

Planned expenditure on infrastructure developni€ransport & Communications
and Municipal/Housing sectors) during the Sevengivddopment Plan is estimated
at SR. 73.8 bhillion, or 15.2 percent of total exgiture on development agencies
with a minor decline of (-1.6 percent) comparedhe Sixth Development Plan.
This minor decline is attributed to the privatipati of the telecommunications
sector. Expenditure on this sector will be conedett on expansion of
infrastructure to meet the needs of a growing patput and economy, quality
improvements in line with rapid developments irhtedogy, and on operating and
maintaining capital assets.

Table 5.6
Financial Requirements of Development Agencies imé
Seventh Development Plan compared with the Sixth Delopment Plan

(SR Billion)
blxtlh L)e elopment Seventn L)evelogargent Plal
Sector allocatio anne exg nditure
1415/16-1419/2( 1420/21-1424/2"

SR BIllion % SR Bllllon % Change (%]
Human Resources Developme 222.2 53.¢ 276.¢ 56.7 24.¢
Social and Health Developmer 74.2 18.C 95.¢ 19.€ 29.1
Economic Resources 41.¢€ 10.C 415 8.t 0.2
Development
Infrastructure 75.C 18.2 73.¢ 15.2 -1.€

Total Expenditure 413.C 100.C 488.2 100.C 18.2
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It is noteworthy that the specialized credit ingtdns provide easy loans for development
purposes, estimated at about SR 29 billion, thefablitating efficiency improvements in
private sector investment and production and erihgnds ability to contribute to
economic and human resources development.

5.5 FOREIGN TRADE AND BALANCE OF PAYMENTS
5.5.1 General Objectives of Foreign Trade and Bahce of Payments

Foreign trade and balance of payments’ policiesaameng the most significant economic
policies on which the development strategy depéodschieve balance in the Kingdom’s
external transactions over the medium and longgefrhe objectives of these policies are
summarized as follows:

* Improving the balance of payments’ and graduadistoring balance in the current
account over the medium term, by continuing to enpént the structural reforms
aimed at preparing the economy to adjust in a rflexéle and efficient manner to
regional and international developments, includiiigctuations of global oil
markets, through vigorous pursuit of economic diiferation policies.

* Maintaining the value of the national currencyldmosting the Kingdom'’s foreign
reserves.

* Increasing the Kingdom’s share in the world maskdor oil products and
petrochemicals commensurate with its share of wanide oil reserves.

* Increasing the share of non-oil exports in tetgborts.

* Enhancing economic and trade relations of thegdom with other countries, with

particular emphasis on strengthening regional catips with GCC countries as
well as Arab and Islamic countries.

5.5.2 Balance of Trade in Goods and Services

1- The Kingdom’s exports of goods and services areega to grow at an average
annual rate of 7.24 percent at current prices dutie Seventh Development Plan.
Exports of goods and services, as a percentag®&f, @ill rise from 41.4 percent
at the beginning of the plan to 44.27 percent lgyehd of the plan, as shown in
table (5.7)

2- The Kingdom’s exports of oil and gas are projedtegrow at an average annual
rate of 6.11 percent, while non-oil exports wilbgr at an average annual rate of
10.16 percent. Accordingly, the share of non-oipaxs in total exports will
increase from 27.4 percent in the base yeaB1i percent by the end of the
plan, while the share of oil exports will declirerh 72.6 percent to 68.6 percent.
The positive step towards diversification of Sawdiports is reflected in the
projected high growth rates of petrochemicals etgpand tourism services. With
respect to non-oil exports, petrochemicals expares expected to grow at an
average annual rate of 13.01 percent and its stfatatal exports is expected to
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increase from 6.4 percent in the base year to 88ept by the end of the plan.
Similarly, tourism services exports are expectedrmw at an average annual rate
of 8.32 percent, with their share of total expeiggng from 8.8 percent in the base
year to 9.3 percent by the end of the plan.

Table 5.7
Trade Balance in the Seventh Development Plan
1420/21 — 1424/25 (2000-2004)
at current prices

SR Billion Share in GDP % Average
1419/20  1424/25  1419/20  1424/25 Annual
(1999) (2004) (1999) (2004) GFOW(E/C Rate
Exports of Goods and Services 213.26 302.54 41.4 .2%4 7.24
Oil Exports 154.73 207.56 30.0 30.37 6.05
Oil and Gas 119.16 160.32 23.1 23.46 6.11
Refined Oil Products 35.57 47.27 6.9 6.92 5.85
Non-Oil Exports 58.53 94.95 11.4 13.89 10.16
Petrochemicals 13.57 25.0 2.6 3.66 13.01
Non-Oil Mining - 0.34 -- 0.05 --
Tourism 18.80 28.04 3.7 4.1 8.32
Other Exports 26.16 41.56 5.1 6.08 9.7
Imports of Goods and Services 161.89 208.05 31.4 B0 5.15
Balance of Goods and Services 51.37 94.49 10.0 23.8 --

3-

4-

The Seventh Plan also projects exports from theailomining sector for the first
time; these exports are expected to reach SR 340 million in 1424/25 (2004).

The value of imports of goods and services is edgueto grow at an annual rate of
5.15 percent during the plan, or less than the o&texport growth. As a result,
there will be a steady improvement in the balancgaale in goods and services
over the plan period, with the surplus expectegrtav from SR 51.37 billion in the
base year to SR 94.49 billion by the end of the péend the ratio of this surplus to
GDP growing 10 percent in the base year to 13.82epé¢ by the end of the plan.

The ratio of total goods and services exports tal imports will increase from 132
percent in the base year to 145 percent by theoétide plan, thus reflecting the
improved ability of exports to finance imports dwgithe plan period.

The plan also expects an improvement in the terfiisade, with export prices
expected to grow at an average annual rate of geB&nt and import prices at 1.8
percent.

Figure 5.4 shows the trade balance in the Seveflath, Rvhile Figure 5.5 shows the
structure of exports during the plan.
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Figure 5.4: Balance of Trade in the Seventh Plan
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Figure 5.5: Structure of Exports in the Seventh Pla
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6. LABOR FORCE

6.1 LABOR MARKET DEVELOPMENTS

The pervading circumstances of successive developpians influenced the demand for
labor which grew steadily over the first three glaand led to the expansion of foreign
labor recruitment. The Fourth Development Plan easi#ed the issue of Saudiization and
the intensification of efforts to develop natiomalanpower through quantitative and
qualitative expansion of education, training andcatmnal training. The Fifth
Development Plan continued the implementation a$ tholicy by emphasizing the
matching of educational outputs with the requiretsai development and the provision
of favorable incentives for the private sector gpéoy national manpower.

The development and utilization of human resouveas one of the central themes of the
Sixth Development Plan. Furthermore, the plan’soniies emphasized appropriate
policies for addressing human resource developnoenstraints, the replacement of
expatriates by Saudis, and encouraging the praettor to provide more job opportunities
for Saudi citizens. The Sixth Development Plan getsaw many positive developments,
including - inter alia - the following important es:

- Increasing the participation rate of Saudi nalenin the labor market and
establishing closer links between the requirementthe labor market and outputs
from the education and training systems.

- Encouraging the private sector to employ mored&aand replace non-Saudis.

- Providing financial resources and information aex to improve the efficiency of
labor market services.

Within its central themes, the Seventh Developnidah concentrates on development of
human resources and on addressing the key issla¢sdréo labor market efficiency and
policies in the light of domestic and internatiodavelopments, particularly the impacts of
privatization and the Kingdom’s accession to the@VThus, emphasis will be put on:

- Improving the productivity and efficiency of Saudvorkers and removing
Saudiization constraints in the public and privsgetors.

- Increasing the private sector’s absorptive cdpdoi employ the growing number of
graduates; instituting a mechanism to enhance ohe of the private sector in
providing training facilities, developing trainimpyograms and supporting pre-service
and on-the-job training.

- Establishing a comprehensive and reliable labanket database.

- Supporting the agencies directly involved in freparation, implementation and
monitoring of plans related to the employment aidBanationals; and enhancing the
links and coordination between these agencies.
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6.2 LABOR FORCE DEVELOPMENT |SSUES

Labor force development issues present some ofmibst important challenges for the
Seventh Development Plan and they should be adwfesghin an integrated strategic
framework of objectives and policies.

6.2.1. Employment Issues

Employment issues concern the obstacles impedingli@ation, improvement of the
productivity of Saudi workers, training of Saudi mpawer in line with labor market
requirements, increasing the share of Saudis & ®nployment, and improving labor
market services.

First: Saudiization in the Private Sector

The process of Saudiization in the private se@dacing many constraints, of which the
most important ones are:

- Relatively high costs of national manpower coregato foreign manpower. In this
context, research studies indicate that the higlest of Saudi labor is the main
reason for the private sector's weak response ipledmenting Saudiization
initiatives.

- The continuous influx of foreign workers durirtietSixth Development Plan whose
number increased by 1.5 percent compared to bamelgeels of 1414/15 (1994).
This increase has put further pressure on thetyabiliSaudi nationals to compete for
new jobs or to replace non-Saudis.

Second: Improving the Productivity of National Marmpower

Notwithstanding the growing attention paid in pms development plans to raising the
productivity of Saudi workers, studies indicatetthetual achievements in this regard are
still below targeted levels. Hence, it is imperatito adopt more effective policies and
initiatives to raise national labor productivityéds in both public and private sectors.

Third: Development of National Manpower

This issue has two dimensions. The first pertaios ntatching the curricula and
specializations offered by the education and trgraystems with the actual requirements
of the labor market in terms of occupational clésstiion and job description. The outputs
of the education and training systems are stillffrsently compatible with labor market
requirements. There are many specializations wtierenumber of graduates exceeds the
actual requirements of the labor market.

The second dimension lies in the weakness of paldtiaining, i.e. the lack of experience
of Saudi workers in various production fields dheit being attracted to government jobs
and the limited extent of their adaptation to wartnditions in the private sector.
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Accordingly, the Seventh Development Plan emphasitee adoption of necessary
measures to upgrade the qualifications of Saudipmaer and ensure the matching of
such qualifications with labor market requiremetitsough theoretical and practical
training.

Fourth: Improvement of Labor Market Services

Three government agencies support the effortseMmistry of Planning in formulating
market policies for the labor market and the improent of its services, regulating
employment of Saudi and non-Saudi manpower, andhimag the qualifications of Saudi
manpower with available job opportunities. The Mtry of Labor and Social Affairs is
responsible for enforcing the provisions of the &wvabnd Employment Law and providing
guidance and employment services for Saudis irpthate sector. The Ministry of Civil
Service is responsible for employment of Saudithengovernment sector and regulating
working relations in this sector. The Manpower Calis responsible for setting policies
and coordinating the activities of all agenciesited to the development and utilization of
the labor force.

In this context, the Seventh Development Plan adbpt a set of policies to make
employment services more responsive to the reqeinésnof the labor market and to
enhance coordination and integration between labarket related agencies. Work is
currently under way to establish an integrated dabarket database, including appropriate
mechanisms for providing and exchanging data, dsagecoordination between sources
and users of information.

6.2.2 Objectives of Labor Force Development

Objectives of labor force development during thevep¢h Development Plan are as
follows:

- To provide more job opportunities for Saudi na#ils through appointment or
replacement in all occupations and economic sectmagticularly in the private
sector.

- To rationalize the recruitment of non-Saudi waeskand to confine employment in
some occupations and sectors to Saudi nationajs onl

- To increase job opportunities for women and iaseetheir participation in the labor
market in conformity with Islamic Sharia.

- To improve the productivity of the Saudi laborde and upgrade its quality to keep
pace with technological development.

- To achieve more matching between the outputheftucation and training systems
and the requirements of the labor market.

- To improve labor market services and establistegimted databases that are
comprehensive and up to date.

- To continue achieving integration in the field @hanpower planning and
development.
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6.3 Employment during the Seventh Development Plan
6.3.1 Employment Structure

In light of the planned growth rates of GDP by emwmitc activity and average labor
productivity, the Seventh Plan is expected to ptev828,600 new job opportunities to
meet the labor demand of the development processordingly, total employment will
increase from 7,176,300 in the base year 1419/{4299) to 7,504,900 by the end of the
plan 1424/25 (2004), as shown in Table 6.1. Thenrfemtures of the forecast sectoral and
occupational structure of employment during thee®év Plan include the following:

First: Employment Structure by Economic Activity

Table 6.1 shows that employment in the non-oil ggevsector is expected to increase from
6,161,200 in the base year 1419/20 (1999) to 62012by the end of the plan 1424/25
(2004). Accordingly, 311,000 new job opportunitiadl be created in the private sector, or
94.6 percent of all new opportunities forecastmyithe plan period.

In the production sectors, 81,400 new jobs willdoeated in construction, 72,000 in the

manufacturing sector and 24,400 in agriculture. Towecast employment increase in

private sector services is almost equally distedudimong various sectors, with the share
of the total increase in employment amounting ta3 jZercent for the finance and real

estate sector, 11.5 percent for the community ardgmal services, 10.5 percent for the
trade sector, and about 3.3 percent for transporcammunications.

In line with planned fiscal and monetary policiegdahe rationalization of government

expenditure, the Seventh Plan aims at providind®,new job opportunities in the

government sector, or 4.9 percent of total expentad jobs during the plan period. Thus,
the share of government employment is expecte@t¢oedse slightly from 12.8 percent of
total employment in the base year 1419/20 (199%bimut 12.4 percent by the end of the
plan 1424/25 (2004).

Second: Occupational Structure of Employment

Table 6.2 shows that the expected annual growtksraif employment by main
occupational categories during the Seventh Plah naihge from 1.4 percent in the
production, construction and transport workers petional group to 0.5 percent for
services’ workers.

In terms of the occupational structure of employmarslight increase is expected in the
share of production, construction and transportkens’ employment from 30.5 percent in
the base year 1419/20 (1999) to around 31.2 pedatdntal employment by the end of the
plan 1424/25 (2004), against a decline in the sbaervice workers, while the share of
other occupational categories will remain at appnately their base year levels of
1419/20 (1999).
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Table 6.1
Employment Structure during the Seventh DevelopmenPlan
1420/1421 - 1424/1425 (2000-2004)

Employment Share
(thousand (%) Change
o Average
Descnp'uon 1419/20 1424/25 1419/20 1424/25 Thousand % Annual
(1999 (2004 (1999 (2004 Growth %
1- Private non-oil Sector: 6161.: 6472.. 85.¢ 86.2 311.C 94.¢ 1.0
1.1 Private Producing Sectors: 2273.3 2460.6 31.7 32.8 187.3 57.0 1.6
- Agriculture 557.¢ 582.% 7.8 7.8 24.4 7.4 0.9
- Non-oil Mining 13.2 14.7 0.2 0.2 15 05 22
- Manufacturing: 589.( 661.( 8.2 8.8 72.C 21.¢ 2.3
* Qil Refining 21t 21.¢ 0.2 0.2 0.3 0.1 0.3
*  Petrochemicals 9.4 10.1 0.1 0.1 0.7 0.2 14
* Other Industries 558.1 629.1 7.8 8.4 71.C 21.€ 2.4
- Electricity, Gas and Water 93.t 101.5 1.3 1.4 8.0 24 1.7
- Construction 1019.7 1101.: 14.2 14.7 81.4 24.¢ 15
1.2: Private Services Sectors: 3887.9 4011.6 54.2 535 123.7 37.6 0.6
- Trade 1036.¢ 1071.: 14.£ 14.: 34.€ 10.t 0.7
- Transport & Communication 299.2 310.] 4.2 4.1 10.€ 3.3 0.7
- Finance and Real Estat 334.¢ 375.2 4.7 5.C 40.2 12.c 2.3
- Community and Personal 2217.2 2255.1 30.9 30.0 37.9 115 0.3
services
2- Government Service 916.2 932.c 12.¢ 12.4 16.1 4.9 0.3
3- Non-Oil Sectors 7077 . 7404.t 98.€ 98.7 327.1 99.t 0.8
4- Crude Oil and Natural Gas 98.¢ 100.¢ 14 1.2 1.5 0.5 0.3
Sectoral Tota 7176.: 7504.¢ 100.( 100.( 328.¢ 100.( 0.8
Table 6.2
Occupational Structure of Employment in the SeventtDevelopmentPlan
1420/1421 - 1424/1425 (2000-2004)
Employment Employment
Number (thousand Distribution % Change
Description T14719/2( 1424727 1419720  1424]2t Average Annual
(1999 (2004 (1999 (2004  Thousanc % Growth Rate %
Professional and Technicz 1122« 1159.¢ 15.¢ 15.k 37.t 114 0.7
Management and 133.9 142.9 1.9 1.9 9.0 2.7 13
Administration
Clerical 534.¢ 558.¢ 7.4 7.4 24.C 7.3 0.9
Sales Personni 507.¢ 528.2 7.1 7.C 20.€ 6.3 0.8
Services Personni 2138.: 2196.¢ 29.¢ 29.2 58.t 17.¢ 0.5
Agricultural and Related 551.( 575.1 7.7 7.7 24.1 7.3 0.9
Production, Construction 2188.9 2343.8 305 31.2 154.9 47.1 1.4

and Transportation

Total 7176.: 7504.¢ 100.( 100.( 328.€ 100.( 0.9
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6.3.2 Saudi Labor Force Supply

The Seventh Development Plan places a very highigrion developing human resources
through implementing effective measures and pdieined at increasing the supply of
Saudi labor and improving its quality. The plan $&yen greater attention to increasing
female participation in the labor force and promgtstructural changes in the academic
profiles of the Saudi labor force in order to irage the number of the academically
qualified in general, and those with higher anchtecal qualifications in particular, as
shown in the following analysis.

First: Labor force by Age Groups

Based on projections of the Saudi population, T&b& shows that the average annual
growth rate of the working age population during t8eventh Development Plan is
expected to be about 3.9 percent, compared to @réept for the population below

working age. This will imply a structural changefavor of the working-age population

(i.e. the labor force source population).

Since the aggregate labor force participation ratan indicator which tends to change

slowly in the short/medium term, and taking intonsioleration the uniqueness of the

Kingdom with respect to female employment, the 8dv®evelopment Plan assumes the
aggregate participation rate will increase fromB32ercent in the base year 1419/20 (1999)
to around 34.1 percent of the total working-ageybaon by the end of the plan 1424/25

(2005).

The cumulative increase in the workforce (new engrdo the labor market) during the
Seventh Development Plan is estimated to be ab&dt380 workers, who will be

employed in the new jobs created as a result oh@o@ growth and/or replacement of
non-Saudi workers.

Table 6.3
Labor Force Projections in the Seventh Developmeritlan
1420/1421 - 1424/1425 (2000-2004)

1419/20 1424/25 Change

Description (1999) (2004) Total/%
Population below Number (thousand) 5996.2 6814.8 818.6
working age Average annual Growth Rate (%) 2.6
Working-Age Number (thousand) 9662.2 11705.5 2043.3
Population Average Annual Growth Rate (%) 3.9
Total Population Number (thousand) 15658.4 18520.3 2861.9

Average Annual Growth Rate (%) 34

Dependency Ratio (%) 62.1 58.2 3.8
Aggregate Labor Force
Participation Rate (%) 32.8 34.1 1.2
Population in Work
Force Number (thousand) 3172.9 3990.2 817.3

Average Annual Growth Rate (%) 4.7
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Second: New Entrants into the Labor Market by Eduational Attainment

Table 6.4 shows that around 760,000 graduates &ducation and training systems are
expected to enter the labor market, or 93 perdethieatotal number of new entrants during
the Seventh Development Plan.

With respect to the educational profile of Sauthoklaforce and its projected development
during the Seventh Development Plan, table 6.4 shbe following features:

- The relatively high share of new entrants to thkor market graduating from
education and training systems compared to tham®e fither sources is a positive
indicator of improvement in the educational andniray profile of the Saudi labor
force.

- The percentage share of new entrants into ther latarket graduating from tertiary
education level (graduates of universities, teachémaining institutes and
intermediate technical colleges) is expected tahreéal percent, thus indicating at
one and the same time an increase in the relabintibution to the total Saudi labor
force of those who completed all levels of formdueation/training and a decrease
in dropout waste.

- The number of graduates of technical educatiah\aitational training entering the
labor market during the Seventh Development Pldhreach 78,700, or 9.6 percent
of the total number of new entrants during the panod.

Table 6.4
New Entrants to the Labor Market
(Graduates of Education and Training Systems)
during the SeventhDevelopmentPlan
1420/21 - 1424/25 (2000-2004)

L Number Share
Description (Thousand) %
Tertiary Level Universities 178.¢ 21.¢
Teachers Training Institutes 36.7 4.5
Intermediate Technical College 16.7 2.C
Sub-Total 232.( 28.4
Secondary Leve  Secondary education (genera 213.¢ 26.2
Technical education and
vocational training 78.7 9.€
Sub-Total 292.¢ 35.¢
Primary Level Intermediate 143.] 17.5
Elementary 92.c 11.Z
Sub-Total 235.¢ 28.¢
Total number of entrants from graduates of educatio
and training systems 760.( 93.C
Other entrants 57.5 7.C

Total number of new entrants 817.: 100.(
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6.3.3 Labor Market Balances in the Seventh Developent Plan

Labor market balancing in the Seventh Developmdau 5 concerned with controlling
imbalances arising from the excess demand for labdrthe inadequacy of the Saudi labor
force to meet the labor requirements of the natiomeonomy. While non-Saudi
employment represents the balance between supplycdbfiemand for labor, jobs currently
filled by non-Saudis can be considered as jobslablai for Saudis with appropriate
qualifications.

The human resource development strategy consisténthe long-term perspective of the
Saudi economy requires the maximum possible emptoymof Saudi nationals.
Accordingly, the replacement of non-Saudis by Saudi a central theme of such a
strategy. In this context, the labor balances i 8eventh Development Plan imply a
reduction in the excess supply of Saudi nationajseted at the beginning of the plan,
through employment in newly created jobs resultfrgm economic growth or from
replacement of non-Saudis.

Table 6.5 shows the occupational balances of thar f@rce in terms of the number of new
entrants into the labor market by main occupatioretegories and their distribution
according to sources of demand. It is noteworthat tthe majority of expected job
opportunities for new entrants will be for serviserkers (256,100 jobs), followed by
professional and technical (234,600 jobs) and acdé&mworkers (135,800 jobs). Increases in
Saudi employment to replace non-Saudis in the saccepational categories represent
about 77.2 percent, 84 percent and 82.3 percertbtaf expected job opportunities
respectively. Thus, the expected decline in the bemof non-Saudis in these three
categories will amount to 506,400 during the planqd.

Regarding other occupational categories — with #&eption of the production,
construction and transport workers — expected na&lw gpportunities for Saudis will
amount to 12,700 in the management and admin@tratategory, 35,500 for sales
workers and 44,100 for agricultural and related keos. Replacement of non-Saudis
represents about 41.7 percent of total expectedpportunities for Saudis in these three
categories.

With respect to production, transport and consioacivorkers, the sub-components of this
category comprise skilled and semi-skilled laborovditain some level of general and
technical education and vocational training. Sincgput of the technical education and
vocational training system represents only aboG@tg&rcent of the total number of new
entrants into the labor market during the Sevendvelbpment Plan (Table 6.4), the
expected cumulative increase of Saudi employmerthénproduction, construction and
transport workers category during the plan peridltl lve insufficient to meet the demand
resulting from economic growth. Hence, it will becessary to recruit 56,200 additional
non-Saudi workers to fill the gap between supply deamand in this occupational category
(Table 6.5).

In general, expected job opportunities for new ats into the labor market through the
replacement of non-Saudis will amount to 488,700sjoor 12.1 percent of the total
number of non-Saudis at the beginning of the pliawill also lead to a reduction of the
demand gap in the labor market balance and toaease in the relative share of Saudis in
total employment from 44.2 percent in the base $dd4©9/20 (1999) to about 53.2 percent
by the end of the plan 1412/24 (2004).
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Table 6.5

New Entrants to the Labor Market by
Source of Demand during the SeventbevelopmentPlan
1420/21 - 1424/25 (2000 - 2004)

Sources of Deman

(Job opportunities)

Description New Replacemen
Entrants New Job: Jobs Total
Professional ant Number (thousand 234.¢ 37.€ 197.( 234.¢
Technical Distribution according
to available job 16.0 84.0 100.0
opportunities (%)
Management anc  Number (thousand’ 12.7 9.1 3.€ 12.7
Administration Distribution according
to available job 71.7 28.3 100.0
opportunities (%)
Clerical Number (thousand 135.¢ 24.C 111.¢ 135.¢
Distribution according
to available job 17.7 82.3 100.0
opportunities (%)
Sale: Number (thousand 35.F 20.€ 14.¢ 35.E
Personne Distribution according
to available job 58.0 42.0 100.0
opportunities (%)
Service: Number (thousand 256.1 58.t 197.¢ 256.1
Workers Distribution according
to available job 22.8 77.2 100.0
opportunities (%)
Agriculture and Number (thousand 44.1 24.1 20.C 44.1
related workers Distribution according
to available job 54.6 45.4 100.0
opportunities (%)
Workers in the Number (thousand’ 98.t 154.7 -56.2 98.t
producing, Distribution according
construction and  to available job 157.1 -57.1 100.0
transport opportunities (%)
activities
Total Number (thousand 817.: 328.¢ 488.7 817.:
(all occupations Distribution according
to available job 40.2 59.8 100.0

opportunities (%)

6.4 |MPLEMENTATION POLICIES AND M EASURES

First:

Saudiization and Increased Participation ofSaudis in the Labor Market

1. Encouraging the private sector to provide job opputies for Saudi citizens and

continuing with Saudiization in the government ages.

2. ldentifying appropriate mechanisms for follow up danmplementation of
Saudiization plans in different occupations and@scaccording to their importance
by setting specific priorities for Saudiization s8me sectors and occupations in the
private sector.
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Concentrating recruitment of foreign labor on the#i®o are qualified by setting
specific criteria to control the number of recrditgorkers.

Continuing to exert intensive efforts to control nwopermits and residence
regulations.

Increasing investments in small enterprises andamring the role of the Saudi
Credit Bank in this context.

Implementing directives of the Manpower Counciltbg government agencies.

Enhancing awareness through public media, stresbmgeligious and social value
of work.

Making maximum use of the available female laborcéoand increasing job
opportunities for Saudi women in accordance withtdachings of Islam.

Reviewing articles of the Labor and Employment LEwensure their conformity
with the Kingdom's development requirements andattain consistency and
integration between the social insurance and tikretirement systems.

Second: Improving Productivity of National labor

1.

Improving the level of labor productivity in the \ggrnment and private sectors
through development of performance and productifieiency.

Reviewing employment in the government sector kyistebuting jobs between
government agencies according to their needs dsawelddressing the problems of
employment outside the major cities.

Considering the possibility of re-allocating excessployment in the government
sector to work in the private sector.

Third: Development of Saudi Manpower and Matching Qualifications with Labor

Market Requirements

Increasing the absorptive capacity of universitieshnical education institutions and
vocational training centers in the specializatioeguired by the national economy
and guiding admissions policy in the higher edweatnstitutions in conformity with
labor market requirements.

Ensuring private sector participation in regulanees of the curricula and programs
and proposing new educational disciplines whichtrntlee actual needs of the labor
market.

Raising the efficiency of the continuous educatpyograms and concentrating on
illiteracy eradication programs and addressing ghablems of dropouts - thereby
improving the participation of Saudis in the laborarket and raising their
productivity.

Directing and guiding students by all available nea@and encouraging them to
pursue specializations which match their ambitiamd aptitudes.
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5. Preparing a comprehensive training strategy asis liar long-term training - at the
level of the Kingdom - covering all fields and léve

6. Encouraging the private sector to provide spe@dlizaining, including pre-service
and in-service training.

7. Preparing Saudi nationals who lack regular edusatiotraining qualifications for
entry into the labor market, through appropriaééning programs.

8. Intensifying research activity in the field of mamwger development, by the
universities and specialized academic institutions.

Fourth: Development of Labor Market Services and lriegration between Agencies
Involved in Employment and Labor Market

1. Enhancing the role of employment offices to enahkem provide guidance and
recruitment services for Saudi workers.

2. Improving manpower information systems and esthinigg a standardized
information network for all labor offices in the igdom to provide regular labor
market information for employers, members of théolaforce, students and
education and training institutions to enable tlolimose appropriate careers.

3.  Finalizing the process of job description and dfecsgion and making available to
job seekers information about available jobs ammipations, their requirements and
work conditions.

4. Disseminating planning awareness and stressingirtipprtance of manpower
planning at the level of the economic unit or fiamd at sectoral and macro levels,
and standardizing the methodologies, techniquesandepts used therein.

5. The Manpower Council shall follow up and coordin#ite efforts exerted by the
agencies responsible for planning, developmenteamployment of Saudis, and shall
enhance the relations between them to achieve aptsvelopment and utilization
of human resources and to address any relatedgongbl
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7. THE PRIVATE SECTOR

Successive five-year development plans have inicrgigsemphasized the development of
the private sector within the context of a free kereconomy with the aim of preparing
this sector to become a major pillar of economitvdg. Towards this end, the plans
adopted a set of policies, incentives and regujatotiatives that contributed to expanding
the private sector’'s role in the national economy ateadily increasing its economic
efficiency. This has been positively reflected lne tsector’s response to the government
directions related to privatization.

During the preparation of the Seventh Developmdst,Rhe Ministry of Planning carried
out a comprehensive survey of private sector astabents in 1420 (1999) with the aim
of defining indicators of present conditions, stanal features and challenges facing this
sector, thus contributing to the credibility ofaedd economic forecasts and the selection of
the best available policies, measures and inigatio enhance the role of this sector in the
coming phase of the development process.

7.1. MAIN FEATURES AND PRESENT CONDITIONS OF THE PRIVATE SECTOR
7.1.1. Increasing Role of the Private Sector in éhNational Economy

The steady improvement in the private sector's enva efficiency (in investment,
production and institutional terms) is consideretbag the outstanding achievements of
the development plans over the past thirty yealsee Mumber of operating factories
increased from 199 in 1390/91 (1970) to 3,123 iA9NY20 (1999) while the number of
companies in the private sector increased fromi@2390/91 (1970) to 9,302 in 1419/20
(1999). The share of the private sector reachel pércent of GDP and 74 percent of
non-oil GDP by the end of the Sixth DevelopmennPld19/20 (1999). Total employment
in the sector increased from about 1.83 milliorl890/91 (1970) to 6.16 million by the
end of the Sixth Development Plan 1419/20, (19@@)rently, private sector employment
accounts for 85.9 percent of total employment.

Table 7.1 shows the expanded role and diversifinabf the private sector in the
achievements realized over the past three decautiisstrial investments increased from
SR 2.8 billion in 1390/91 (1970) to SR 232 billiam 1419/20 (1999). Thus, the value
added of the manufacturing industries sector irsg@aluring this period by a real average
annual growth rate of 15 percent, more than doghtsicontribution to non-oil GDP.

Table 7.1

) Main Indicators of the Private Sector’s Role
in the National Economy 1390/91-1419/20 (1970-1999)

Indicator 1390/9: 1419/2(

(1970 (1999

Number of Operating Factories 19¢ 312¢
Number of Private Sector Companie 92: 9302
Contribution in GDP 33.3% 50.6%
Contribution in Non -Oil GDP 67.9% 74%
Contribution in Fixed Gross Capital Formation 47.3% 67.3%
Employment in the Private Sector (million’ 1.8¢ 6.1¢€

Private Sector Employment as % of
Total Employment - 85.€
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The government's support and subsidies (direct amdirect) have substantially
contributed to accelerating the growth of the pevsector during the early stages of the
development process. However, the private sectoows capable of operating without
government support and subsidies. The private sesiablishments survey shows that
government financial support to the private sectmstitutes less than 5 percent of total
private investment in 1418/19 (1998). Moreover, fiivate sector’'s implementation of
government contracts accounted for only 13 peraé#nits total revenues in 1418/19
(1998), compared with more than one third of italtoevenues ten years ago. The private
sector currently sells over 80 percent of its outpu the domestic market to
non-government agencies, thus reducing its relimmcgovernment subsidies while at the
same time acquiring the ability to adjust to vaoias in the level of government
expenditure in a flexible and efficient manner.

7.1.2 Structural Characteristics of the Private Setor

Despite the difficulty of describing the structuoé the private sector in detail, the

following indicators highlight the expanded andetsified activities of this sector:

- Small scale enterprises that employ less thaw@®ers constitute the majority of
the private sector’s establishments recorded incttramercial register and absorb
about 75 percent of the foreign labor force. Thkitects the limited progress made in
the field of Saudiization at these small privatéegprises. It is noteworthy that the
main structural feature of the private sector ffeoted in the apparent gap between
large and small firms in terms of profitability aBaudiization rates (Table 7.2).

Table 7.2
Comparison of Major Economic Indicators
of Large and Small Companies

Economic Indicator Large Small
Companies Companies
Sales per employee (SR thousar 486.( 158.(
Rate of Gross Return on Sales ¢ 14.2 4.4
Rate of Return on Assets 9 18.7 5.4

Source: Survey of Private establishments 1420 (MOP)

Furthermore, the private establishments’ survedicates that the sales of Saudi
companies in the various domestic markets diffemflone region to another. Thus,
the Seventh Development Plan provides incentivestmurage the private sector to
achieve more balanced growth among the varioumegof the Kingdom and to
limit the migration of population to major cities search of better job opportunities.
In this context, the Seventh Development Plan gdlé the establishment of new
industrial cities in most of the Kingdom’s regions.

7.1.3 Available Opportunities and Potential

The socio-economic developments expected duringSeheenth Development Plan will
provide more investment opportunities for the peveector. The Kingdom’s accession to
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WTO is expected to open up new global markets &ardSprivate sector exports, boost the
Kingdom’s ability to attract foreign investment aexpand the scope of joint ventures, and
industrial investments. Other factors favorableriwate sector expansion include:

- Steady population growth at relatively high ratel provide, along with increasing
levels of income, a broad domestic market for tlneae sector’s products.

- The Kingdom’s abundant mineral resources, beditke$arge resources of oil and its
derivatives.

- The growing use of advanced production technegnd modern management
practices.

7.2 FUTURE CHALLENGES AND KEY ISSUES
7.2.1. Saudi Employment and Saudiization

Greater efforts are needed during the Seventh Dprent Plan to enhance the private
sector’'s capacity to provide job opportunities foe steadily growing number of Saudi
new entrants to the labor market, particularlyhesrtabsorption into the government sector
will be difficult. Notwithstanding the fact that éhprivate sector provided about 473,500
jobs for Saudis during the Sixth Development Plamgared with about 154,700 jobs
provided by the government sector, the number afiSaationals still constitutes a modest
percentage of total private sector employment. itugrepared by the Manpower Council
indicate that the majority of foreign labor in théngdom work in establishments
employing less than 20 workers. At the same tirhe, firivate establishments’ survey
shows that the share of new private sector jobentaly Saudis is rising, although
constraints impeding the implementation of Sautibramust be overcome if this positive
trend is to continue. The most significant constiaare:

- Current Saudiization policies in the private seablige establishments that employ
20 workers or more to increase the number of Sawadkers by an annual rate of 5
percent; however, this category of private esthbiisnts constitutes only a modest
share of total private establishments. Moreoveris tlcategory of private
establishments accounts for only about 25 perdetotal private sector employment.
Accordingly, the option of broadening the scopelo$ policy to encompass small
and medium scale establishments must be studied.

- The private establishments’ survey indicates thathigh cost of employing Saudis
relative to non-Saudis impedes the application afdization in the private sector,
particularly for labor intensive activities in thgervices sectors. Against this
background, further measures to reduce the gapeketthe cost of employing
Saudis and non-Saudis will have a positive impacbaudiization rates in the private
sector.

- The private establishments’ survey also pointsh® importance of enhancing the
qualifications of Saudis to match the productivdl foreign workers. This will
require intensified efforts to train Saudis in firefessions and skills required by the
private sector and to enhance the professional paadtical capabilities of Saudi
workers. Changes in the educational curricula aaitiihg programs will be needed
to ensure that Saudi graduates meet the requireroétite private sector, along with
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media awareness campaigns on the importance céatsg labor and other relevant
regulations.

7.2.2 International Trade Liberalization and Globdization

The Kingdom’s expected accession to WTO will bringportant advantages to the Saudi
private sector by overcoming constraints on the etblgpment of non-oil exports,
particularly petrochemicals, and by enforcing awdioagainst dumping practices.
Moreover, the stability and transparency of rulesl aegulations applicable to both
indigenous and foreign firms alike will greatly emite the environment for attracting
foreign direct investments and expanding joint uezg. On the other hand, the private
sector’s activities will face several challengég most significant of which are:

Increased Competition

The Kingdom imposes relatively low tariffs on itsports compared to other countries.
Thus, the Kingdom’s accession to WTO will requirdyominor concessions which will be
compensated by the benefits flowing from the dgwalent of non-oil exports and lower
costs to consumers of imported products. HoweVer,dommitment to specific custom
duty ceilings will pose a challenge for the futemmpetitiveness of national products due
to increased competition with foreign products.

Rationalizing Subsidies

Subsidies must be reduced and rationalized in theegt of preparing the national
economy to deal flexibly and efficiently with newewklopments, particularly the
commitments resulting from the Kingdom’s accessmMWTO. Private sector investment
and production policies must conform to these camments if its competitiveness is to be
enhanced without reliance on subsidies excepefdrrtical assistance which is expected to
be intensified during the Seventh Development Rlaniod, to compensate for planned
reduction of other subsidies.

Competition in Service Sectors

Accession to the WTO will require changes in curtews regulating investment, foreign
workers and ownership and operation of enterpri€emsequently, the services sectors
will become open to foreign investments, therebgdieg to a gradual increase in
competition as foreign companies enter the servemsors. The modernization and
development of the services sectors will contribiatea more diversified and advanced
production base and reduce the Kingdom’s dependemcemported services, while
expanding the economic activities of the privatetmeand providing additional jobs for
Saudi nationals. In this context, the CouwnfiMinisters’ Resolution No. 7/B/6536
of 5-5-1420 approving the Cooperative Health InsoeaSystem will pave the way for the
private sector to expand its participation in tlealth sector.

7.2.3 Investment Environment and Incentives System

The private establishments’ survey indicates thahyncompanies perceive the need to
develop the investment environment in the Kingdonaiway that will enhance private
sector participation in various development adggit Some private establishments also
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referred to difficulties associated with the setidmt of disputes, which they believe
constrains the growth of the private sector angharticular, the attraction of foreign direct
investments. The encouragement of cooperation@nt\jentures with international firms
is one of the Kingdom’s key strategic objectivestfte development of a diversified and
advanced national economy. This strategy has toméd to the establishment of more
than 1,300 joint ventures with a total capitaliaatof SR 131 billion. However, there has
been a slowdown in the establishment of new joaritures in recent years, and for this
reason, the attraction of foreign direct investraearid new joint ventures are among the
major directions of the Seventh Plan.

7.2.4. Constraints Facing Small and Medium Scalerierprises

Successive development plans have emphasizedttigole of small and medium scale
enterprises in providing job opportunities for Saudand in generating greater
diversification, increased productivity and fledityi for the national economy. The
Seventh Development Plan stresses the role of sanallmedium scale enterprises in
achieving the plans’ objectives. However, some taitgs on their activities must be
overcome if the resources of these enterprisestcatee fully mobilized, as described
below.

Economic Feasibility Studies

Most small and medium scale enterprises launchr thetivities without adequate

feasibility studies in highly competitive marketBat are changing rapidly, thereby
exposing themselves to various risks which couldréduced through improving the

quality of the economic feasibility studies on whitheir investment decisions are based.
In this context, Chambers of Commerce will be emagad to prepare more

comprehensive feasibility studies at nominal costliese companies.

Generation Shift

Many Saudi family-owned firms are now facing a gatien shift and will need to take
legal steps to ensure continued business actiiigh firms may have to merge with other
firms to become more competitive, so that somelatigms may need to be changed and
some form of institutional support may be neededHese companies to change their legal
status while restructuring their activities.

Productivity and Management Efficiency

Small firms typically have lower organization an@magement standards due to a lack of
technically skilled personnel and management egpeé together with poor accounting

and record keeping standards, as well as inadetp@taical capacity for market research
and promotion activities. In order to improve thednditions, an adequate mechanism for
rendering assistance, training and consultatidghdsee establishments will be needed.

Constraints of Finance

Small and medium scale firms, particularly in therveces sector, face difficulties in
meeting conditions for loans and other types ofitr&rom the banking system and
government specialized credit institutions, thusiting their access to finance and
weakening their investment efficiency. Consequenthe commercial banks must be
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encouraged to allocate a certain percentage of libems to these firms. Moreover, firms
with a capital base of less than SR 1 million fdd&culties in obtaining their finance
requirements, land and public services on softgeifhe Seventh Plan adopts measures to
overcome these constraints through reconsideringelated regulations and encouraging
the Saudi Credit Bank to expand its lending to $arad medium scale firms.

7.3 EXPECTED ROLE OF THE PRIVATE SECTOR

The private sector will have an important role ahiaving the development objectives laid
down in the plan. The main objectives that willdgipolicies for the private sector during
the Seventh Plan are to:

- Accelerate private sector growth to ensure mak ppportunities for Saudi
nationals, thereby improving the performance of ttaional economy and the
standard of living.

- Further diversify the economic base with parécutmphasis on increasing non-oil
exports.

- Increase the Kingdom’s capacity to adjust flexitd rapidly changing technological
and economic conditions at the global level.

- Raise the overall level of efficiency of the a@l economy through more efficient
use of resources.

An extensive privatization process is expectedrbaace the private sector's economic

activity and increase the available opportunities fprivate investment (national and

foreign). Thus, the following achievements are exp@ during the Seventh Development

Plan period:

- An average annual growth rate of 5.04 percenttfemon-oil private sector.

- A rise in the non-oil private sector’'s share dDiS from 50.6 percent in 1419/20
(1999) to 55.4 percent by the end of the plan 12242004), reflecting the sector’s
leading role in diversifying the economy away frasndependence on oil exports.

- Growth of employment in the non-oil private secfoom 6,161,200 workers in
1419/20 (1999) to 6,472,200 by the end of the [k&p4/25 (2004), accounting for
about 94.6 percent of total new jobs created duhegolan period.

- A small rise in the private sector’s share oat@mployment from 85.9 percent at the
beginning of the plan to 86.2 percent by the enthefplan.

- The provision by the private sector of 415,20dia0nal jobs to new labor market
entrants through Saudiization of jobs availabl¢hat beginning of the plan, thereby
increasing the proportion of Saudis employed ingheate sector by the end of the
Seventh Development Plan.

- A contribution of 71.3 percent of total plannetestments by the non-oil private
sector during the Seventh Plan period.

7.4 GOVERNMENT POLICIES AND [NITIATIVES TO STRENGTHEN THE ROLE
OF THE PRIVATE SECTOR

The Seventh Development Plan stresses the impertafraccelerating the implementation

of measures aimed at creating a more conducive@maent for private sector business

and attracting foreign direct investments. Thesasuees are described below.
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7.4.1. Boosting Dialogue and Deepening Communicati Channels

During the Sixth Development Plan period, the gowernt took important steps to
develop dialogue and boost channels of communicatiith the private sector. Several
seminars were organized dealing with a number pbntant issues, including the role of
small and medium scale enterprises as well asrthiatization of the electricity and health
services. Furthermore, a series of meetings wilesentatives of Chambers of Commerce
and Industry and businessmen were held to evathatproposed themes in the Seventh
Development Plan and to discuss the role of theapeisector in achieving the plan’s
general objectives and strategic bases. Respondiagroposal by the private sector, the
efforts of concerned government agencies will beenisified in coordination with
Chambers of Commerce and Industry to provide lagsistance and advice to Saudi firms
on trade issues arising in the context of the Karg@ accession to the WTO. As part of
the efforts that will be exerted in the Seventh &@epment Plan to support the plan
implementation and make the planning process mlesgbfe, regular meetings with the
private sector will be organized. This will contrite in overcoming constraints facing the
private sector and will boost its participationnmplementing the plan’s objectives.

It is noteworthy that the recommendations of thighFbaudi Businessmen’s Conference
convened in Riyadh during 28-30 Rajab 1420 (6-8dyalver 1999) affirmed the harmony
of viewpoints with the Seventh Development Plarections of enhancing the private
sector’s role in the development process, and ateftethe maturity of this sector as a
partner in development.

7.4.2 Privatization Policies

The privatization process constitutes an importaart of the government’s long-term
strategy to increase opportunities for the privsgetor and to enhance the efficiency and
competitiveness of the national economy. A stratqgan for privatization has been
developed in accordance with the Council of Minst&esolution No. 60 issued in 1418
(1998) which established the general framework okagization. The Kingdom’s
privatization strategy is primarily driven by goals improve economic efficiency and
expand the investment opportunities for the privsgetor. The strategy encompasses the
following major objectives:

- Encourage private sector investment and its g¥ieqarticipation in the national
economy, as well as increasing its share of GDP.

- Broaden the national ownership of productive &sse

- Encourage national and foreign investment inShadi economy.

- Increase job opportunities, ensure optimal empkyt of Saudi nationals and
continue increasing per capita income.

- Enhance efficiency and competitiveness of theionat economy to withstand
regional and global competition particularly inHtgof the Kingdom’s accession to
the WTO.

- Provide affordable and timely services to citgamd investors.

- Rationalize public expenditure and alleviate lemslon the state budget by allowing
the private sector to finance the provision, opematand maintenance of some
services.
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Increase government revenues through severabiments such as the proceeds of
participation in activities to be privatized, thendncial returns accruing from
granting concession rights and the revenues gestefatm privatizing part of the
government share in some projects.

In the context of these objectives, privatizatisthased on four major themes as follows:

Mobilization and channelling of private capital finance already executed new
public projects which experience financing problems

Extend contracts to the private sector to marsagkoperate public projects.

Gradual privatization of government shares imfa@tock companies or transfer of
ownership (partial or total) of some projects frahe government sector to the
private sector.

Promote a positive investment climate through nt@éning economic stability,
providing incentives, developing stock markets amdiewing all private sector
related regulations with the aim of streamliningogedures and overcoming
constraints.

This strategy conforms to the principles and gumgds of the program as well as the
management of its implementation process. The Mina Committee on Privatization is
responsible for coordinating privatization policiaad supervising the implementation
program. This committee has assigned to the Publestment Fund the technical tasks of
managing, implementing and monitoring the privdia process. The privatization
strategy also covers the level, methods and stalgge private sector’s participation, as
well as the scope of activities in the contexthef strategic nature of these activities.

The following implementation steps have been cotedleluring the Sixth Development
Plan period:

Tasks related to the management, operation amatenance of port berths, as well
as the provision of associated equipment, have hsgigned to the private sector in
accordance with the Royal Approval issued in 141997) and the Council of
Ministers’ resolution issued in 1419 (1999) whictsigned to the private sector a
greater role in the management and operation dspand called for a review of
organizational structures and related procedurdeasibility study on establishing
free trade areas at the ports and the linking efttvo ports of Jeddah and Dammam
by a railroad.

The education sector implemented a system allpwhe private sector to finance the
construction of schools and to participate in pdowj higher education services
through private colleges. In the coming phase, gheate sector will expand its
participation in financing the establishment of @& and higher education projects
as well as the establishment of private universiied colleges.

The Council of Ministers’ resolution 169 of 111819 approved the restructuring of
the electricity sector. This will lead to the margé all electricity service companies
and electrical projects affiliated to SCECO in @empany named “Saudi Electricity
Company”.
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- A Saudi Joint Stock Utility Company has been ldsdhed in the twin industrial cities
of Jubail and Yanbu to operate, maintain, managé expand the tasks of
infrastructure utilities as part of the privatizati program. Three years after its
establishment, some shares in the company wilffleesal for public subscription.

- The Saudi Telecommunications Company was eshtedunlisas a business-oriented
stock company providing all telecommunications & previously provided by the
MOPTT. Positive results are expected in terms gfroved efficiency and these will
be supported by other measures aimed at attrafdneggn direct investments and
advanced-technology companies. Future privatizapoograms will cover Saudi
Railways Organization (SRO), Saline Water Conversfoorporation (SWCC),
SAUDIA and Grain Silos and Flour Mills Organizati@@SFMO).

7.4.3 Supporting Small and Medium Scale Enterprise

The Seventh Development Plan adopts several meaauack initiatives to support small
and medium scale enterprises while complying with Kingdom’s commitments under
WTO. The most important of these measures andiiviéis are:

- Streamline procedures for establishing small aneldium scale enterprises to
eliminate associated routine constraints and erhaechnical and administrative
support for these firms.

- Study the possibility of establishing a speciahd, with government and private
sector participation, to facilitate access to lodns small and medium scale
enterprises and develop Islamic financing instrusenich as Musharaka, Murabah
and Mudaraba to further broaden finance opporesiailable to these enterprises.

- Expand the lending activities of the Saudi Cré&ink.

7.4.4 Development of Non-oil Exports

The Kingdom'’s expected accession to the WTO dutiegSeventh Development Plan, the
establishment of the GCC Customs Union by 2001thedsreater Arab Free Trade Area,
together with bilateral agreements with variousntdas (including a possible free trade
agreement between GCC and the European Union)oph up new markets for Saudi
non-oil products. To take full advantage of the apnities that these steps will create,
measures will be needed to assist Saudi exportersvércome hurdles in accessing
international markets for non-oil products. Curlgnthe Saudi Exports Development
Center affiliated with the Council of Chambers obr@merce and Industry, compiles
information about foreign markets. The Center igemted to develop further its marketing
channels and expand its range of services to Saymtirters, while imposing charges on
beneficiary companies to cover the costs of prongjdiuch services.

7.4.5 Improving the Regulatory and Investment Envionment

The third strategic base of the Seventh DeveloprRért highlights the importance of an
accelerated review of all regulations related togte sector activities so that procedures
can be streamlined and constraints overcome. Rel@gencies are currently considering
measures to improve the regulatory and investmavit@ment in the Kingdom to realize
the following objectives:
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Adjustment of the foreign capital investment law line with the Kingdom’s
accession to the WTO as well as encouragement refgfo investments in the
Kingdom.

Establishment of a “one-stop-shop” system whemwises are provided for Saudi
and foreign investors, and all administrative pohees required for registering and
licensing new investment projects are processéasass possible.

Streamlining administrative procedures in relévamistries and agencies to speed
up the decision making process. The aim will bergate a system with emphasis on
a set of clear, easily understood rules to be egpin ways similar to business
practices in other countries. Customs clearancesggires will also be streamlined.

Exerting intensified efforts to disseminate imf@tion on various economic,
regulatory and procedural issues related to ecan@iivities. In this context, all
laws and regulations affecting foreign and domdsgties will be promptly published
and will be readily available to all firms in orechtion.

Attracting foreign investments and encouragirigtjgentures.

Reforming and improving procedures for the setdat of commercial disputes and
arbitration in line with the Kingdom’s accessiortie WTO.

Exerting intensified efforts to strengthen inéeliual property rights througtnter
alia, improved enforcement of agreements reached ircahéext of WTO with the
aim of attracting technology-intensive foreign istraents.

7.4.6 Saudiization Policies

Saudiization policies during the Seventh Plan il oriented towards achieving the dual
goal of improving the competitiveness of Saudi at@vfirms which will operate in a more
competitive environment as the Kingdom joins the @YTwhile at the same time
accelerating the Saudiization process. This enthésapplication of Saudiization policies
that are consistent with labor market requirematdag with steps to increase the level of
Saudi employment, such as:

Taking measures to broaden the scope of Saudiietd include small and medium
scale firms through providing financial incentivies firms employing more Saudis,
on condition that Saudiization rates are adequeéach sector.

Ensuring that the education system meets labokehaequirements, with emphasis
on the technical and practical skills to ensure dkailability of qualified Saudis

consistent with the Kingdom’'s development priostieand strengthening the
Committee on Quality at the Ministry of Educatioy mcluding private sector

representatives as permanent members of the cozemitt

Giving high priority to the expansion of trainingenters and the organization of
special evening training courses offered by privaisiness consulting firms. These
facilities will target, in particular, owners andamagers of small and medium scale
firms.

Giving high priority to the launching of a natmninformation campaign to
demonstrate the significance of work as a religiang social value, with the aim of
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changing attitudes towards professions and tradesivare deemed undesirable by
some citizens.

- Reviewing the costs of recruiting foreign labara regular manner, while raising
penalties for illegally employing foreign nationadsd establishing a fund for the
training of Saudis.

7.5 DEVELOPING FINANCIAL INSTITUTIONS AND MARKETS

7.5.1 Role of the Financial Sector

The easy loans provided by the Specialized Crexditituitions have assisted the private
sector financially over the course of previous fysgar development plans. However, these
institutions now depend on repayments of outstantbans to finance new loans, which
may result in their failure to meet the privatetegs future funding needs. Accordingly,
the private sector is expected to call on othearfoing resources such as equity capital.
The Seventh Plan, therefore, adopts measures ¢ougging savings and overcoming the
financial constraints facing private sector estdishents.

Notwithstanding the expected increase in the nemd fihance during the Seventh
Development Plan, substantial financial resouraesaaailable in the form of demand
deposits, savings and other financial assets aedticncommercial banks, as well as in the
form of financial investments held abroad. Howeuhe mobilization of these financial
resources will require major steps to be taken @keanthe financial and non-financial
investment climate in the Kingdom more attractpasticularly by improving the financial
system’s institutional and regulatory framework.e8fically, new instruments must be
introduced to meet the expanding need of privatepamies for long-term financing. This
will also require the adoption of measures to supgwe conversion of private sector
establishments into joint stock companies and gweldpment of stock markets.

Gross capital formation in the Seventh Developni¥ah is estimated at about SR 671.72
billion at constant prices of 1414/15 (1994), ofiethSR 478.48 billion is expected to be
invested by the non-oil private sector, or abouBfiercent of total investments during the
plan period.

7.5.2 Mobilization of Financial Resources
7.5.2.1 Private Sector

The Saudi private sector has large investments oimes developed countries. The
investment environment in the Kingdom is now condeido the repatriation of these

investments into the Kingdom, thereby contributiogpvercoming the financial constraints
facing the private sector. On the other hand, s¢wedicators point to the positive attitude
towards saving and investment by Saudi nationafes& indicators reflect the steady
increase of demand and time deposits as well asgsawaccounts held in commercial

banks. Moreover, subscriptions to the initial paldifferings and rights issues of shares
during the first half of the past decade were T&$ the value of issued shares, which
reflected the keenness and attitude of the Satideoitowards investment. In its policies
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to encourage savings, the Seventh Development Etaphasizes the importance of
making savings more attractive to citizens.

7.5.2.2 Commercial Banking System

The role of commercial banks in financing privatectsr activities has expanded
significantly, as reflected in the increase of tdibilities by over 20 percent in 1418/19
(1998). While the share of medium and long-terndileg in bank credit has increased, the
dominant share (75 percent) of commercial banksdilgg is still short-term. However,
some banks now offer long-term financing, partidyléo the petrochemical industries and
the construction sector. A basic financial infrasture for mobilizing private savings now
exists in the Kingdom through the extensive bardnbh networks, the increased use of
banks for paying employee wages and salaries, #mt oaew bank instruments. At the
same time, however, the banks still need to devtiep activities in a way that would
allow them to enter new activities and expand tlogig-term lending to the private sector.

7.5.2.3 Equity Capital Markets

Stock market indicators in the Kingdom reflect theed to develop these markets during
the Seventh Development Plan period. Market capétbn at about 40 percent of GDP
by the end of 1417/18 (1997) is low by internatiostandards. Only 74 companies are
listed in the stock market, while trading of shamghich takes place through commercial
banks, is below target levels and is dominatedrégsiactions in a few companies. Since
1415/16 (1995), the volume of investment in newlstissues has been low compared to
the total value of market capitalization, and belbw saving potential of individuals and
their manifest interest in stock market investmemtse market for government bonds has
developed over the past decade, but bond issugwaeeailable as a source of corporate
financing. The significant role expected from tkisurce will contribute to the efficient
management of private sector companies and theowagr allocation of financial
resources, along with the expected decline indleeaf specialized credit institutions.

7.5.2.4 Specialized Credit Institutions

Five specialized credit institutions in the Kingdoprovide low-cost medium and
long-term financing to the agriculture, industrydahousing sectors. The role of these
institutions has declined as their new lendingag/ imited to repayments of outstanding
loans, reflecting the government’s policy that legdand borrowing activities should be
based on market requirements and mechanisms.

7.5.2.5 |Insurance and Pension Funds

These funds represent a large potential sourcenémting the economy’s need for long-
term financing. In accordance with the adopted legns, Saudis employed in public
sector institutions contribute to the Retiremenindten Fund, while private sector
employees contribute to the General OrganizatiorSticial Insurance (GOSI). Currently,
these funds are invested in government developnbemids, domestic projects or
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investment funds. The returns on investment in gowent bonds are set by market

conditions for different maturities. New avenuesatthieve higher returns on assets and
current contributions to these funds will have ® reviewed to ensure their long-term

capacity to meet future pension payment obligations

7.5.2.6 Repatriation of Saudi Capital Invested Abvad

Currently, the roughly 105 commercial bank-manageestment funds, as well as the
many non-bank financial intermediaries which cutiseaperate in the Kingdom, invest the
dominant share of their assets abroad. It is egtuintnat the investment funds existing in
the Kingdom have assets abroad more than ten ttheessize of investments in the
Kingdom. Part of the reason for this capital owtfles attributed to limited investment
opportunities in the local stock market. Againss tackground, the Seventh Development
Plan will aim to reduce these outflows and encoeirtige repatriation of Saudi-owned
funds invested abroad by creating an internatignadimpetitive investment environment
in the Kingdom.

Investment of these assets inside the Kingdom resjtine development and expansion of
local stock markets to provide greater choice dqdidity. The achievement of these

objectives will require measures to boost the am@rfce of both Saudi citizens and foreign
companies in investing in the Saudi economy, a$ agelmeasures to ensure competitive
returns.

7.5.3. Development of the Financial Sector’s Ingtitional Frameworks

Due to prudent regulations and the requirements high capital adequacy ratios,

transparent financial reporting and regular on-sigpection, the Kingdom’s commercial

banking system is very strong by international déads, as reflected in a risk-weighted
capital adequacy ratio of 20 percent for 1418/1998), as against the internationally
agreed norm of 8 percent under the Basle agreermbathigh degree of transparency in
the disclosure of bank information is recognized lbgding world rating firms. The

risk-weighted capital adequacy ratios required by Saudi Arabian Monetary Agency

(SAMA) are amongst the highest in the world.

The regulatory framework of the financial sectos helped the Kingdom avoid the bank

failures and the financial sector crisis that hanerred some other emerging economies.

Building on this framework, it is imperative to akmmediate steps to initiate capital

market reforms aimed at promoting the development ostrong stock market and

encouraging investments in the Kingdom. Comprelvensievelopment of the stock
market will be introduced with the Kingdom’s acdessto the WTO through studying the
following measures:

- Enacting a securities market law to complemeatetkisting banking control law and
the companies law, along with development of thgtabmarket infrastructure in the
Kingdom.

- Prepare and implement an adequate frameworkdgolae the securities issuance
operations by non-bank financial institutions, utihg off-shore institutions.

- Develop a mechanism in order to regulate andseesthe activities of stock markets
as is the case in other countries. The stock maegtiatory agency should establish
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procedures for issuing new shares with the objectifzencouraging companies to
convert to joint stock companies.

Revise regulations for converting firms into jostock companies, and facilitate the
process of transformation, especially for innovatsompanies, and establish the
institutional and regulatory framework to enable thrivate sector raise capital
through the issuance of corporate bonds.

Provide facilities to ensure small and mediunegdiirms’ access to capital, provided
that these facilities will be an integral part dietKingdom’s policies related to
diversification and employment creation.

Issue regulations aimed at encouraging commefmalks to provide real estate
mortgage lending, through appropriate coordinatiwith relevant government
agencies and departments.
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DEVELOPMENT
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8. DEVELOPMENT OF NATURAL RESOURCES

This chapter highlights the achievements of thehSRevelopment Plan in the water,
energy and mineral resources sectors. The chalsterdaals with the key issues to be
addressed during the Seventh Development Plandygrarticularly economic efficiency

and strengthening the role of the private sectimally, the chapter outlines the objectives,
policies and programs of these sectors in the Sk\u@evelopment Plan period.

8.1. WATER SECTOR

8.1.1. Present Conditions

Since the Third Development Plan, the water seotothe Kingdom realized many
achievements, the most important of which are: edpd construction of sea water
desalination plants to meet the growing demandwater for domestic purposes, and
construction of modern water distribution netwoeksd related facilities throughout the
Kingdom.

The following achievements were realized by themmaater sector agencies during the

Sixth Development Plan, namely the Ministry of Agiture and Water (MOAW), Saline

Water Conversion Corporation (SWCC) and Al-Hass@dtion and Drainage Authority

(HIDA):

- Implementation of 76 water projects and provismnwater by tanker trucks to
villages and hamlets at the average rate of 593Aiers per year.

- Completion of the Custodian of the Two Holy Mosqudam at Wadi Bisha with a
holding capacity of 325 million cubic meter (mcmas well as implementation of
some small and medium dams - thereby bringing aked humber of dams to 190
with a total holding capacity of 778 mcm. Work isder way in constructing 13 new
dams with a storage capacity of 59 mcm.

- The SWCC provided operation and maintenance g=s\vio 27 desalination plants,
operating with a total production capacity of 2.2nmper day. Work is under way in
implementing 3 new desalination plants with proguctcapacity of 826000 cm per
day. The length of the pipelines transporting dea&d water for the inner cities of
the Kingdom reached 3,263 km by the end of thehSb¢velopment Plan and an
additional length of 627 km is under construction.

- HIDA implemented a project for the re-use of agliural drainage water for
irrigation. The project has contributed to boostimgyation water resources by about
32 mcm per year. HIDA also drilled 10 more wellsAhHassa and equipped them
with pumps, thereby compensating for the shortdgevater resulting from lower
water levels and the decreasing amounts of wateririg from the project’s natural
springs.

- Integrated efforts were made by various informatiedia, in coordination with the
MOAW, to enhance public awareness of the importasfcerater conservation and
consumption rationalization. It is expected alsointensify the efforts deemed
necessary to eliminate the phenomenon of excesgiter consumption.
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8.1.2. Key Issues

The most important issues which should be addredsedg the Seventh Development
Plan are as follows:

1.

Water Conservation Measures

There is still a critical need to enhance thecedficy of measures related to the
conservation of water and rationalization of conptiam in all sectors. Measures for
controlling water consumption must be enhancedrévgnt wastage of water and
ensure rational consumption; regulations for coriegrwater must be reviewed and
strictly enforced; an incumbent mechanism for réugiovater consumption in
agriculture must be developed while expanding thee wf water saving
technologies; and national standards and specditafor all water facilities must
be prepared. Water consumption and extraction frainsources should be
monitored through effective metering, modernizatmhnwater transmission and
distribution networks for domestic purposes, andpdidn of effective measures to
improve the collection system. Similar attentiorowd be given to promoting
public awareness about the importance of ratiomgjizvater consumption, through
the use of all types of information media.

National Water Plan

The preparation and approval of a national waten fis a very urgent matter. A
draft plan was prepared during the period 1400-14080-1982) when there was a
lack of sufficient information. Successive develgmnplans stressed the need to
prepare agriculture and water policy options thedtect the critical condition of
water resources. It is imperative, therefore, halfze the studies needed to prepare
and approve the national water plan, in coordimatvith all research agencies.

Per Capita Potable Water in Major Cities

Water sector agencies have provided water tooalsemer categories either free of
charge or at nominal prices without any consideratf its high capital costs. As a
result, per capita potable water consumption réssddy in major Saudi cities from
120 litres/capita/day in 1400/1401 (1980) to abd@it5 litres/capita/day in
1419/1420 (1999). Strict measures and rules arene@ded to control consumption
through continuous metering of water use and taigedosses in the distribution
network through appropriate operation and mainteeam addition, the success of
the comprehensive national campaign for the ralimsgon of domestic water
consumption requires a high level of awareness len pgart of citizens and
expatriates, expansion in the use of reclaimedenvaster for suitable purposes, and
a greater role for the private sector in the immatation and management of water
projects. These measures are expected to conttibtite realization of the Seventh
Plan priorities regarding water conservation, tl#onalization of government
expenditures and improved economic efficiency.
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4. Development of Water Desalination Technology

The design capacity of the plants constructedcalble Red Sea and the Arabian
Gulf reached 2.2 million cubic meters (mcm) per daythe end of the Sixth
Development Plan. Two technologies are used ird#salination process: the first
is Multi-Stage Flash (MSF) for production of botlater and electricity, and is the
more common method. The second is the Reverse @sitl®®) method using
membranes for the production of desalinated watéyr. ¢leavy fuel oil and natural
gas are used as the main fuels to operate thests.pldowever, it is important to
develop desalination technologies which are appatgto the Kingdom’s natural
conditions, such as desalination through the useotdr energy and integrating
multi-stage flash distillation processes with dlistion using membrane technology.
Moreover, emphasis should be placed on adoptirtinigoes that will reduce costs
and improve performance of the plants through the of natural gas as the main
fuel. In this context, the research and developroenter of the SWCC succeeded in
developing a method for producing desalinated wasing selective permeation
membranes in the reverse osmosis plants.

8.1.3. Production Efficiency

Average labor productivity of the desalination ptaduring the Sixth Development Plan
period increased to 4,175 cm/day/employee, at arage annual growth rate of 2.3
percent. It is noteworthy that the desalinatiompdameet 45 percent of domestic water
demand.

The water consumption rate per unit area in the Adloject has been reduced by 5
percent per year during the Sixth Development Bknod without any adverse impact on
the project’s productivity.

8.1.4. The Role of the Private Sector

The private sector has participated in various wegkated activities, such as drilling of

wells, construction and maintenance of dams, impldation of potable water distribution

networks, provision of potable water by tankerseraion and maintenance of potable
water projects, implementation of projects for seuof reclaimed wastewater for

agricultural purposes, as well as supply and itstah of pumps and equipments for water
projects. The private sector is expected to plagreater role during the Seventh
Development Plan period, not only in the areas roplémentation, operation and

maintenance, but also in the domains of financeraadagement, and thereby contribute
to improving economic efficiency in its broadestmse (investment, production and
organization).

8.1.5. Development Strategy

The Seventh Development Plan comprises an intejsitategy for developing the water
sector. This strategy includes the following ohijezs, policies and programs:
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8.1.5.1. Objectives

The main objectives of the water sector during 8sventh Development Plan are as

follows:

- To continue with the supply of potable water wmiffisient quantities and good
quality.

- To consider water as a basic factor and an impbrtieterminant in assessing the
economic viability of public and private projects.

- To conserve water resources and rationalize veat@sumption.

- To increase the role of the private sector in aggment, operation and maintenance
of water facilities.

8.1.5.2. Policies
The main objectives of the water sector will beirea through adoption of the following
policies during the Seventh Development Plan period

- To review the existing policies of the agricuéuand water sectors and to regulate
water consumption priorities.

- To reconsider the administrative organizatiorih&f water sector and consolidate all
agencies responsible for management of this settoa single autonomous agency.

- To support a computerized central database aoyatl aspects of water affairs.
- To expand and upgrade the hydrological and hyabtegical monitoring network.

- To expand application of advanced methods andntdogies for conservation of
water and improvement of utilization efficiency, gooperation with the Saudi
research centers.

- To develop and support renewable surface andngrovater resources by utilizing
precipitated (rain) and runoff water, and suppartime dams construction program.

- To update the detailed hydrogeological studiestarissue the national water plan in
cooperation with universities, KACST and related#grmment agencies.

- To improve the system of collecting water fees.
- To enhance the role of the private sector infitfld of water services.

- To develop non-conventional water resourcespuifioly construction of desalination
plants and appropriate facilities in order to suppther sources of water, as well as
implementation of projects for re-use of reclaimedste water and agricultural
drainage water.

- To develop Saudi manpower in the water sector.

8.1.5.3. Programs

Water sector programs in the Seventh Developmemt Bbncentrate on water resources
development, potable water supplies, rationalipatiof water consumption and
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conservation of water resources, construction dfalileation plants, and conducting
studies and research. These programs aim at tletog@vent of ground and surface water
resources, implementation of potable water supplyjepts, rationalization of water

consumption for domestic, industrial and agricdtupurposes, meeting the increasing
demand for water through construction of more deatbn plants and related facilities,

conducting hydrological and hydrogeological studies well as studying the impact of
using agricultural drainage and reclaimed wastemiatirrigation.

8.1.6. Growth Targets

The water sector is expected to undertake a semedsures during the Seventh
Development Plan that will contribute to the acki@ent of long-term objectives and will
intensify efforts to address the issues hindermgggrowth of the sector. The measures lay
emphasis on analyzing the water policy, in cooritma with the agricultural sector,
conducting detailed hydrogeological studies, isguan updated national water plan, and
enhancing the efficiency of operation and mainteraof water facilities, including
desalination plants.

In implementing these measures, the national wxtkance will be reconsidered to ensure
a reasonable equilibrium which takes into accohet ¢apacities of the available water
resources and the demand for water for all purposes

It is noteworthy that there are two types of rengeavater resources in the Kingdom:

1. Renewable surface and ground water in the ArabiaShield

Such water resources are generally available imAtabian Shield which comprises
about one third of the Kingdom’s area. The mainrees of water are rain and
run-off water and these are used to meet diredtly tequirements of rainfed
agriculture or are recharged in alluvial depositsl @am basins. The quantity of
renewable water in the Arabian Shied is about 51661 per year.

2. Renewable ground water in the principal and secmary aquifers and alluvial
deposits in the sedimentary area

The main sources of such water are rain and runaeffer which penetrate to
recharge the principal and secondary aquifers aadfiuvial deposits located in the
continental sedimentary shelf. This type of waterektracted through drilling of
shallow wells and is used for drinking and irrigatipurposes. The annual amounts
are estimated to be around 3,000 mcm.

In this connection, it is planned during the SelieDevelopment Plan to keep the
rate of consumption of renewable ground water amfhse water at their present
levels and to limit the increase in the rate ofstonption of non-renewable deep
ground water. At the same time, non-conventionakweesources will be increased
to meet part of the water demand for domestic andicipal purposes, by an annual
rate of 5.8 percent for desalinated water and p&rSent for reclaimed wastewater
for agricultural purposes. Table 8.1 shows the man National Water Balance
during the Seventh Development Plan.
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Table 8.1
Planned National Water Balance during
the Seventh Development Plan
(million cubic meters/year)

Estimates for

Description 1419/2( 1424/2¢
(1999 (2004
Demand for water:
- Domestic and Municipal purposes 1750 2030
- Industrial purposes 450 600
- Agricultural purposes 18540 19850*
Total Demand 20740 22480
Available Water Resources:
- Renewable surface and ground water (Arabian Shid)* 5000 5000
- Renewable ground water (continental shelf)* 3000 3000
- Non-renewable ground water (deep)* 11769 13120
- Desalinated sea water 791 1050
- Reclaimed waste-water 180 310
Total Available Water Resources 20740 22480
* MOAW projections

8.2. ENERGY
8.2.1. Present Conditions

The Kingdom’s energy sector plays a major rolermagonally due to its unique status in

oil production, refining and exports. This sectmoaassumes a position distinct from other
sectors of the national economy as it is the largearce of government revenues, the
major positive component of the balance of paymemd a primary contributor to capital

formation.

Table 8.2 shows developments in the key indicatbi@l and natural gas and the average
annual growth rates during the Sixth Plan.

The Ministry of Petroleum and Minerals (MOPM) isspensible for formulating and
executing the policies of the energy sector as wsllits supervision. ARAMCO is
responsible for all activities pertaining to oil damelated industries. The Arabian Oil
Company Limited and Saudi Texaco Company also takiersuch services in the divided
neutral zone.
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Table 8.2
Key Indicators of Oil and Natural Gas during the Skth Plan

1414/1415 1418/1419 Annual Growth

1994 1998 Rate %
Kingdom's production of crude oil (mbd) 8.05 8.28 o1
Crude Oil Reserves (bb) 261.4 261.5 0.0
Natural Gas Reserves (tcf) 190.1 214.3 3.0
Kingdom'’s Share in OPEC's
Crude QOil Production (%) 32.2 29.7 -2.0
OPEC's Share in World Oil Production (%) 39.9 40.8 0.6

mbd million barrels per day.
bb billion barrels.
tcf Trillion cubic feet.

The following major achievements were realized migithe Sixth Plan:

Discovery of 13 new fields, including 4 fieldscemtly discovered south of Riyadh
city in the central region. These fields contaitraulight Arabian crude as well as
quantities of sweet gas in Ghawar field at Aljoefpdsits in Al-Othmaniah region,
following a similar discovery in Shudgum. This iodies that a formation containing
sweet gas stretches along the eastern side ofahe@hawar field.

Total oil production during the first four yean$ the Sixth Plan amounted to 11.8
billion barrels. However, the Kingdom maintained @rude oil reserves level of
261.5 billion barrels, i.e. it has succeeded in pensating every barrel of oll
produced.

Development of Shuaiba field in the Empty Quantdrich started production in
1418/19 (1998) at a level of 500,000 barrels pgr da

ARAMCO provided all types of gas for the induatrneeds of the Kingdom. It
continued the implementation of projects with tim af improving and expanding
the main gas network which constitutes the backbainiedustrial development in
the Kingdom through the provision of methane, eth@nopane and butane.

Natural gas reserves in the Kingdom, increasethduhe Sixth Plan from 190.1 tcf
in 1414/15 (1994) to about 214.3 tcf in 1418/199@Pmost of which is associated
gas. ARAMCO has been putting extensive efforts emploring for non-associated
gas, culminated by the discovery of the Widaihy S8hdmaa fields.

Additional gas supplies were developed in theéezasand central regions where they
will help to meet the growing demand for energy aatlsfy the needs of industrial
development. Work has already started on the agetgin of a huge gas plant in
Alhawiyah in the eastern region, which will be dalgaof processing 1.4 million

standard cubic feet (mscf) per day of non-assatiges in 1422/23 (2002). This
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plant will be the first in the main gas network thaded to processing non-associated
gas. In addition, the ongoing expansion projectshef three existing gas plants
(Shidgum, Othmaniah and Berry) will more than deuiokal processing capacity.

Output of refined products has grown at an anmatd of 1.4 percent from 551.6
million barrels (mb) in 1414/15 (1994) to 584.1 nmb1418/19 (1998). However,
production capacity of refineries remained effegltvunchanged throughout the
Sixth Plan.

With respect to domestic energy consumption,epadjustments for some refined
products in the first year of the Sixth Plan help@anoderate the growth in primary
energy consumption, where consumption increase@.6ypercent annually from
1,436,100 to 1,593,900 barrels of crude oil eqantlbcoe). This is indicated in
Table 8.3, which also shows refining capacity armmestic consumption of
petroleum products along with relevant average ahgrowth rates during the Sixth
Plan.

Distribution networks for refined products were dieped, thereby increasing the
supply of premium gasoline, diesel and heavy filedloothe South Western Region.
Work is under way on the construction of a 350 kipeline for transporting

petroleum products from the Eastern Region to Riyeity and Al-Qassim Region.
This pipeline will help replace 1,650 tankers cothe engaged in transporting
refined products to these locations.

Table 8.3
Refining Capacity and Domestic Energy Consumption
during the Sixth Development Plan
(thousand barrels of crude oil equivalent per day)

Average Annual
Growth Rate %
1414/1415 1418/1419 1414/15-1418/19

199 199¢ (19941998
Refining Capacity 1570.0 1675.0 1.6
Production of refined products 1551.2 1600.3 1.4
Domestic Consumption of Primary Energy: 1436.1 1599 2.6
- Refined products 752.1 805.9 1.7
- Crude oil for direct combustion 210.0 260.0 5.5
- Natural gas 474.0 528.0 2.7

Source: Ministry of Petroleum and Mineral Resources

The oil tanker fleet of the Vela Company, owneg ARAMCO, currently
comprises 27 tankers, including 4 very large tasik&® large tankers for crude oil
and 4 tankers for refined products.

Joint ventures have expanded with the conclusioan agreement to establish a
joint venture with the Greek company, “Hilas”, ihet field of refining and
distribution. This is in addition to already exiggijoint ventures in the U.S.A,, the
Philippines and South Korea.
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8.2.2. Key Issues

Optimal Energy Utilization in the Domestic Market

Strategic objectives of the Seventh Plan include dptimal utilization of energy in the
Kingdom and maximizing value added for the natioeabnomy. To achieve these
objectives, the plan will aim at the following:

- Continue to develop natural gas reserves andissppainly for the domestic market
and to make optimum economic use of natural gasiecoil and refined products as
fuel or feed stock in industry by considering tharginal costs of these resources
while maximizing value added for the national eaogoThis will include supplying
the Central and Western regions with natural gas igradual manner to ensure
optimal utilization of this resource.

- Continue to price various types of fuel (die$ekl oil, crude oil and natural gas) to
reflect their relative values.

- To improve the efficiency of collecting revenutw fuel used by government
agencies.

8.2.3. Productivity

Restructuring the energy sector continued durirgSixth Plan with the aim of improving
productivity. Employment levels in Saudi ARAMCO thg the first four years of the plan
are a good proxy for productivity. Production cdpabas increased despite the fall in total
employment from 57,486 in 1414/15 (1994) to 55,%3@ployees in 1418/19 (1998).
Productivity is expected to improve further in ftduwdue to the managerial and operational
measures being implemented as part of the prodessstiucturing the energy sector.
Furthermore, the private sector will have the opyaty to participate in the energy sector,
particularly in the natural gas sub-sector, and il create a competitive climate in the
energy industry, thereby leading to improved praidity.

8.2.4. Role of the Private Sector

The private sector engages in several activitieghm energy sector, such as direct
investment in refining and in production and refmioperations in the Divided Neutral
Zone. Saudi ARAMCO offers a number of business dpities for private sector
participation in support activities related to eqakion, production, refining and
distribution. The role of the private sector is exfed to increase during the Seventh Plan,
as the Saudi and foreign private sectors will pgréite in all aspects of the natural gas
industry, as stipulated in the plan’s strategytfar energy sector.

8.2.5. Development Strategy

The development strategy of the energy sectorbeilimplemented through the following
objectives, policies and programs:
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8.2.5.1. Objectives

The main objectives of the energy sector during $Seeenth Development Plan are as
follows:

To develop oil production operations using thetliechnical and economic methods,
and to increase oil reserves.

To preserve oil's share in world energy consumptas well as the Kingdom’s
position in the world oil market.

To cooperate with the producing and consuminghtraes to ensure stability of the
oil market.

To increase the value added of the crude oil yred.

To increase the supply and develop the reserfemtorral gas and to expand its
domestic uses so as to achieve the objectives\ala@ment and diversification of
sources of income.

To increase private sector participation in teeg@eum industry.

To enhance the efficiency and increase the lef/gitegration of the Saudi petroleum
industry, enhance its ability to meet domestic desf@r petroleum products, and to
achieve optimal performance in the domestic refjnidistribution and marketing
operations.

To develop and qualify Saudi manpower in linehwiite requirements of the energy
sector.

To conserve water resources and rationalize twgisumption in all processes of the
oil industry.

To protect local environment from pollution amadive due consideration to global
environmental issues.

To upgrade and strengthen the processes of sugragid map production needed for
the implementation of various projects.

8.2.5.2. Policies

The major objectives of the energy sector in theeSth Development Plan will be
achieved through the following policies and measure

Continue oil exploration operations in the Kingdaon order to increase reserves
using the most appropriate and latest exploragchriologies.

Increase refining capacity to the maximum ecomalty feasible level.

Integrate the Saudi petroleum industry at therimational level, through engaging in
profitable joint refining and marketing venturesthwpartners who have large access
to the major markets.

Coordinate with OPEC and non-OPEC countries tmtai oil market stability.
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- Engage in dialogue with the major consumers émtifly the various policies which
affect demand for petroleum and related productkese countries.

- Continue exploration operations for non-assodiagas with the aim of increasing
reserves.

- Rationalize consumption of petroleum productsh@ domestic market and enhance
the efficiency of their utilization.

- Implement staff training programs to enhance rtleffectiveness and boost the
Saudiization process.

- Use medium- and high-salinity ground water in @ioduction and reduce
dependence on fresh water aquifers.

- Improve maintenance systems and methods in ngfiand distribution facilities, and
continue emphasis on protective maintenance pragram

- Work towards producing refined petroleum produttiat are free from harmful
pollutants.

- Provide the opportunity for domestic and intelora! private sectors to participate
in the development of the gas industry.

8.2.5.3. Programs

The energy sector programs in the Seventh Planectrate on the development of oil
facilities, support services, geographical and rseisstudies and research, petroleum
research and services, and maps and survey informatith the overall aim of
developing petroleum resources and improving peréorce.

8.2.6. Growth Targets

Table 8.4 shows forecasts for domestic consumpifgorimary energy and the expected
average annual growth rates during the Seventhg@laad.

Table 8.4
Domestic Consumption of Primary Energy
during the Seventh Plan
(thousand barrels of crude oil egualent per day)

1419/20 1424/25 Average Annual
(1999) (2004)  Growth Rate (%)

- Refined Products* 841.9 974.2 3.0
- Crude Oil for Direct Combustion 237.0 143.0 - ®.

- Natural Gas 554.0 1083.0 14.3
Total Consumption 1632.9 2200.2 6.1

* Including lubricants
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8.3. MINERAL RESOURCESSECTOR

8.3.1 Present Conditions

The development and utilization of mineral resosriseone of the most promising ways of
increasing and diversifying the sources of natiomadome. Accordingly, the Sixth
Development Plan aimed to “develop mineral resaueed to encourage discovery and
utilization thereof”. Implementation of the SixtHaR’s policies led to the discovery of
many mineral prospects and locations which mayidethe platform for basic, secondary
and complementary mining industries in the future.

The most important achievements of recent years are

The Deputy Ministry for Mineral Resources (DMMR&s completed the geological
survey maps at 1:500,000 and 1:250,000 scale wdoekr the Arabian Shield and
part of the cover rock. It has also published mdeyailed geological maps for
mineral deposits as well as geophysical and engimgeeurvey maps. The most
eminent achievements in the field of surveying argloration during the Sixth Plan
were collecting and tabulating geophysical data atarting to prepare the
geophysical Atlas, assessing the seismologicalrdaza the Agaba Gulf earthquake
in 1415/16 (1995), continuing with seismological mioring activities, as well as
investigating and assessing environmental hazardseoAl-Yutmah location near
Madinah.

Preparation of studies for 11 mining projectspased for utilization, including the
projects of phosphate mining in Al-Jalamid, irore an Wadi Sawawin, bauxite in
Az-Zabairah, and zinc in Khaniguiyah, as well asfeasibility studies about
magnesite in Zarghat, zinc and copper in Al-Masarid Jabal Sayid, and gold in
Al-Amar, Al-Hajar, Hamdhah and Bulghah (Figure 8.1)

During the Sixth Plan, the DMMR continued to issuarious types of mining
permits, to monitor investments and to provide técdl advice, with the number of
mining leases issued by the end of the Sixth péathing 17 leases, including 5
non-metallic minerals mining leases, 8 cement raatenml leases, and 1 mining
lease for copper, zinc and associated metals, hasv@ leases for precious metals.

The Saudi Arabian Mining Company (MA’ADEN) wastaslished in 1417/18
(1997) as an autonomous joint stock company fukmed by the state. The company
was responsible for exploiting Mahd Ad Dahab anéhaybarat mines. MA’ADEN
also obtained a mining lease for development ofm&iamine for production of gold
and associated metals. This is the first miningdefor the company following its
establishment. It also obtained a mining leasetitael Al-Hajar mine, as well as an
exploration license for mineral ores in Wadi Bid8amran and Shayban.
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Figure (8.1): Locations of Mining Investment Projets
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8.3.2. Key Issues

1-

Existing Mining Code and International Develoments

There is an urgent need to formulate new polifweshe mining sector and to amend
some provisions of the mining code (issued in 1388)t lacks the flexibility needed

to encourage mining investments. It is also impegato reconsider some of the
incentives granted to investors through the mintoge in the fields of mineral

exploration and utilization and the financial intiees provided by the government
to investment projects. Establishment of miningnjoventures should also be
encouraged.

It is noteworthy that intensive efforts are beimgde to develop foreign investment
related regulations, which will undoubtedly conirdd towards overcoming these
constraints.

Infrastructure in Mining Areas

Most of the areas of mining leases are in remate winhabited locations in the
Kingdom which lack the infrastructure needed foriseeconomic development,
such as roads, telecommunications, water and elégtras well as basic services
such as education, health etc. Such infrastrudture vital element in providing
appropriate opportunities to utilize economicakagible mineral deposits in these
areas. Coordination between relevant agenciesrisimgortant if priority is to be
given to infrastructure projects in mining areasnsistent with the Seventh Plan
priorities to continue to provide infrastructureneet increasing demand, to develop
the various regions and to reduce migration tahgor cities.

Private Sector Participation in Mining Investmerns

The private sector’s role in mining has been kaito the utilization of non-metallic
minerals and raw minerals needed for material neotufing and non-organic
chemical industries, such as cement, glass, cesampants, insulation and building
materials. With respect to basic industries, sushhaavy industries and other
chemical industries which depend on metallic milsesach as iron, copper, lead and
zinc, the private sector’s role in utilizing thaseerals remained limited, despite the
availability of many promising mineral deposits wlhi are economically and
technically feasible and have been publicized & ltdtal and international markets.
The various impediments to private investment i@ thining of metallic minerals
need continuous review so that appropriate solsticen be found to enable the
private sector to invest in the exploitation of pising mineral deposits either
directly or through associated and secondary imggstSaudi and foreign private
investment should also be encouraged in miningsatt@@ugh the simplification of
licensing procedures, the provision of infrastruet@and easy investor access to
information and studies, as well as through ruleemdments to streamline
procedures for obtaining loans from public and gevsources of finance. Finally,
investors should be provided with information abthg feasibility of investing in
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these projects through the Chambers of Commercédrahustry, the organization of
symposia, direct meetings, and other informatiodiene

4-  Qualified Saudi Manpower in the Mining Sector

Mining activity requires a very specific type d&f with both specialized academic
qualifications and practical fieldwork experiendde mining sector recognized this
fact and used the services of the internationakelbing houses through geological
missions to ensure the ongoing efficiency of mindeyelopment and to attract and
develop Saudi manpower in this field. Despite tfferes exerted in this regard

during the Sixth Development Plan period, more ifjedl and specialized Saudi

professionals and technicians are needed to meetetjuirements of the mining
sector, through emphasis on training and scholarghiograms, encouraging
graduates to enter the mining sector and increasmgoyee incentives.

8.3.3 Production Efficiency

The mining sector accumulated a great deal of mé&tion over the course of previous
development plans, comprising more than 4,000 te@ord specialized studies about the
mineral ores (metallic and non-metallic) which syppost of the basic and manufacturing
industries, as well as many technical and econdeaisibility studies for some promising
mining projects which could be developed commeiciaFurthermore, an advanced
computer system has been established for storafjerganization of information that will
be important for the expansion of mining investrsedtring the Seventh Development
Plan period. In this context, it is imperative toprove the efficiency of the mining sector,
to address related issues and problems, and tolopewappropriate mechanisms to
encourage private investment in mining activites;h as:

- Amending some articles of the existing mining €otb keep abreast with
international developments and developing the mdgslating mining investment, as
well as simplifying the procedures for issuing mupleases and licenses.

- Intensifying the use of advanced technology amujomng development of
information systems.

- Enhancing Saudi geotechnological capabilities addhinistrative support skills of
the sector’s staff as well as upgrading their pobeity through scholarships and
ongoing training.

8.3.4. Role of the Private Sector

The private sector contributed to the developmehttie mining sector through
participation in investment projects and the mactuiiang industries which use metallic
and industrial ores, as well as participation i@ thining lease projects. By the end of the
Sixth Development Plan, the Deputy Ministry for Mml Resources had granted the
private sector 16 exploration licenses for metalhd precious minerals, 34 reconnaissance
permits for promising mineral prospects, 14 pernfits small mines for utilization of
industrial minerals and 847 permits for extractioh basic materials used in the
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construction industry. However, a more effectivévgte sector role can be achieved
through adopting measures to facilitate the isseafaeeds and the financing of mineral
projects by local banks.

An integrated strategy is now needed for the dgreknt of the mineral resources sector
and for addressing related key issues.

8.3.5. Development Strategy

The development strategy of the mineral resoureeswill be implemented through the
following objectives, policies and programs:

8.3.5.1: Objectives

The major objectives of the mineral resources segtthe Seventh Plan are:

- To expedite geological surveys, update geologacal mining data, and assess the
various types of mineral ores in the Kingdom.

- To inform investors and encourage them to exploreand utilize available mineral
deposits.

- To update economic feasibility studies of promgsmineral deposits.

- To develop and upgrade Saudi manpower in thd €lmining and enable them to
acquire technical, administrative and marketingskelated to mining industries.

- To improve the efficiency of existing mining irstenents, and provide new
investment opportunities in the utilization of miaks.

8.3.5.2 Policies

The objectives of the mineral resources sector ballachieved through adoption of the
following policies during the Seventh Plan:

- Assessment of various mineral prospects and mpidieposits in the Kingdom by
extending the comprehensive inventory and usingamacked techniques for
collecting, processing and storing data, as welp@paring pre-feasibility studies
and continuing to explore for minerals, drilling d¢fie mineralized areas and
identifying mining models.

- Enhancing the geological studies and updatingvesit data, updating geological
maps, conducting marine geological studies alomgcitasts of the Kingdom, and
developing a digital data base compatible withgleegraphical information system.

- Conducting technical and economic studies formpsong mineral deposits and
assessing the feasibility of projects in the selgsites.

- Continuing to develop Saudi manpower in the ngnielated agencies by upgrading
their skills through training, scholarships anceatting conferences and symposia
inside the Kingdom and abroad.

Developing the organizational structure of thaimg sector.
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Enhancing coordination between the mining comgmind the related government
agencies and encouraging the private sector ta emteng industries and support
services.

Encouraging the establishment of joint venturgs dvercoming the constraints
impeding the attraction of foreign investments, eleging mineral extraction
techniques and improving the quality of the product

8.3.5.3 Programs

The Seventh Development Plan programs of this semtocentrate on surveys and
exploration, development of mining investments, emath exploitation and mining
development. These programs aim at investment ueldping mineral resources and
encouraging their exploitation in order to diveysthe sources of income and achieve
balanced growth among all regions of the Kingdom.

8.3.6. Growth Targets

The general framework of the mining sector growdrgeéts, during the Seventh
Development Plan, comprises the following:

Offering 11 investment mining projects, for whitdthnical and economic feasibility
studies have been finalized, including:

*  Al-Jalamid phosphate project which is one of ldugest deposits worldwide.
* 8 projects for metallic deposits (iron, zinc, g&p and gold).
* 2 projects for non-metallic deposits (bauxite anagnesite).

Increasing the number of permits and leases ffmallsnon-metallic mines by 40
percent during the Seventh Development Plan pegiod increasing the rate of
issuing building materials permits by 10 percennpared to present level, in order
to meet local demand.

Conducting at least 4 technical and economicilfdag studies for mining projects
per year and offering them for competitive tendethe private sector.

Figure 8.2 shows the major metallic and non-metattinerals areas planned for study
during the Seventh Plan.

The achievement of these targets during the Seveatlelopment Plan will enable the
Kingdom to enter the actual production stage ansteéadily increase the value added and
growth of the mining sector. It is expected, durthg Seventh Development Plan, to
update the data base system and to review sonoieartf the mining code (particularly
those related to deeds and mining taxes) to keepithpglobal developments, particularly
following the issuance of the Council of Ministe®ésolution No. (115) dated 16.7.1420
pertaining to the establishment of the Saudi GecdddSurveying Authority reporting to
the Ministry of Petroleum and Mineral ResourcesisThstitution has the full autonomy
and competence for achieving the geological andngisector objectives in the Kingdom.
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Figure 8.2: Major Areas of Metallic and Non-Metallic Minerals Planned
to be Studied during the Seventh Plan
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9. PRODUCING SECTORS

This chapter highlights the achievements made duhe Sixth Development Plan in the
agriculture, industry, electricity and constructieectors. It also deals with key issues that
should be addressed during the Seventh Plan peroonomic efficiency and
strengthening the private sector’s role. Finallly,shows the objectives, policies and
programs of these sectors in the Seventh DevelopRian.

9.1 AGRICULTURE SECTOR

9.1.1. Present Conditions

The Ministry of Agriculture and Water (MOAW) toolegeral measures during the Sixth
Plan period to conserve non-renewable ground veatérto ensure balance between water
and food security. These measures included gradreducing the production of cereals,
suspending the issuance of licenses for new foddstuction projects, enhancing water
use rationalization programs, diversifying the pcitbn base according to regional
comparative advantages and the water requiremehtsraps, as well as obliging
agricultural firms and owners of large scale adtigal projects to install water meters in
agricultural wells. Against this background, theiagtural sector achieved an average
annual growth rate of 2.2 percent at constant prafel414/15 (1994), while its share of
non-oil GDP reached 10.4 percent and agriculturgbleyment accounted for 7.8 percent
of total employment in the Kingdom.

The major achievements of the agriculture sectonduhe Sixth Development Plan are as
follows:

- The production of wheat and barley fell by 30efgent and 75.1 percent respectively
in conformity with government policy directions atie¢ Sixth Plan’s target to reduce
production of these two crops to levels not exasgdiomestic consumption. The
reduction of total wheat and barley production caed with the achievement of
high yields of 4.7 tons/hectare for wheat and &t&thectare for barley.

- High production rates were achieved for some cagitiral products largely
commensurate with population growth rates, therabgting a substantial portion of
domestic food demand and successfully implemerthegplan’s policy to diversify
the agricultural base in line with comparative adages (Table 9.1).
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Table 9.1
Production of Selected Food Items during the Sixtibevelopment Plan
(thousand tons)

1414/15 1419/20 Increase/Decrease

(1994) (1999) %
Wheat 2646 1834 (30.7)
Barley 2010 500 (75.1)
Red Meat 150 160 6.7
White Meat 361 526 45.7
Eggs 127 139 9.4
Milk 633 866 36.8
Vegetables 2291 2757 20.3
Fruits 988 1244 25.9
Fish 52 56 7.7

Source: MOAW

The crop pattern changed in response to new dpwents that emerged during the
Sixth Plan period. The cultivated area of wheatleyaand other cereals was reduced
by 32.6 percent, 69.9 percent and 34.7 percenecéisply. On the other hand, the

areas for vegetables and fruits increased by 2%&ept and 28.8 percent

respectively (table 9.2).

Table 9.2
Crop Pattern during the Sixth Development Plan
(thousand hectares)

1414/1t 14719/2(
(1994 (1999 Increase/Decreas
Area (%) Area (%) (%)

Cereals:
- Wheat 582 44 392 43 (32.6)
- Barley 316 24 95 10 (69.9)
- Others Cereals 173 13 113 12 (34.7)
Total Cereals 1071 81 600 65 (44.0)
Vegetables 134 10 166 18 23.9
Fruits 118 9 152 17 28.8
Total 1323 100 918 100 (30.6)

Source: MOAW
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- Veterinary and agricultural extension servicentitmed to be provided, along with
the operation of research centers and experimatibss, which contributed to the
development of animal production (Table 9.3).

Table 9.3
Livestock in the Sixth Development Plan *
(Thousand Head)

1414/15 1419/20 Increase
(1994) (%)
(1999)**
Camels 767 806 51
Cows 261 309 18.4
Sheep 10170 10718 5.4
Goats 5988 6343 5.9
Poultry 290982 335625 15.3

*  Including animal herds owned by nomads.
**  MOAW Estimates

- The Saudi Agricultural Bank continued to grantiagtural loans which reached
about SR 2.5 billion during the Sixth DevelopmelatP

- The Grain Silos and Flour Mills Organization ha®t the domestic demand for
wheat and has a strategic stockpile sufficient seintontingencies for six months.
The production capacity of the flour mills duringetlast year of the plan 1419/20
(1999) reached about 7,020 tons of wheat per daynaease of 34 percent on its
level at the beginning of the plan. The Organizatalso contributed to fodder
production and partially satisfied demand for dosnmodity.

9.1.2 Key Issues

1- Demand for Fodder

Overgrazing has adversely affected natural rarlgading to a decline in the capacity and
productivity of such ranges. In 1419/20 (1999), tb&al number of animal units was
estimated at about 4.5 million, while output capaof these ranges reached 15.2 million
tons, or sufficient to feed 1.7 million animal witThe volume of available fodder
including barley and other cereals (maize, soyan$ealfalfa and other fodders) reached
about 8 million tons of dry items per year, or géint to feed 2 million animal units.
Thus, the demand for range fodder and dry fodderbooed exceeds the available supply
by about 18 percent. Consequently, it is imperativelevelop range resources through a
set of measures aimed at controlling desertificataiminating random grazing, placing
emphasis on green belts for agricultural lands dewkrts, as well as restricting the export
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of fodder.

2- Consumption of Water Resources for Agriculturd Purposes

This issue, common to both the agriculture and msgetors, reflects the steady increase in
water consumption -- particularly non-renewable ewvatesources -- for agricultural
purposes as a result of agricultural expansiorréasathat rely on non-renewable ground
water and the tendency of farmers to cultivate &vddth high water requirements.

This issue could be addressed through reducingtéas cultivated by crops with high
water requirements, such as green fodder andalflispending the distribution of fallow
lands except in areas with renewable water reseuregpanding the cultivation of
agricultural products with lower water requiremeaitsi adopting a wide range of effective
measures to rationalize water consumption for afitical purposes. Such measures would
include the adoption of advanced irrigation techei the determination of water
requirements for agricultural products, monitoriagter consumption through installation
of water-meters on wells, setting a tariff for watexceeding the specified water
requirements of crops, utilization of the naturamparative advantages of the various
regions regarding redistribution of agriculturabgucts and intensification of agricultural
extension programs to ensure awareness of farntmyat ahe significance of water
conservation.

3- Agro-industries of Vegetables and Fruits

The past three development plans saw the steadgase in annual growth rates of
domestic production of vegetables and fruits whadntributed significantly towards

meeting demand and reducing the share of imposveder, value added processing of
these products is not commensurate with the voloihmaw material output and does little
to meet the demand for processed food productsdassestic vegetable and fruit

processing production (with the exception of datks®s not exceed 10 percent of total
demand and results in higher imports.

The three elements of this issue (domestic prodactnarketing and processing) need to
be addressed in an integrated way. Continued adter® the agricultural calendar is

important, as are the regular review of the pradadncentives system and prices of some
agricultural products. Investment should be enagenlan greenhouse projects to produce
vegetables that are used as inputs for agro-indastfhe efficiency of storage facilities

should be enhanced, while agricultural loans shdniddexpanded to include marketing

activities and formation of agricultural cooperatisocieties.

4- Fish Products

The Kingdom has given substantial attention to fisbources as an important source of
food security. Consumption by the end of the SiRtan 1419/20 (1999) reached about
94,000 tons, of which 56,000 tons (or 59.6 peraoéribtal consumption) are of fresh fish
locally produced in traditional and artificial fishes, with the remainder imported from
abroad to bridge the gap in demand for these ptedHowever, demand for fish products
is expected to increase to 110,000 tons by theoérile Seventh Plan 1424/25 (2004),
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while domestic supply is expected to increase twtb2,000 tons, leading to a bigger gap
of about 48,000 tons and higher imports. Addresdimese developments will entail
providing fishing boats with electronic devices amdodern fishing techniques,
encouraging the trend towards fish farming and gssing, urging investors to set up
artificial fisheries on the Red Sea and the Aral@aulf, increasing the Agricultural Bank’s
loans for these purposes and dedicating effortatdsvsolving problems facing fishermen.

9.1.3. Productivity

The adoption of modern technologies in large-segecultural projects and the private

sector’s involvement in production and marketingehbed to a steady improvement in the
productivity of the agriculture sector during thetB Plan period. However, the need still

persists for a series of measures to enhance fleteefy of this sector, such as the

continuous review of agricultural policies relatéal the transfer, endogenization and
utilization of technology, improving the effectivess of agricultural extension programs
and coordination with research agencies on coruyiegpplied research which supports the
optimal utilization of such technologies.

9.1.4. Role of the Private Sector

The government will continue to encourage the peivsector to engage in agricultural
development activities, particularly investment marketing and agro-industries.
Government agencies in the agriculture sector pritivide their services to enhance the
private sector’'s capabilities through a set of paags including agricultural research,
services and extension, credit facilities and fatihg the transfer and adoption of
appropriate technologies.

9.1.5. Development Strategy

During the Seventh Plan, increased domestic derfrarfdod is expected to continue as a
result of population growth and steady improvemamts/zing standards. Accordingly, it is
imperative to develop the agriculture sector, coreseritical water resources and achieve
a balance between water and food security.

The development strategy of the agriculture sedring the Seventh Plan will be
implemented through the following objectives, pagand programs:

9.1.5.1. Objectives
The main objectives of the agriculture sector dytime Seventh Plan are as follows:

- Enhancing agriculture’s contribution to the dsiécation of income sources and
expansion of the productive base.

- Emphasizing the rational utilization and cons&oraof natural resources.
- Upgrading the economic efficiency of the agriaudt sector.

- Contribution towards raising income levels angbiaving the standard of living for
citizens in rural areas.
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9.1.5.2. Policies

The main objectives of the agriculture sector dyrihe Seventh Plan will be achieved
through adoption of the following policies:

- Provide some agricultural inputs and support isessto farmers and ensure an
adequate climate for the private sector to contipueducing and processing
agricultural products, and adopt modern technotoggduce costs of production.

- Increase local production of fruits and vegetabie greenhouses and encourage
adoption of modern cultivation and irrigation teijues.

- Raise the efficiency of research, technical agricaltural extension institutions, and
enhance coordination with implementing agencies.

- Upgrade the efficiency of producing projects tilgbh supporting technical studies
and research, as well as the application of motstmologies.

- Improve the marketing of vegetables and fruitstipularly for small producers.

- Enforce the conditions and criteria related te tise of reclaimed wastewater and
agricultural drainage water for agricultural purges

- Develop and upgrade Saudi manpower in the aguicilsector.

- Provide adequate storage capacities of silosveaehouses for various types of
grain in line with domestic consumption needs.

- Increase the production capacity of the flourlsnih line with the expected increase
of demand for flour products.

- Provide agricultural loans in line with agricuttli policy and the need to balance
disbursements with loan repayments.

- Contribute to realization of ecological equiliom through the conservation of
natural resources, control of desertification, emation and development of forests,
provision of adequate protection conducive to rdpotion of animal and plant
species, in addition to protection of the marineimmment and the conservation and
development of fish resources.

- Prepare the agricultural sector to deal in ailflexand efficient manner with local,
regional and international developments.

9.1.5.3. Programs

The programs of the agriculture sector emphasigalévelopment of agricultural services
and fish resources, technical cooperation and feansf technology with the aim of
providing various agricultural services, enhanciisty resources and ensuring transfer of
technical expertise and advanced technology inalbotation with international and
regional organizations as well as bilateral coopp@macommittees. The programs of this
sector also stress the continuing modernization endpment replacement tasks of the
grain silos, flour mills and animal feed factori@s well as providing loans necessary for
securing agricultural equipment, along with conimguto meet the demand for flour.
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These programs also emphasize the developmentrgfoneer in the agriculture sector and
upgrading their efficiency through training, padl@rly in advanced technologies and
modern agricultural techniques.

9.1.6. Growth Targets

The value added of the agriculture sector is exgoetd increase during the Seventh Plan
from SR 34.67 billion in 1419/20 (1999) to SR 40t#fion in 1424/25 (2004) at constant
prices of 1414/15 (1994), or at an average anmaalthy rate of 3.05 percent.

Table 9.4 shows the estimated demand for main fieoals, the total demand for which is
expected to increase at an average annual rat@ peBcent.

Table 9.4
Demand for Main Food Items during the Seventh Plan
(thousand tons)

1419/142 1424/142!

Description (1999) (2004)
Wheat 183¢ 2147
Red Meat 37C 43¢
White Meat 682 79¢
Eggs 122 145
Milk* 82¢ 965
Vegetable: 3361 393¢
Fruits 1931 226(
Fish 94 11C

* Fresh Milk.

Table 9.5 shows expected changes in the productitdre main food items during the plan

period.
Table 9.5
Production of Main Food Items during the Seventh Rin
(thousand tons)
Production (thousand tons
1419/2( 1424/2* Average Annual
Description (1999 (2004 Growth Rate (%)
Red Meal 16C 16¢ 1.C
White M eal 52€ 77% 8.C
Eggs 13¢ 161 3.C
Milk 86¢€ 100¢ 3.C
Vegetable: 2757 319¢ 3.C
Fruits 1244 151¢ 4.C
Fish 56 62 2.C
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Domestic agriculture production is expected to nmeaignificant share of the growing
demand for food items over the Seventh DeveloprRént period. Production of eggs and
milk will exceed the volume of demand, thus leadio@ surplus available for export. On
the other hand, imports of red and white meat, tadges, fruit and fish are expected to
continue due to demand growing faster than dompstiduction.

By the end of the Seventh Development Plan, whestygtion is not expected to exceed
domestic consumption estimated at 2.1 million tpas year. Barley will continue to be
imported by the private sector.

9.2 INDUSTRY SECTOR
9.2.1 Present Conditions

The Ministry of Industry and Electricity is respdnie for developing the industrial sector
through its supervisory, regulatory and executasks, while the Royal Commission for
Jubail & Yanbu, the Saudi Industrial Developmenhdand the Saudi Consulting House
provide support for the Ministry in the implememat of industrial development policies
and programs. The industrial sector made signifipangress over the Sixth Development
Plan period, as its contribution to non-oil GDPateed 13.9 percent by the end of the plan
period. The petrochemicals industry contribute®l Sercent of industrial GDP, the oil
refining industry 37.8 percent and other manufastundustries 52.3 percent.

During the Sixth Development Plan, SABIC implemehteajor expansions in its projects
leading to the addition of about 5.5 million tone tts production capacity of
petrochemicals, fertilizers and minerals, thusding its total production capacity to more
than 25 million tons per year, an increase of 28¢x@ compared to the beginning of the
Sixth Development Plan. Total capacity of SABICeispected to reach more than 35
million tons on completion of the remaining expamsprojects in 1420/21 (2000). SABIC
also established a new project for the productiosteel sheets with an annual production
capacity of 850,000 tons.

In the case of manufacturing industries, the nundfevperating factories by the end of
1419/20 (1999) reached about 3,123 with total itmesats of about SR 230 billion and
total employment of 287,600 workers as shown inl&§a®6. The number of new
operational factories during the plan period redché6 with an investment value of about
SR 14.5 billion.
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Table 9.6
Operating Factories* by Type of Activity
1419/20 (1999)

Number of Total Employment
Industrial Activity Factories Finance (Thousand)
(SR million)

Foodstuffs 497 16446 40.1
Textile and ready made clothes 135 3015 16.8
Wood and Wood products 135 2093 11.8
Paper, printing and publishing 187 4998 14.6
Chemicals and petroleum 643 150553 68.5
Non-metallic industries 560 25370 51.7
Base metallic industries 74 5709 9.3
Machineries and equipment 814 20736 69.0
Other industries 56 1081 5.1
Cold stores 22 262 0.7
Total 3123 230263 287.6

Source: MIE
* National and joint venture factories.

The value of industrial exports (excluding oil refig) in the fourth year of the Sixth Plan
1418/19 (1998) reached about SR 35.03 billion atec prices, a rise of 109 percent
compared to the level before the beginning of theéhSPlan, of which petrochemicals
accounted for 34 percent and other manufacturidgstries for 66 percent. The value of
industrial exports (excluding oil refining) is exgted to reach SR 39.83 billion in the last
year of the Sixth Plan.

SIDF provided about SR 8 billion in industrial leafor 271 industrial projects in the first
four years of the Sixth Plan, while about 340 inidak projects are expected to benefit
from these loans by the end of the plan. Moreovawmmercial bank loans to
manufacturing industries increased from SR 12.8®biby the end of the Fifth Plan to
SR. 21.45 billion by the end of the fourth yeartbé Sixth Plan 1418/19 (1998), an
increase of 66.5 percent.

By the end of the Sixth Plan, the number of opegafiactories in Jubail and Yanbu
industrial cities reached 23 for basic industri28,for secondary industries and 132 for
light and supporting industries, increases of 9ceef, 116 percent and 18 percent
respectively compared to the beginning of the SBtn. In addition, the 8 industrial cities
established in Riyadh, Jeddah, Dammam, Makkah,iQassd Al Hassa now have a total
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developed area of about 41 million square metersnerease of 28 percent compared to
the beginning of the Sixth Development Plan. Theaaoccupied by industrial projects

accounted for 95 percent of the total developedi.aW¥ork also commenced on the
development of 4 new industrial cities in Al Madmassir, Jouf and Tabuk. The Ministry

of Industry and Electricity is studying possibleivate sector participation in the

establishment of new industrial cities to meetgh®ving demand for industrial space.

Within the context of the Offset Program, eightesgnents have been concluded with the
French government, the British government and somagor international companies.
These agreements resulted in the formation of I&pemies in the fields of aviation,
electronics, telecommunications and other high rietdgy industries. The total capital
invested in these companies reached SR 2,677 milby the end of the Sixth
Development Plan, an increase of SR 242 milliomftbe end of the Fifth Development
Plan.

In the context of enhancing the private sector'stigbution to the national economy,
including the privatization of some activities und&en by government agencies
responsible for industrial development, the CouatiMinisters’ Resolution No. 57 dated
28.3.1420 has decreed the establishment of a Saudi Stock Company for Services at
Jubail and Yanbu industrial cities.

The industrial sector faces some key issues wtiokld be addressed during the Seventh
Plan period in order to support the process of stril development and ensure a greater
contribution of the industrial sector to GDP.

9.2.2 Key Issues

1- Trained Saudi Manpower

Notwithstanding the progress in Saudiization aokiewy the petrochemical and oll
refining industries, the rate of Saudiization remsailower in other manufacturing
industries which still depend on non-Saudi manpoweera great extent, due to the
insufficient supply of national industrial skille@ lower wages of non-Saudis.

Addressing this situation requires some measureediat expanding and upgrading
industrial education and making it more attractwe&audi youths, along with training and
encouraging Saudi manpower to join national indaistfactories while providing
incentives for private factories with high rates mdtional manpower and which are
implementing programs for training and upgrading $kills of such manpower. Moreover,
measures have to be adopted that aim at encourpgirade sector investment in training
and providing credit facilities for training purpess

2- Incentives for Small Industries

Small industries account for a substantial propartdf total industries in the Kingdom,

and are a major provider of job opportunities fau& nationals and supplier of products
to large industries. However, small industries dbenjoy the same incentives provided by
the government to large industrial projects andehere no specialized institutions or



219

agencies dealing with their affairs. Small indwesrialso have difficulties in obtaining
finance for their activities and need to use modeamagement and accounting systems in
running their businesses.

Against this background, further encouragementnedlsindustries will be needed in the
coming phase through studying the establishmemrefabricated buildings in industrial
cities, providing these buildings with necessargises and infrastructure, and leasing
them to small investors. The Chambers of Commenckeladustry, in collaboration with
private establishments and commercial banks, caldd assist small investors through
shouldering the costs of feasibility studies, adl a® the establishment of special sections
in commercial banks for financing these investars] establishing special companies as
incubator institutions to contribute capital to dmadustrial projects and implement
technical assistance and consultation programs.

3- Incentives

Government incentives for encouraging businessntennvest in industrial projects

include the granting of land, customs exemptionnogported production inputs, easy-term
loans and exemption from corporate taxes. In ofdeithese incentives to be effective
under prevailing global conditions, particularlyetKingdom’s forthcoming accession to
the WTO, it is imperative to carry out a comprehemseview of the incentives system to
ensure its conformity with international standartisis also important to accord high
priority to the projects that foster economic imtgn and have forward and backward
linkages with existing industries, particularly ypethemicals, and to provide incentives to
industries characterized by comparative advantdggh, quality products and the use of
advanced technology. Incentives should also bectéidetowards attracting investment to
areas with industrial development potential.

4- Industrial Exports Development

Notwithstanding the Kingdom’s growing exports oftrpehemicals, refined oil products
and other industrial products, the value of mantufatg exports still account for a small
portion of the Kingdom'’s total exports, or about [8rcent by the end of the Sixth Plan,
due to several constraints.

New initiatives are now needed, such as: the astabént of companies specialized in
export promotion methods; considering the possybdf turning the Export Development

Center at the Council of Chambers of Commerce amtlstry into an independent

self-financed agency that provides its servicesexporting companies and supports
financing activities for industrial exports; usimgodern electronic trade; increasing the
penetration of export markets through intensivetigation in international fairs; and

promoting awareness amongst factory owners ofrtipacts of the Kingdom joining the

WTO in terms of relevant procedures, requirementsadvantages.

5- Industrial Pollution

The use of some technologies often increases arveater pollution due to gaseous
emissions and industrial waste, particularly whengironmental regulations are either
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absent or lack appropriate implementation mecha@mid measures. To avoid the risks of
industrial pollution in the long-term, environmentarotection measures must be
continued, such as the selection of non-pollutiaghtologies identified in industrial
feasibility studies, ensuring industrial projectavé the equipment needed to treat
industrial waste prior to licensing being grantethphasizing material recycling projects
and addressing the adverse environmental impaesisting industries.

6- Foreign Investments

The share of foreign investments in industrial getg declined during the last years of the
Sixth Plan. The percentage of licenses issuedfot yentures did not exceed 5 percent of
total licenses issued during this period, while timeested capital associated with these
licenses accounted for 5.4 percent of the totaltalamvested under all licenses issued.
The constraints facing joint venture industrial jpots should be addressed through new
investment regulations and appropriate measuresd¢ccome the obstacles impeding the
attraction of local and foreign investment. In te@ntext, the Ministry of Industry and
Electricity has developed a new foreign capitalestment draft law aimed at ensuring
adequate conditions for attracting foreign investiaethe facilitation of management
procedures necessary for implementing investmeojeqtis, as well as the provision of
preferential incentives for projects that realize bbjectives of industrial development.

9.2.3. Production Efficiency

The land utilization rate in the existing industrgties was high during the Sixth
Development Plan, particularly in Riyadh, Jeddat Bammam (95 percent of total area
allocated for factories). Moreover, capacity uéitibn of services and utilities in Jubail and
Yanbu industrial cities also increased substastiall

9.2.4 Role of the Private Sector

Industrial licenses issued by the Ministry of Intlysand Electricity show the growth in
industrial investment by the private sector, aserntban 2,400 licenses were issued for the
establishment of industrial projects during thetfifour years of the Sixth Plan, with an
investment value of SR 58.2 billion. Furthermotes private sector is actively involved at
the twin industrial cities of Jubail and Yanbu imetconstruction and management of
educational facilities such as kindergartens ahoas, health facilities and residential and
commercial buildings. The Ministry of Industry aidectricity is currently considering
private sector participation in the constructiopetion and maintenance of industrial
cities, along with the provision of infrastructure.

The next stage of development will see the emergehaew investment opportunities for
the private sector in industries that depend oneftim mineral resources, as well as in oil
refining and the gas industry. There will also Ippartunities in capital goods industries
that now constitute a high percentage of impodshsas the manufacturing of equipment
and machinery, and in small industries that sumplisting large industries with spare
parts, semi-processed materials and complemensaty. p
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9.2.5 Development Strategy

The development strategy of the industrial sectorsao achieve industrial growth and
expansion characterized by competitiveness in tbenedtic market and growing
penetration of global markets.

9.2.5.1 Objectives

The major objectives of the industrial sector dgrihe Seventh Development Plan period

are:

- To enhance the contribution of the industrialtsean GDP and in diversifying the
economic base.

- To achieve further integration and linkages betwactivities in the industrial sector
and other economic sectors.

- To achieve balanced industrial development amtmg Kingdom’s regions in
conformity with the geographical distribution oftaeal and human resources as well
as the availability of growth factors.

- To enhance the share of industrial exports ial Etports.

- To establish more industrial joint venture prégebetween the Kingdom, GCC
countries, Arab and Islamic states.

- To raise productivity and enhance competitiveness

- To provide more job opportunities for Saudis @amtourage domestic industries to
replace non-Saudi manpower with Saudis.

- To place emphasis on the environmental dimensiomdustrial development and
ensure the commitment of existing and new industie the environmental

protection criteria, and to ensure that importecht®logy avoids the hazards of
environmental pollution, and to rationalize the o§eritical natural resources.

9.2.5.2 Policies

The major objectives of the industrial sector dgrihe Seventh Development Plan will be
achieved through the following policies:

- Promote horizontal and vertical expansion ingeatemical industries, and in oil and
gas derivatives.

- Conduct more studies on investment opportunéres feasibility studies for projects,
and acquaint investors with the results of thesdiss.

- Enable the private sector to invest in the oifinfeg and gas industries, and
encourage the establishment of joint venturesigfiéld.

- Continue to provide more industrial informatiomdaupdate statistical data through
carrying out regular industrial surveys.

- Develop regulations and rules necessary for engmgasmall industries, and study
the means for financing and developing such incessteis well as solving particular
problems.
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- Expand the establishment of industrial citieddoations with favorable industrial
growth potential, and ensure private sector p@didn in their construction,
operation and maintenance.

- Study market conditions and competition, encoeratarketing activities, research
and advertising, and develop means of exportingesbiciproducts.

- Attract further foreign investment and modernhtealogy, and develop the foreign
capital investment law.

- Enhance and support research and developmentitiasti in the industrial
establishments of the private sector.

- Improve the utilization of production capacitiaed upgrade economic efficiency
standards in industrial establishments.

- Encourage national factories to prepare and devehining programs for national
manpower and support factories with high ratesaafd8zation.

- Protect the environment against industrial paut and verify that production tools
in use limits the use of critical resources.

9.2.5.3 Programs

The programs of the industrial sector during theeth Development Plan concentrate on
ensuring accelerated industrial development, istnga industrial investment
opportunities, encouraging private (national anekiffn) investments and expanding the
provision of technical consultation and servicdse programs of the sector also stress the
conduct of studies and industrial surveys to agguavestors with available investment
opportunities in the industrial sector, as welltlzes development of regulations related to
the attraction of foreign investment, streamlinipgocedures, expansion of existing
industrial cities and establishment of new onesl @uore training of national manpower
with the aim of improving productivity.

9.2.6. Growth Targets

The industrial sector is expected to grow at arrage annual rate of 5.14 percent during
the Seventh Plan period, the petrochemicals ingstat 8.29 percent, the oil refining

industry at 1.05 percent and other manufacturirdustries at 7.16 percent in constant
prices of 1414/15 (1994).

The following achievements are expected duringS&eenth Development Plan period:

- About 3,000 industrial licenses will be issued éstablishing new industrial projects
(national and joint venture) with an investmentneabf about SR 60 billion.

- About 150 industrial licenses will be issued jmint ventures with foreign investors,
with an investment value of about SR 6.5 billion.

- About 693 factories will enter the productiongsavith an investment value of about
SR 18 billion.
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9.3 ELECTRICITY SECTOR
9.3.1. Present Conditions

The electricity sector achieved positive growthesatluring the period 1414/15 - 1418/19
(1994-1998) of the Sixth Development Plan. Eletirievas provided to about 441,100

additional customers, with the number of custongeosving at an average annual rate of
3.7 percent. Electricity consumption increased ratagerage annual rate of 4.2 percent,
while the peak load grew at an average annuabifa2€7 percent as shown in Table 9.7.

The electricity sector faces some constraints whibbuld be addressed through the
restructuring and financial reforms approved by@wmeincil of Ministers’ resolution # 169
dated 11-8-14109.

Table 9.7
Major Indicators of the Electricity Sector
during the Sixth Development Plan

Average Annual

Actual Estimate  Growth Rate (%)
1414/1415 1418/19 1419/20 1414/15-1418/19
(1994) (1998) 1999 (1994-1998)
Average annual consumption 34581.7 35938.5 36819.5 0.97
per residential customer
(kwh)
Average peak load per
customer (kw) 6.2 5.9 6.4 (1.2)
Total annual consumption
(million kwh) 82198.1 97050.0 104535.7 4.2
Peak load (mw) 17387.0 19326.0 21926.7 2.7
Customers (,000) 2815.5 3256.6 3432.0 3.7
Total number of employees 27011 27910 28531 0.8
Share of Saudis (%) 60.3 67.6 69.1 2.9
Average number of customers
per employee 104 117 120 3.0
Average sold electricity per
employee (mwh) 3043 3477 3664 3.4

Source: Ministry of Industry and Electricity.
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9.3.2 Key Issues

1- Financial Position

Electricity companies are suffering from high levedf debts, with operating losses
resulting from electricity prices that are loweathproduction costs on the one hand, and
low rates of revenue collection on the other. Tduadition has limited the ability of the
electricity companies to finance their capital peogs, particularly in drawing on the
capital markets for their investment needs. Theeobion of this situation is one of the
objectives of re-structuring the electricity sector

2- Service Coverage

The objective of providing electricity to all custers is considered a major development
priority. There have been substantial achieveméntthis respect, as reflected in the
number of new customers provided with service durine Sixth Development Plan
period. However, available resources do not meetgtowing demand for electricity
service, a matter that should be addressed in tmdgrsure overall service coverage.

3- Productivity and Cost of Service

Although the Sixth Development Plan period saw fpasiprogress in labor productivity,
the cost of service did not keep pace with thisrompment in labor productivity. This is
attributed to delays in the implementation of same@vork inter-connections, and to some
operational constraints, which are thought to beragnthe main reasons behind slowing
cost improvements. This situation is expected forove following the development of the
electricity system, the introduction of competitionthe generation sector and enhancing
the monitoring and regulatory tasks. These issudlsreceive substantial attention in
restructuring the sector.

9.3.3 Productivity

Labor productivity continued to improve during tB&th Development Plan period. The
number of customers per employee grew at an averaige of 3 percent from 104
customers in 1414/15 (1994) to 117 customers in8M141 (1998), while the average
electricity sold per employee grew at an annua @it 3.4 percent from 3,043 Mwh to
3,477 Mwh during the same period. This developnhstbeen accompanied by a decline
in the cost of service.

The electricity sector is expected to witness talegimprovements in productivity as a
result of the current restructuring and financeibrms.

9.3.4 Role of the Private Sector

The objective of strengthening the private sectoole is considered as one of the main

objectives of the restructuring process decreethbyCouncil of Ministers’ resolution 169

(dated 11.8.1419) which encompasses the followiapnaspects:

- Establishment of a joint stock electricity compaat the national level named “The
Saudi Electricity Company”.
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Consolidation of all local operating electrickpmpanies as well as the electricity
projects operated by the General Electricity Caapon into the Saudi Electricity
Company, while abiding by the following provisions:

* Implementing an appropriate organizational stoetthrough which to ensure
that services are provided in line with approvegthiecal criteria and at minimum
cost.

* Enabling the private sector to compete in thalgghment and management of
electric power projects in the Kingdom.

* The Saudi Electricity Company may establish omosubsidiaries operating in
electricity generation, transmission or distribat&ectors. The company may also
establish other companies or joint ventures withdbar foreign companies or
corporations undertaking similar tasks, or thoséctwimay assist it in realizing
its objectives.

The establishment of an independent agency resigerfor the review of costs and
tariffs which shall undertake periodical reviewssefvice cost and electricity prices.

Implementing financial reforms.

9.3.5 Development Strategy

The development strategy in the electricity sectolt be implemented through the
following objectives, policies and programs:

9.3.5.1 Objectives

The major objectives of the electricity sector dgrthe Seventh Development Plan are:

The provision of electricity service of a suitalgjuality to all population settlements.
Full electricity service coverage throughout Kiegdom.
Utilization of electric energy in the diversifiban of the Kingdom’s economy.

Implementation of regional interconnections anttamcement of integration in this
field with neighboring countries.

9.3.5.2 Policies

The major objectives of the electricity sector dgrithe Seventh Plan will be achieved
through the following policies:

Development of electricity systems and managermmedémand for electric power.
Encouragement of electricity conservation antnalization of consumption.

Management of loads to ensure optimal utilizatioih electricity systems and
infrastructure.

Enforcement of measures aimed at inducing theotifgermal insulation.

Development and enforcement of standards ofieffay for heating, ventilation and
air-conditioning systems.

Development of manpower training programs with &m of upgrading productivity
and boosting the Saudiization process.
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- Promotion of cooperation at the Gulf, Arab angioeal levels in the electricity field
with the aim of realizing an interconnected powetwork.

9.3.5.3 Programs

The programs of the electricity sector aim at tleeelopment of electricity generation,
transmission and distribution capacities as welt@amunication and control systems and
administrative development to ensure availabilitythee capacities necessary to meet the
expected growth in electric loads. These progral®s aim at boosting and expanding
transmission and distribution networks as well esviging facilities and systems related
to dispatch, distribution, monitoring and contreh€tions, manpower development and the
development of support services.

9.3.6 Growth Targets

During the Seventh Plan, electricity service iseotpd to be provided to 793,000 new
customers. Average consumption per residentialooust is expected to grow at an
average annual rate of 1.2 percent from 36,820 ikmi¥19/20 (1999) to 39,116 kwh in
1424/25 (2004). Total electricity consumption igpegted to grow at an average annual
rate of 5.2 percent from 104,536 million kwh to I&% million kwh during the same
period. Furthermore, the non-coincident peak lgathe Kingdom is expected to grow at
an average annual rate of 5.1 percent from 21,9274m1419/20 (1999) to 28,146 mw in
1424/25 (2004). Table 9.8 shows the expectationthBdmajor electricity sector indicators
during the Seventh Plan period.

Table 9.8
Major Indicators of the Electricity Sector in the
Seventh Development Plan

1419/20 (1424125 Average Annual

(1999) (2004) Growth Rate (%)
Average total consumption per
residential customer (Kwh' 36819.! 39116.: 1.2
Average peak load per customer
(Kw) 6.4 6.7 0.c
Total power consumption (million
Kwh)* 104535, 134706. 5.2
Peak load (MW) 21926. 28146.. 5.1
Total number of customers
(thousand 3432.( 4225.( 4.2
Employment (thousand 28531 3185¢ 2.2
Ratio of Saudis (percent 69.1 79.2 2.8
Average number of customers per
employet 12C 13: 2.1
Average sold electricity per
employee (MWH) 3663.¢ 4228.¢ 2.€

*  Consumed electricity includes power imported from dual purpose desalination plants the
estimated firm export capacity of which is expected to reach 3734 mw in 1424/25 (2004).
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9.4CONSTRUCTION SECTOR
9.4.1 Present Conditions

The construction sector, with its public and prévactivities in the fields of housing,
infrastructure, public utilities and services, andustrial establishments, is a significant
sector of the national economy due to its uniquiealges with the other producing sectors.

During the Sixth Development Plan period, constanctctivity has been stable despite
the decline in the number of building permits isbte about 50 percent of their level in
the Fifth Development Plan. The construction séstoontribution to GDP grew at an
average annual rate of 2.16 percent over the Setrelopment Plan period and its share
of non-oil GDP reached 16 percent by the end ofpllhe. Moreover, the manufacture of
building materials continued to develop over thexigd with the number of building
materials, ceramics and glass factories exceedddgf&ctories, or 18 percent of the total
number of operating factories in the Kingdom, theading to surplus production and
exports of certain types of building materials.

The Real Estate Development Fund (REDF) grante8i0P7real estate loans amounting to
SR 8,644 million for financing the construction ldusing units for utilities during the
Sixth Development Plan.

The Deputy Ministry for Public Works (DMPW) supesed the construction of 336 public
building projects for a number of government agesend designed 371 preliminary, final
and complementary projects for some governmentcagenThe DMPW’s laboratories
also carried out about 10,000 building materialsd asoil tests during the Sixth
Development Plan and provided consulting servicesbout 557 government and private
buildings where cracks had appeared.

The General Administration of the Mina developmpntject at the Ministry of Public
Works and Housing implemented and supervised sevyagects during the Sixth
Development Plan, with the aim of facilitating therformance of Hajj rites such as the
pilgrims’ housing project, roads, tunnels and pataEs passageway projects, construction
of toilets, the expansion of the Jamarat area tafilization of rocks.

The construction sector faces several key issueshvghould be addressed to enable the
sector to continue to play its vital role in thengdom’s socio-economic development
process.

9.4.2 Key Issues

1. Manpower

The number of Saudi workers in the constructioricsas still low and is concentrated in

professional jobs. This is attributable to a numbfefactors, which impede the attraction
of Saudis to this sector. Measures should therdferéaken to address the issue of job
stability in the construction sector. It is alsopnative to expand training programs, for
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those seeking employment in this sector, at thienieal education and vocational training
institutes as well as the technical colleges, andricourage the private sector to employ
and train Saudi manpower.

2. Technical and Administrative Capacities

Despite the steadily improving performance of Saaaistruction companies, performance
is still unsatisfactory in small and medium scadenpanies. Criteria for granting licenses
need to be reviewed so that companies granted Igetses would have a professional
background and are capable of adequately implengmiojects. The application of the
contractors’ classification system in accordancth wheir capabilities and qualifications
has contributed to achieving substantial progresshis direction. However, the fifth
category in the classification which comprises thajority of small and medium-scale
contractors, still accounts for the highest sh@leese contractors need to be supported to
develop in their fields of specializations and ac@dance with their classification.

In order to support small and medium companiesaijpey in the sector, the following
steps may be taken:

* Providing consulting services to support smaitlanedium companies in technical,
managerial and legal areas, while encouraging alwsstion.

*  Obliging large companies to sub-contract workaeal specialized small companies.

3. Constraints of Finance

Saudi contractors face constraints in financingirth®isiness activities due to the
reluctance of banks to provide them with sufficiéméns. This leads to a continuous
shortage of capital needed to finance preliminamgstment activities following the award
of contracts, such as insurance, procuring suppl@&sng labor and other relevant
expenses. Measures are needed to address thisireduding the following:

- Reviewing the procedures for awarding contracts;
- Encouraging the banks to facilitate lending amdhsure against its risks;

- Reviewing the system of granting licenses to i@mors to ensure that the process is
based on highly professional and specialized caiter

4. Information Base

The multiplicity of agencies collecting data anck tlack of coordination among these
agencies have limited the linkages and integratieeded to establish a reliable database,
resulting in a lack of regular information. This) turn, has limited the process of
establishing small and medium scale businessesidingvservices to the construction
industry. To address this issue, it is suggested to

- Establish a detailed and comprehensive databagering all construction related
activities.
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- To consolidate the supervision of data basesantéogle agency responsible for the
regular updating and development of data in colation with other construction-
related agencies, and to confirm the Sixth DevelamniPlan’s policy of assigning
the regulation of these tasks to the Central OffmeConstruction at the Deputy
Ministry for Public Works.

9.4.3 Productivity

Statistics indicate that a growing number of carttyes and companies are operating in the
construction sector. However, there has been ngiltnimprovement in technical and
administrative performance due to the large nunsbemall and medium scale companies
with limited capacities and a shortage of compamesiding specialized construction
services.

New criteria for the contractor classification pges will add qualitative support to
enhance the economic efficiency of this sectorcWhvill also be assisted by updating the
general specifications of buildings undertaken iy DMPW in collaboration with SASO
(which contributed to the preparation of the SaBuiiding Code), and the study of various
construction techniques and real estate marketitomsl in various major urban areas in
coordination with King Saud University. These measuare expected to positively reflect
upon the productive efficiency of the constructsactor.

9.4.4 Role of the Private Sector

The private sector implements construction projedsch are financed by the private
sector or by the government, and produces buildiaterials and undertakes operation and
maintenance works. Despite the decline in govermmenstruction-related investment,
private investment in the construction of residgntcommercial, industrial and social
facilities has grown steadily.

The Seventh Development Plan aims to enhance tleeofothe private sector in the
development of the construction sector throughirtifgementation of several construction
and operation projects and through participatiofinancing and leasing facilities to some
government agencies with ownership transferrinthéostate after a specific period. It is
also planned during the Seventh Development Platogdo boost the role of the
specialized credit institutions and commercial samkproviding adequate credit facilities.

9.4.5 Development Strategy

The development strategy of the construction sewiitirbe implemented through the
following objectives, policies and programs:

9.4.5.1 Objectives

The major objectives of the construction sectoiirduthe Seventh Development Plan are
as follows:
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- To develop national manpower and to raise Saailia rates.

- To expand the building materials industry in ortie meet the needs of the local
market and export surpluses to neighboring markets.

- To develop small and medium-scale constructiagabishments and to facilitate the
provision of appropriate financing.

- To establish a database for the constructioroséctbe upgraded regularly, and to
assign responsibility for this database to a siagkency.

- To enhance efficiency and quality in all actegiof the sector.
9.4.5.2 Policies

The major objectives of the construction sectot &l implemented through the following
policies in the Seventh Development Plan:

- Enhancing labor efficiency in accordance with tisector's development
requirements.

- Encouraging private sector expansion in the Imgidnaterials industry, enhancing
current production capacity and producing new nieter

- Supporting small and medium scale firms at théyestages of their establishment.
- Upgrading the standards of data collection, stsidind applied research.

- Developing practices and systems for the impldaten, management and
supervision of projects, as well as upgrading latwy testing.

9.4.5.3 Programs

The programs of this sector during the Seventh Dpweent Plan emphasize the
development of manpower, preparation of more ssjdiechnical cooperation, the
construction of facilities and laboratories, in erdo provide technical support to the
Ministry of Public Works and Housing (MOPWH) in theplementation of its tasks.
These programs also stress the completion of denwat projects at Mina and the Holy
places.

9.4.6 Growth Targets

The construction sector is expected to grow at \s@rage annual rate of 6.17 percent
during the Seventh Development Plan period, whieshare of total employment is

expected to increase. A sufficient number of conumaébuildings and shopping centers is
expected to be available. In addition, the follogvitargets are expected to be achieved
during the Plan period:

- Increasing the rate of Saudiization in this sedty enhancing the absorptive
capacity and quality of technical institutes andleges, as well as expanding the
private sector’s participation in this respect.

- Increasing the domestic market share of natibnétling materials products to 100
percent for basic materials and to 50 percent tioeromaterials.
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Expanding the activities of executive agenciex frovide support for small and
medium-scale establishments.

Establishing a database for this sector by thpuBeMinistry of Public Works in
coordination with other related agencies.

Upgrading the quality of building materials, imping the implementation,
management and supervision methods of projects,wald as conducting
appropriate laboratory tests.
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10. SERVICES SECTOR

This chapter highlights the achievements of théiSBlan in the trade, tourism, standards
and specifications, and statistical services secttir discusses the key issues to be
addressed during the Seventh Plan, economic ef@igiand strengthening the role of the
private sector. The chapter also presents the tgec policies and programs of these
sectors during the Seventh Plan period.

10.1 TRADE SECTOR
10.1.1 Present Conditions

The trade sector plays a vital role in developihg sources of national income and
meeting the needs of citizens for goods and sesyvies well as in providing job
opportunities.

The trade sector includes a vast number of indaliduvned firms that are recorded in the
commercial register and that undertake tradingviiets freely within the institutional
framework and the regulatory rules of the sectdre Ministry of Commerce is the main
agency entrusted with the responsibility for thestser including directing and organizing
the domestic and foreign non-oil trade activitiisalso supervises the process of the
Kingdom’s entry into the WTO, the work of the Natad Committee for Trade Finance
and the Permanent Committee for Trade and EcondBuoperation with Islamic
Countries, as well as chairing the Saudi side intj@conomic, trade and technical
committees with other countries.

On the other hand, the chambers of commerce angstirydrepresent the interests of
companies and establishments operating in thisisect

The major achievements during the Sixth Plan were:

- Value added by this sector increased from SR&8HBilfion in 1414/15 (1994) to SR
35.89 billion in 1419/20 (1999), growing at an age annual rate of 1.7 percent
during the Sixth Plan period measured at constane$ of 1414/15 (1994). The
sector also succeeded in securing the basic nefeddizens for foodstuffs and
supplies without bottlenecks or inflationary pressu

- About 357,000 certificates of origin for expodsSaudi products were issued up to
the end of 1418/19 (1998).

- Quality control laboratories have been developaddernized and supplied with
equipment and radiation detection units. Locallgduced and imported goods were
tested and analyzed and their validity and qualitgcked to ensure consistency with
Saudi standards and specifications. Prices weretaned to ensure their fairness.
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A number of regulations were issued, includinge thommercial registration
regulation and its by-laws, the bankruptcy protactettiement regulation, the trade
names regulation, and the regulation to enforce nceroial registration. The
following draft regulations were submitted for apyal: installment sales regulation,
trade data regulation, trade mortgage regulatiod, tae public warehouses deposit
regulation. The following were also published: thrade agencies manual, a
comprehensive trade manual, a statistical direadbthre Ministry’s activities, while
the preparation of the professional services dffickrectory has been started,
including the classification of consulting bureaus.

The number of registrations and licenses issaedhhjor trade services are shown in
Table 10.1.

Table 10.1
Development of Some Major Trade Services
during the Sixth Plan Period

Totalin  Total in Expected
Description 1414/15 1418/19 Increase in 1419/20
(1994) (1998) % (1999)
Existing registrations of companies
and establishments 400343 476148 18.9 496518
Trade Agencies 4888 6326 29.4 6447
Trade Marks 32296 44462 37.7 44562
Hotels and Rest Houses 287 374 30.3 381
Professional Services Offices 2719 3481 28.0 354
Automatic/Semi-Automatic 553 730 32.0 737
Bakeries
Gold and Jewelry Shops and
Workshops 3682 4694 27.5 4741

Coordination with the Chambers of Commerce artustry in the organization of
many training courses and studies about foreigrketsrand marketing investment
opportunities.

Issuance of the Council of Ministers Resolutioh0® dated 26/7/1416, regarding the
Kingdom’s accession to the WTO and formation ofrdgar-ministerial committee to
supervise the negotiations process. The Commitbemeld a team to undertake
bilateral and multilateral negotiations with the mieers of the WTO and the trade
partners of the Kingdom. The negotiations will balldwed by the stage of
formulating the protocol of accession document #rel Kingdom'’s obligations in
this regard.
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- The Ministry of Commerce also participated in thetivities of regional and
international trade organizations, followed up threcommendations and decisions,
and provided information and services to businessamel related agencies inside the
Kingdom and abroad with the aim of enhancing traaé economic cooperation with
different countries.

10.1.2. Key Issues

1. Organizational Efficiency

Some individually-owned enterprises, particulaig smaller ones, suffer from a lack of
organizational efficiency that adversely affecteithability to develop appropriate work

methods and perform effectively. More training peogs by government agencies are
needed in cooperation with the Chambers of Commandelndustry and the large private
companies, as well as greater efforts to develagp guograms according to labor market
and trade sector requirements in order to upgrddanastrative capabilities and improve

economic efficiency.

2. Dumping

The trade sector suffers from the dumping of imierquality imported goods and
subsidized foreign products on the domestic markieése goods enter the Kingdom in
many ways and weaken the competitiveness of ndtmoducts. An effective mechanism
is needed to curb dumping and counter its advenpagts, while continuing to improve
the standards and specifications programs to limportation of low quality goods,

without violating WTO provisions, and intensify awwaess programs.

3. Business Ownership Concealment

The Sixth Development Plan period saw the growihgnmmenon of concealing the true
ownership of businesses, to conceal the identitiorigners through illegal practices to
enable them undertake some commercial activitieswhkhstanding the efforts exerted by
the Ministry of Commerce in collaboration with thenistry of Interior, this phenomenon

still exists, more committees are needed to corttliatpractice in accordance with the
regulations related to the monitoring of stores simaps.

4. Issuance of Uncovered Cheques

Some individuals issue uncovered cheques despatdaitt that the commercial papers
regulation incriminates such behavior, which jedpags the rights of beneficiaries and
also adversely affects confidence in dealing wiibques. The Ministry of Commerce, in
collaboration with concerned agencies, has taketaineadditional measures including
impounding of deposits of violators at banks aneirttlshares in stock companies and
cancellation of their commercial registration. TWimistry of Interior also issued a circular
identifying cases of uncovered cheques as crimes.

Despite efforts made, this fraudulent practice isessTherefore, enhanced coordination is
needed between the Ministry of Commerce, othertedlagencies and the Council of



238

Chambers of Commerce and Industry to promote awasm@bout the penalties and
damages resulting from the issuance of uncoverequds and to enhance the role of the
information media in this regard.

10.1.3 Productivity

The efforts exerted by the Ministry of Commerceidgrthe Sixth Development Plan
period enhanced the role of the trade sector ilévelopment of national income sources.
The Seventh Development Plan aims at increasing/dhee added of this sector to SR
44.1 billion in 1424/25 (2004) and an average ahgr@wth rate of 4.2 percent at constant
prices of 1414/15 (1994), encouraging the estalestt of more joint stock companies for
investment of national savings, transferring lapgeate companies into public joint stock
companies in order to widen the scope of capitaherghip and provide more job
opportunities and upgrade production efficiencywadl as encouraging the integration of
small establishments into large capital intensiveitsy thereby upgrading their
administrative and technical capabilities and hejpihem diversify investments, keeping
abreast of advanced technologies such as makingfueectronic trade advantages which
depend on the exchange of computerized informatiahfacilities.

10.1.4 Role of the Private Sector

The achievements made during the Sixth Plan paefidct the increasing role of the
private sector in various trade activities. The igliry of Commerce aims, during the
Seventh Development Plan, to enhance the role ef ghvate sector in economic
development, upgrading the economic efficiencyrofgte firms and expanding the scope
of their investments directed towards local andglanarkets, increasing the contribution
of the Chambers of Commerce and Industry to theldpment of the private sector, and
informing businessmen about the expected impacth@fKingdom’s accession to the
WTO and how to deal with such impacts in an efficignd flexible manner.

Addressing the aforementioned issues and achietieg objectives of the Seventh
Development Plan will require an integrated stratieg the development of this sector.

10.1.5 Development Strategy

The development strategy of the trade sector velirhplemented through the following
objectives, policies and programs:

10.1.5.1 Objectives

The main objectives of the trade sector in the BéwvBevelopment Plan are as follows:

- To develop and direct non-oil trade (domestic fordign) according to the needs of
the national economy and to enhance economic aamk trelations with other
countries.

- To increase the efficiency of the private secémd expand the scope of its
commercial activities in national and internatiomadrkets.
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To develop and qualify the Saudi labor forceradée activities and to substitute them
for non-Saudis.

To improve the efficiency of trade sector perfamoe in meeting the needs of
domestic markets for goods and services accordingdudi and international
specifications, and to ensure their availability fonsumers at sufficient quantities
and reasonable prices.

To support the measures that help to developailogxports and increase their share
in total exports.

To develop and organize the business servicemrseand to promote financial
services activities in cooperation with relevargérges.

10.1.5.2 Policies

The above objectives will be implemented througbpdidn of the following policies:

Reviewing and developing the prevailing rules aedulations to improve trade
practices.

Encouraging the establishment of more joint-stockpanies and transferring large
private companies into joint stock companies, sdocawiden the scope of capital
ownership and provide more job opportunities.

Encouraging mergers of small establishments amipanies with similar activities
to achieve economic efficiency and strengthen cditngeness.

Enhancing confidence in dealing with commerciapgrs, controlling violation of
regulations and cases of dumping and concealmelmisihess ownership and other
trade practices which constrain the growth of trade

Enhancing the relationship between the MinistrCommerce and the Chambers of
Commerce and Industry to increase their role ivgte sector development, and
encourage research and development activitiesecklad the chambers’ works,

ensuring the spread of their services in orderetepkabreast with national, regional
and international developments.

Increasing the rate of Saudi employment in tractevities.

Encouraging the private sector’s participatiortha preparation and implementation
of training programs in close coordination with tl®uncil of Chambers, the

Chambers of Commerce and Industry, universiti@itig centers, and other related
agencies, in order to advance the skills of workarshe private sector, and to
support private training centers and institutes.

Rationalizing the policies and procedures forrugmg foreign labor and gradually
replacing them with Saudi workers and creatinggpportunities for Saudi nationals
in the private sector.

Continuing to assess the Kingdom’s requiremeaitsbasic foodstuffs and supplies,
and preparing plans for supplying such commodifiesn the best sources at
minimum prices, as well as securing a strategickgtite.

Regulating and monitoring the domestic market eerifying the quality and validity
of goods and services, while combating fraud.
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- Coordinating with the GCC Secretariat General apthted agencies for the
establishment of a common Gulf market, and stanmziagl trade regulations and
rules in accordance with the uniform economic aged.

- Developing trade with Arab countries and suppaortitrade relations with all
countries based on mutual interests and with the @fi opening new outlets for
Saudi products, as well as supporting the effarth@® Exports Development Center
at the Council of Chambers of Commerce and Indudoy the promotion of
exportable Saudi products.

- Developing the securities market to increaseastribution to the development of
trade activities.

10.1.5.3 Programs

The programs of the trade sector in the Seventheldpment Plan concentrate on the
development of the Ministry of Commerce’s serviaas improvements in trade practices,
regulating and classifying trade services and detgctrade regulation violations,
supplying the main products and items from the beatces at minimum costs, as well as
monitoring of quality assurance, regulating trad¢hie shares of joint stock companies and
the conditions of insurance companies, issuingnes for business services, training
manpower and supporting studies and research relévahe development of the trade
sector and identification of its needs.

10.1.6 Growth Targets

The trade sector is expected to grow at an avemageal rate of 4.2 percent during the
Seventh Plan, and its share of GDP is expecteetchrabout 7.9 percent by the end of the
Plan. Some of the main services provided by theigitin of Commerce are expected to
grow at the following annual rates: registratiorcompanies and establishments 3 percent,
registration of trade agencies 2 percent, registradf trade marks 5 percent, licenses of
professional services offices 2 percent, licengdwtels and rest houses 2 percent, testing
and analyzing samples of locally produced and ingabrgoods at quality control
laboratories 1 percent and issuance of certificat@sigin 2 percent.

10.2 TOURISM SECTOR
10.2.1 Present Conditions

The tourism sector contributes to the developmdmational income sources and the
provision of job opportunities for Saudi citizenghe development of domestic tourism
acquires particular importance in the Kingdom asoanpetitive alternative to foreign
tourism on which a great deal of Saudi income iensmbroad annually with adverse
impacts on the balance of payments and the volungomestic demand for goods and
services.

The various regions of the Kingdom are diverse atural and cultural resources, and
enjoy advanced infrastructure and great tourisneng@l. Most prominent among these
are: the Red Sea Coast, the Gulf Coast, Assir ath Begions in the Sarawat mountains,
mineral water springs of Al-Hassa, Jawf, North Haitl near Madinah.
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There was a marked qualitative development in $oursupport services during the Sixth
Development Plan period. Many conferences on doméstrism were organized in

several regions of the Kingdom, including thoselhelRiyadh 1415, in Abha 1417 and in
Dammam 1419, in addition to many symposia held eskk&h and Tabuk. Furthermore,
many tourism programs have been organized.

Prince Sultan Private College for Tourism and H&teidies has been recently established
in Abha, and training programs related to tourissmehbeen introduced in many colleges,
institutes and institutions of technical education.

It is expected, by the end of the Sixth Developm@lain, to finalize the study on the
establishment of a tourism agency called the “Supr€ommission for Tourism” which is
to be responsible for the planning, promotion aedetbpment of tourism in the Kingdom,
the demonstration of Arab and Islamic heritage, amdrcoming the constraints which
impede the development of tourism as an importamtce of national income.

Notwithstanding these positive developments, touridevelopment still faces some
constraints and key issues, which should be adeblesghin an integrated strategy in the
Seventh Development Plan, with particular emphasisproviding feasible investment
opportunities for both Saudi and foreign privategistors.

10.2.2 Key Issues

1. Performance of the Tourism Sector

Improved performance of the tourism sector is nesmgs for the development of the
domestic tourism during the coming stage of theettgyment process. Intensive efforts
will be needed in two major directions: first, impements in organizational efficiency
through employing specialized workers, and intems$mining programs targeted at raising
productivity; second, the provision of tourism fai@s through encouraging private sector
investment and the establishment of joint venttiwesxploit the opportunities available in
this sector.

2. Domestic Tourism

Domestic tourism must become more competitive i$ ito appeal to Saudi nationals and
discourage them from foreign tourism. Effective m@as and policies will also be needed
to achieve a qualitative shift in tourism servicesd facilities and to attract domestic
tourists and those from neighboring countries, &ktreamlining the procedures relating
to the movements of foreigners in the various negjiof the Kingdom, and diversifying the

tourism programs in general and information programparticular.

3. Information Base

The success of tourism development efforts dependke availability of a comprehensive
and detailed information base about the numbeoofidts, their nationalities and their
cultural, social and economic characteristics, & as the potential for tourism in
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various areas of the Kingdom. Thus, the Seventhe@gwment Plan gives particular
attention to the establishment of a tourism datbas

10.2.3 Role of the Private Sector

The government has enhanced the role of the praedtor through the provision of easy
loans for hotel projects and the necessary infuaire in tourism areas including roads,
telephone systems, electricity, fresh water, gasdard parks, land and the organization of
land use, as well as through the organization #turl, artistic and sports festivals to

promote domestic tourism, such as Aljandriyah Heet and Cultural Festival and the
athletic festivals organized by the General Presigdor Youth Welfare.

The private sector established many companieseifield of hotels and tourism areas, and
constructed sports clubs and tourist villages amleational centers on the Red Sea and
Gulf coast, and established a large number of $hed residential units in these areas.

Tourism activity is expected to increase while fhivate sector is expected to establish
more hotels, rest houses and tourist villages aoteational centers within an integrated
strategy for tourism development during the Sev&wethelopment Plan.

10.2.4 Development Strategy

The development strategy of the tourism sectohe3eventh Development Plan will be
implemented through the following objectives, p@gand programs.

10.2.4.1 Objectives

The main objectives of the development of touriguter in the Seventh Development
Plan are as follows:

- To develop the institutional structure of the rison sector so as to improve its
performance efficiency and competitiveness.

- To provide facilities and services related to thevelopment of tourism and to
improve their quality in order to achieve optimailigation of tourism resources in
all regions of the Kingdom all the year round.

- To establish new tourism areas.

- To create appropriate jobs for qualified Saudinpwaver and provide appropriate
training.

- To enhance the role of the private sector in degelopment of tourism and to
encourage joint ventures to exploit available itweEnt opportunities.

10.2.4.2 Policies

The main objectives of the tourism sector in theseBéh Development Plan will be
achieved through adoption of the following policies
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- Preparation of comprehensive analytical studiesthee socioeconomic aspects of
tourism, as well as the preparation of periodidigtiaal reports to be used for
evaluation of the sector’s performance.

- Enhancing awareness about the significance ofegtimtourism, its positive impacts
and role in the national development process.

- Cooperation among domestic tourism developmenéneigs responsible for
provision of high quality tourism services.

- Encouragement of the private sector to expandepi® for the development of
domestic tourism.

- Developing tourism and hotel management studred taaining programs at the
universities and the Institute of Public Adminisima to train Saudi manpower in the
field of tourism services.

10.2.4.3 Programs

The programs of this sector in the Seventh Devetagn®lan include the promotion of

domestic tourism, tourism exhibitions, tours, amdageness through information media

under a mechanism for regulating and supervisihgpatism activities, the establishment

of tourist guidance centers for tourists, facildat and expansion of transport services
(particularly air transport), promoting tourism aseand encouraging citizens to utilize
them, in addition to training of manpower and pregastudies and research related to the
development of the tourism sector and meetingatds.

10.3 S ANDARDS AND SPECIFICATIONS
10.3.1 Present Conditions

The Saudi Arabian Standards Organization (SAS@gbéshed in 1392 AH (1972 AD), is
responsible for developing and updating Saudi stahdpecifications, improving testing
methods of calibration and metrology devices, cgdithe approved standard
specifications, raising awareness of standardspadifications in the Kingdom, enforcing
the rules on granting quality marks and issuingf@anity certificates, authorizing private
laboratories to provide testing and calibrationv&es, providing technical consultation to
various agencies, and patrticipating in Arab anérmtional Organizations of Standards
and Specifications.

The major achievements of SASO during the Sixth dbgyment Plan period are
summarized in the following:

- Approval of 600 Saudi Standard Specificationdine with the requirements of the
development sectors, thereby increasing the cumeldbtal to 1,560 approved
standard specifications.

- Licensing 51 factories to use quality marks omdbaand Gulf products, thereby

increasing the cumulative total to 126 factoriesiolwhhave been thoroughly
monitored to ensure the quality of their products.
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- Issuing 167,862 conformity certificates on theimioy of origin for some imports of
the Kingdom, in cooperation with the Ministry of @merce.

- Issuing 1,366 export certificates for Saudi fomebducts, thereby increasing the
cumulative total to 1,874 export certificates.

- Studying 4,030 industrial licenses to ensure lakdity of approved standard
specifications for the licensed products, therebyding the cumulative total to
11,746 industrial licenses.

- Authorizing 6 private laboratories to providetbeg and calibration services in the
fields specified by SASO and under its direct sug@n, thereby bringing the total
cumulative number to 13 laboratories.

- Adopting the set of international standard speaifons ISO 9000 and ISO 14000 to
the Saudi and Gulf specifications, and granting IS0 certificates to 13 Saudi
firms.

- Providing 2,020 technical consultations to vasicagencies, thereby bringing the
cumulative total to 2,887 technical consultatioakted to problems of production
and application of approved standard specificatiams locally produced and
imported goods.

- Analyzing 44,230 samples of various commoditiewl desting 23,500 calibers
covering various types of metrology and calibratiomits, thereby bringing the
cumulative total to 87,390 samples and 40,190 egdib

- Undertaking the tasks of the Secretariat Genefalthe GCC Standards and
Specifications Organization, participating effeetiv in the activities of the
Standards and Specifications Center of the Aralbidtréal Development and Mining
Organization, participating in the Internationalai®lards Organizations and
Committees, participating in the preparation of BArand Gulf draft standard
specifications, as well as giving advice on thetdspecifications prepared by other
Arab countries.

10.3.2 Key Issues

1. Technical Capabilities and Specialized Expertise

The preparation of standard specifications requdneslified technical manpower with
specialized expertise in various fields. SASO haba@tage of such expertise, particularly
with its increased role after the Kingdom'’s forthung accession to the WTO and opening
the domestic market for foreign goods and servielesice, it is very important to support
the technical capabilities of SASO and to provitevith specialized expertise through
intensive training of Saudi manpower, more coopenatvith academic and research
institutions and related agencies in the Kingdorakimg further use of the experience of
international standards organizations, continuiitf) wevelopment of work methods of the
technical committees responsible for preparatiodraft standard specifications, so as to
streamline the preparation steps and simplify theption of draft standard specifications
and improve the level of compliance following firegdproval.
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2. Monitoring the Agencies which Grant Quality Maragement and
Environmental Systems Certificates

The set of the International Standard SpecificatidBO 9000 pertaining to quality
management systems, acquired the particular aiterdf trade blocs that give export
priority to the products of companies which obtdin80 9000 certificates. 1ISO 14000,
pertaining to environmental systems, also acquiggnificance at national and
international levels due to increased global abarpaid to environmental protection.

SASO started to take necessary actions for granguglity management and
environmental systems certificates to Saudi firmd adopting them as Saudi and Gulf
Standard Specifications, so as to meet the needsaofy Saudi firms to obtain these
certificates which enhance the competitivenessatibnal products in domestic and global
markets. However, SASO'’s financial and technicglatslities prevented it from achieving
this objective with respect to many Saudi firmsu3hSASO may authorize specialized
private agencies to grant ISO 9000 and ISO 14000ficates to national firms, while
closely monitoring such agencies and ensuring thbdity of certificates granted.
Approaching this issue in this way conforms to directions of the Seventh Development
Plan with respect to reviewing all regulations.eamlining procedures and promoting
non-oil exports.

3. Requlating the Conditions of Inspection and Testg Laboratories

The increased interest of producers and consuméergetquality of goods and services has
raised the need of national industries for testimgir materials and products to ensure
conformity with Saudi standards and specificatiany] the need of importers for testing
their imports to ensure conformity with consumemded and national and international

standard specifications. This prompted the estailent of many laboratories for testing

and inspecting goods which need to be regulatednaowitored to ensure they perform

their activities properly.

10.3.3 Productivity

SASO approved 600 Saudi Standard Specifications paced to 382 standard
specifications in the Fifth Development Plan. Enygl® productivity amounted to 205
conformity certificates in 1418/19 (1998) compated5 certificates in 1414/15 (1994).

The preparation of draft standard specificatiors lxen facilitated by the participation of
government and non-governmental parties in comesttget up for this purpose. The
simplification of steps needed for the clearancenplorted goods and their easy entry into
the Kingdom was facilitated by implementing the gmam of issuing conformity
certificates by authorized laboratories in the ¢ouaf origin.

In the Seventh Development Plan, SASO aims to ingrbe productivity level of its
various activities and services by simplifying astibrtening procedures and enhancing
performance of its employees through training paiogg and scholarships.
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10.3.4 Role of the Private Sector

SASO developed a broad base of Saudi standardfispgons and provided technical

consultation in various private sector activitids. also encouraged private sector
participation in the committees set up to prepasdt Gaudi standard specifications. This
has prompted a commitment to enforce Saudi stansjaedifications and has improved
quality and competitiveness levels of national pidd in domestic and foreign markets. It
also helped to curb the inflow into the domestiakat of goods that do not conform to
Saudi specifications.

During the Seventh Development Plan, SASO will corg to enhance the role of the
private sector by allowing it to grant quality mgeanent systems certificates (ISO 9000)
and environment systems certificates (ISO 14000jatmnal firms, and encouraging it to

establish research and development laboratorieswels as testing and calibration

laboratories according to specific rules and umeernment supervision.

An integrated development strategy will addressafioeementioned issues and achieve the
development goals of this sector in accordance Wl directions of the Seventh
Development Plan.

10.3.5 Development Strategy

The development strategy of the standards and fgimns sector will be implemented
through the following objectives, policies and piags:

10.3.5.1 Objectives
The main objectives of the standards and spediicaisector in the Seventh Development

Plan are as follows:

- To increase the preparation and approval of Sdtaft standard specifications and
enhance the level of adherence to approved stamdardispecifications.

- To upgrade performance and maintain high starsdairdesearch activities in order to
support the development of Saudi specificationsquadity control systems.

- To contribute to the integration with GCC couedriand participate in the activities
of Arab and international standards organizations.

10.3.5.2 Policies
The main objectives of the standards and spedticaisector in the Seventh Development

Plan will be realized through adoption of the fallog policies and measures:

- Preparation and approval of Saudi draft standpatifications that conform with the
environmental conditions of the Kingdom and prontbeepublic interest.

- Keeping abreast with technological developmemtfié domain of specifications.
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- Application of quality marks regulations and ocomhity certificates, the regulation
pertaining to the approval of private laboratorywemes, and regular inspections of
factories producing export-oriented goods.

- Provision of technical consultation to variouseages in general and national
factories in particular.

- Development of SASO'’s capabilities to control tlegree of adherence to approved
standard specifications.

- Preparation of studies and research and participan the applied research carried
out by other agencies in the field of standardsspetifications.

- Participation in the preparation of Gulf and Adiaft specifications.

- Effective participation in the activities of Arand international organizations and
Committees of which SASO enjoys membership.

10.3.5.3 Programs

The Seventh Development Plan programs of this sectocentrate on specifications and
quality control, development of laboratories witte taim of protecting domestic markets
and upgrading the quality levels of national pradudevelopment of SASO’s laboratories
and improvement of their efficiency, completiontioé laboratories under construction and
provision of adequate equipment, implementatiom@iv laboratories, training of Saudi

manpower, and monitoring research and studiesecktatstandard specifications.

10.3.6  Growth Targets

Some of the major services provided by SASO areeeted to grow at the following
average annual rates: approval and amendment wdiesth specifications, provision of
technical consultation and issuance of conforméytificates 5 percent, granting quality
marks to Saudi factories and carrying out calibragiand analysis of samples at SASO’s
laboratories 3 percent, and issuing export ceatiéis for food products 8 percent.

10.4 STATISTICAL SERVICES
10.4.1 Present Conditions

Rapid international economic developments in recktades have elevated the role of
information and the effective management in the@ss of socio-economic development.
In response to this, governments, private secsiitutions and other organizations all over
the world exert substantial efforts to develop rtheapabilities to exploit available
opportunities and face the challenges resultinghftbese developments. In this context,
the availability of and access to statistical infation at low cost are necessary for the
management of knowledge and economic development.
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The statistical services sector in the Kingdomasposed of a number of government
agencies and private sector establishments whidtertake the task of collecting,
compiling and disseminating statistical informatiantheir own fields on the basis of the
internationally adopted standards. The Central Bepnt of Statistics (CDS) is the main
agency responsible for collecting, processing amdlighing statistical information in the
socio-economic fields. The CDS was established d®yaRDecree No. 23 dated 7/12/1379
as the official statistical authority in the Kingdo Under the Council of Ministers’
Resolution No. 55 dated 18/3/1416, the CDS becant®rdinate to the Ministry of
Planning instead of the Ministry of Finance and idlal Economy, due to its direct
provision of information needed for the planninggess.

The Sixth Development Plan witnessed some improwemnethe quality and availability
of statistical information. The CDS prepared andlighed the results of the General
Population and Housing Census for 1413 (1992) anplemented the Private Sector
Establishments Survey in 1415/16 (1995). It corgthto collect statistics on the national
accounts, foreign trade, the consumer price indgoyernment services, and other
economic and social information, and to publishhsstatistics in the statistical yearbook.
The CDS also implemented a number of basic suniegtyding the employment and
wages survey conducted in 1417/18 (1997), a supfeusiness opportunities in the
private sector (detailed coverage of specific gsgtand the household expenditure survey.
Furthermore, progress was made in supporting tharastrative systems related to data
collection and the preparation of statistical régor

10.4.2 Key Issues

1. Statistical Information

Despite intensive efforts to develop statisticafoimation, the quality of available
statistics is still below the level needed for depenent planning activities. Hence, the
Seventh Development Plan aims to address this igsweigh specific objectives and
policies for improving the quality and scope oftistics and ensuring their regular
dissemination.

2. Coordination Among Government Agencies

The Central Department of Statistics (CDS) is adflg responsible for the collection and
coordination of statistics prepared by the mingstrand government agencies. However,
better coordination is needed to complete the pyrdata provided by the ministries and
government agencies for processing by the CDS.yBétaproviding such data also lead to
delays in disseminating the final statistics.

3. Relations with Users of Statistics

The growing and rapidly changing needs for stadtinformation call for a mechanism to
identify user needs in both public and private @ectThus, it is imperative to enhance
responsiveness to user priorities regarding inféiona
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4, Organizational and Administrative Capabilities

There is a need to develop professional and adtratiiee staff of the CDS and related
agencies for their important tasks of preparingisteal information and ensuring its

quality and consistency with the requirements ofettspment. The CDS faces some
difficulties in attracting and retaining highly diied staff and providing appropriate

incentives for them. Hence, it is imperative toiegwthe existing organizational structure
of the CDS to enhance its responsiveness in meptegent and future needs for statistical
information as well as improving performance e#fraty.

10.4.3 Role of the Private Sector

There is a shortage of data and statistics abaidgusprivate sector activities (in terms of
quality, quantity and regular dissemination), whigads to inaccurate projections of
private sector programs and projects. Although fiedd surveys financed by the
government play an important role in overcomingstheonstraints, the Chambers of
Commerce and Industry and major companies are tegec enhance the efforts of the
CDS during the Seventh Development Plan and torekpad improve the quality of data
related to the investment climate in the Kingdorhud, more of the requirements of the
private sector will be identified to ensure furtherordination between the government
statistical services and the needs of this se€pportunities will also be available for the
private sector to participate in statistical reshaand studies in various fields, such as
performing statistical analyses, economic researuth studies related to industrial and
commercial institutions, as well as other researuth studies based on official statistics.

Addressing the aforementioned issues will requieefdreparation of an integrated strategy
for developing statistical services during the Sg¢lhrdevelopment Plan period.

10.4.4 Development Strategy

The statistical services development strategy kellimplemented through the following
objectives, policies and programs:

10.4.4.1 Obijectives

The main objectives of statistical services in$swenth Development Plan are as follows:

- To achieve consistency between economic, sooldemographic information and
statistics.

- To give priority to the provision of reliable bastatistical information in line with
the requirements of economic management and pe®of development.

- To ensure quality and timely dissemination obinfiation.
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10.4.4.2 Policies

The objectives of statistical services in the Sévddevelopment Plan will be achieved
through adoption of the following policies:

- Enhancing the mechanisms for information exchaage facilitating the flow of
statistics among users.

- Improving the technical, analytical and admirasitre capabilities of staff of the CDS
and other government agencies related to statigticamation.

- Improving coordination between the CDS and othenistries and government
agencies with respect to the preparation, anafysisdissemination of statistical data
to avoid duplication of efforts and to ensure cstesicy, reliability and timely
provision of statistical information.

- Amending the general statistical law and drawory international experience to
improve CDS efficiency in their statistical workimgethods, ensuring the availability
and dissemination of statistics on a regular basid, obliging government agencies
and private firms to provide CDS with required imf@tion in a timely manner.

- Enhancing public awareness of the important rolestatistical information in
supporting the socio-economic development procets tive aim of facilitating the
efforts of the CDS and other agencies in perfornfiielg surveys.

10.4.4.3 Programs

The programs of this sector concentrate on impptre quality of economic, social and
demographic statistics, development of CDS manpoiverarious fields during the
Seventh Plan, particularly with respect to: popalasurveys and analysis at national and
regional levels, household budget surveys, updatiaga on government services,
preparation of economic statistics, as well as wuses and surveys of private
establishments. Attention will also be given to mmpng the utilization of statistics
collected by other government agencies, developmeht short-term statistics,
implementation of a comprehensive program to endamd streamline the institutional
aspects of the CDS, upgrading staff capabilitieghm fields of statistical information
preparation, compilation and dissemination, andesearch and studies related to the
development of statistical services sector.

10.4.5 Growth Targets
The CDS will exert further efforts, during the Setre Development Plan, for the
development of statistical services, the prepamatd research and studies, and the

dissemination of information and statistics in vas fields, including:

Demographic and Social Statistics

- Updating the framework of the general populagod housing census (1413) to draw
a recent sample for social and demographic researdho implement the field work
during the fiscal year 1423/1424 (2003).
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Conducting demographic research aimed at prepaprojections of birth and
mortality rates, as well as the distribution of plgpion by nationality, age and sex.

Preparation, analysis and dissemination of |dbore and employment statistics by
sector, occupation, and sex based on annual suo¥elys labor market.

Finalizing the results of the household incomd arpenditure survey conducted in
1419/20 (1999) and publishing them in 1420/21 (20@@nducting a new survey in
1423/24 (2003) and continuing to conduct such &esuon regular basis every five
years.

Reqgular Economic Statistics and Special Surveys

Continuing to publish the annual national acceuny sectors and main spending
categories, based on SNA (1968) and to adopt UN-GI9A3).

Publishing foreign trade statistics (exports aimdports) by volume, value,
classification, and country of origin on quarteaiyd bi-annual bases.

Publishing the statistics related to price indi@nd the cost of living index on
monthly and annual bases, and updating the comynddisket of the consumer
prices index based on the household expenditurgsysof 1419/20 (1999).

Updating the base year for assessment of thenataccounts in constant prices and
issuing estimates pertaining to items of expenditur GDP in constant prices.

Issuing the survey of government services atlland regional levels.

Preparing, updating and publishing the statibtfearbook and the annual statistical
indictor.

Preparing an import prices index.

In addition to these regular publications, the Cb#l conduct general censuses and
surveys needed to ensure accuracy of the annugcpams based on surveys. These
censuses and surveys include the following:

General census of economic enterprises, withl frebrk to be implemented during
1420/21 (2000) and once every five years thereafter

Annual surveys of economic activities, togethethwthe preparation of annual
economic survey aimed at providing indicators fbeeonomic activities.

The Ministry of Agriculture and Water, in coordiion with the CDS, will
implement the third general agricultural censusrduthe early years of the Seventh
Plan.
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CHAPTER ELEVEN

DEVELOPMENT OF HUMAN RESOURCES
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11. DeVELOPMENT OF HUMAN RESOURCES

This chapter highlights the achievements of thelSDevelopment Plan covering the areas
of general education, higher education, technicdlication, training, science and
technology and information technology. The chajpiso deals with the key issues to be
addressed during the Seventh Development Plandhezmnomic efficiency, enhancing
the role of the private sector, as well as objedj\policies and programs associated with
these areas.

11.1 GENERAL EDUCATION
11.1.1 Present Conditions

The government has placed a very high priority dacation as a means of developing
human resources, increasing productivity and keppabreast with scientific and

technological advances. The priorities of the Sik#velopment Plan emphasized the
quality of general education and increasing thegiti®n capacity of general education.
Accordingly, the government set aside enormousgétsdfor the development of this
sector, exceeding SR 175 billion in total during 8ixth Development Plan period. Table
11.1 shows the average annual growth rates in i@ general education quantitative
variables during the Sixth Development Plan.

Table 11.1
Annual Growth Rates of General Education
1415/16 - 1419/20 (1995 - 1999)

Elementary Intermediate Secondary
Variables Boys % Girls % Boys% Girls% Boys % Girls %
New Entrants 0.98 (-0.74)*  6.09 4.73 12.03 7.46
Graduates 2.50 5.31 6.07 6.19 17.08 13.53
Schools 1.88 3.14 6.06 5.87 12.87 8.91
Teachers 2.49 3.90 5.69 8.13 12.10 12.60

*  Declining rate of growth is due to confining admission to elementary level to age
six only and not to admit anyone under six yearsold.

The total number of students in general educatiew grom about 3.8 million in 1415/16
(1995) (studying in more than 22,000 schools, wi#0,000 classrooms and 286,000
teachers) to about 4.4 million in 1419/20 (1999dging in more than 26,000 schools,
with 194,000 classrooms and 357,000 teachers).

11.1.2 Key Issues

1. Internal Efficiency

The internal efficiency of the education systenil $alls short of the planned targets.
Relevant studies indicate an increased number laiadcyears to graduation beyond the
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allowed length of time through all levels of generducation, high dropout rates in the
first and fourth grades of elementary schools andhe first grade of intermediate and
secondary schools, as well as high rates of regetitwhich means many students occupy
school places for a longer period in grades oneutyin twelve. Rationalization of
educational costs will require effective solutidasope with such adverse phenomena and
to improve the level of internal efficiency of ecion.

2. Teacher Performance (Males — Females)

Some indicators show a low level of teacher (mald f@emale) performance. Therefore, it
is imperative to place greater emphasis on trainimggrams to upgrade teachers’
performance and provide them with basic professiskdls relevant to their areas of
specialization.

3. Curricula and Teaching Methods

Further efforts are still needed for reviewing thericula and ensuring that they conform
with development needs, assessing teaching metlwodsmplementing sound learning
methods that will ultimately help pupils obtain kvledge through comprehension,
analysis, and reasoning.

4, School Buildings

The availability of appropriate school buildingsielhmeet the required standards remains
a key issue in general education. Despite effartsanstruct several school buildings in
various regions of the Kingdom, whether through theblic or private sectors, the
percentage of leased buildings is still high foy$icand girls’ schools. Unless resolved,
this problem will probably get worse in the futudye to the high rate of population
growth in the Kingdom. Therefore, intensive effostsould be made to construct more
schools during the Seventh Development Plan, imrdence with required educational
conditions and specifications.

5. Pre-school Education

Despite the importance of preparing children forlye&amiliarization with the school
environment, the number of enrollments at thisestiagstill limited. Thus, it is imperative
to intensify public awareness programs on the itgnae of this stage for young children,
and to encourage the private sector to particijetieis field.

6. School Management

School management is no longer confined to adm@tish only. Today, it must
encompass technical and educational dimensionslshence, greater emphasis will be
needed in the Seventh Development Plan on all rsatégated to students, the technical
and administrative staff, curricular and non-curide activities, as well as other matters
concerning improvement of the educational process.



257

11.1.3 Productivity

Despite the Sixth Development Plan’s concentrationmproving the educational system
outputs, analysis of general education statisticsvs that the average number of years to
graduation spent by students is higher than theulated period (i.e. 12 years).
Therefore, it is very important to examine the ¢miats on improving education
efficiency during the Seventh Development Plan.

These constraints must be tackled through a syraled will fulfill the intended objectives
and will abide by the priorities and directiongloé Seventh Development Plan.

11.1.4 Development Strategy

The development strategy of the general educagotosin the Seventh Development Plan
aims at achieving outstanding quantitative and itatsle growth through the following
sets of objectives, policies and programs:

11.1.4.1 Objectives

- To provide educational opportunities to all @tz of school age.

- To improve the quantitative and qualitative leekbeneral education.

- To improve the organizational and administrase#ings.

- To train an indigenous workforce that will reptaithe foreign labor force.

- To invest in girls’ technical education and veeaal training and to open more
technical secondary institutes.

- To expand adult and literacy programs so asitairghte illiteracy.
- To intensify the cultural and academic programs @on-curricular activities.

- To upgrade the quality of special education prowg for students with special needs
(handicapped).

- To give more care and attention to the gifted ams$tanding students.

- To establish more educational projects and tesli to improve the existing ones
and to encourage private sector participation énfiggld of finance.

11.1.4.2 Policies

- Improving the level of internal efficiency thrdugadoption of an automatic
promotion system between the early grades of el&aneschool while maintaining
academic quality and educational standards.

- Improving the quality of education by reviewingdaupdating the academic curricula
and teaching methods in line with development nexpents, making use of
specialized centers in this field and stressingsigaificance of on-going training of
teachers.
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- Supporting the introduction of computer science secondary schools and
considering the introduction of this subject in timtermediate and elementary
schools.

- Expanding pre-education programs and encouratfiagorivate sector to establish
nurseries.

- Rationalizing educational expenditure through riowing organizational efficiency,
raising the performance of workers, addressingcthrestraints on internal efficiency,
reducing the average number of years of educatidopting modern educational
technologies, and enhancing the role of the prisatgor.

- Improving and developing educational managemerdgugh selection of qualified
staff and maintaining intensive training programs.

- Enhancing the role of the private sector in fitiag the construction of school
buildings and educational facilities and finalizitfie regulations which allow the
acceptance of gifts and donations.

- Making use of the capabilities of specialized esesh centers in conducting
diversified studies and research in various fielufs education and preparing
evaluative studies for the educational programsemsure achievement of the
intended objectives.

- Enhancing students’ awareness of the importantevabuntary services and
encouraging them to do their share of volunteerkwand organizing training
courses to upgrade their skills and capabilities.

11.1.4.3 Programs

The programs of this sector concentrate on devetopnof the educational process,
management and operation, student services anccurasular activities, and facility
construction, with the aim of providing educatiosatvices to meet the steady increase in
the number of school boys and girls in all stagegeneral education.

11.1.5 Number of Male and Female Students

Tables 11.2 and 11.3 show the planned number oflerants and graduates for students
(boys and girls).
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Table 11.2
Male and Female New Entrants in the SeventDevelopmentPlan
(in thousands)

Base Year Years of the Plan
1419/1420 1420/21 1421/22 1422/23 1423/24 1424/1425
Stage (1999) (2000) (2001) (2002)  (2003) (2004)
New Entrants (male)
Elementary 188.0 196.0 203.0 210.0 218.0 227.0
Intermediate 166.0 168.0 170.0 175.0 179.0 181.0
Secondary 112.0 114.0 117.0 122.0 125.0 131.0
Teachers Colleges 4.€ 4.5 46 4.7 5.2 5.7
New Entrants (female)
Elementary 183.0 191.0 198.0 205.0 213.0 221.0
Intermediate 155.0 164.0 167.0 171.0 175.0 180.0
Secondary 118.0 126.0 135.0 138.0 141.0 146.0
Teachers Colleges* 7.8 8.1 8.4 8.7 9.C 9.2

* 4 year post-secondary education.
** 2-4 year post-secondary education.

Table 11.3
Male and Female Graduates during the Seventh Devgdment Plan Period
(in thousands)

Base Plan Years
Year
Stage 1419/1420 1420/21 1421/22 1422/23 1423/24 1424/1425

(1999) (2000) (2001)  (2002)  (2003)  (2004)

Graduates (Male):

Elementary 180 190 200 211 222 235
Intermediate 128 130 136 138 142 146
Secondary 80 86 92 97 102 107
Teachers Colleges* 3.2 2.5 2.6 2.8 2.9 3.1
Graduates (Female)
Elementary 166 168 173 178 182 188
Intermediate 138 143 146 149 154 163
Secondary 95 107 118 130 144 159
Teachers Colleges 6.8 7.1 7.4 7.7 8.0 8.2

* 4 year post-secondary education.
** 2-4 year post-secondary education.
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11.2 HIGHER EDUCATION

The government provides higher education throughkeusities, girls’ colleges, military
colleges and some other government agencies.

11.2.1 Present Conditions

The government pays due care and attention to higgheécation for its significant role in

producing highly qualified national manpower inioas theoretical and practical fields.
Accordingly, this sector received substantial ficiah allocations through state budgets
during the Sixth Development Plan period, amountiogabout SR 35 billion. Such

allocations enabled higher education institutiorchieve high growth rates in all

educational variables. Total male and female emetits in universities and girls’ colleges
increased from 165,000 students in 1415/16 (1985jore than 263,000 students in
1419/20 (1999), at an average annual growth rat®#2ct percent. The number of new
entrants increased from 46,800 male and femaleestadto 78,000 students, and the
number of graduates from 22,000 male and femaldugte to 41,000 during the same
period, at an average annual growth rate of 13r6ep¢ and 16.8 percent respectively.
Table 11.4 shows the annual growth rates duringpéreod 1415/16 (1995) - 1419/20
(1999) for the main educational variables.

Table 11.4
Average Annual Growth Rates in Higher Education
1415/16 - 1419/20 (1995-1999)

Variables Bachelor Degree level %
Total Students 12.4
New Entrants 13.6
Graduates 16.8
Saudi Faculty Staff 19.5
Non-Saudi Faculty Staff -6.5
Admin. and Technical Staff 9.2

The higher education sector witnessed significarisitive developments during the Sixth
Development Plan, the most important of which are:

- Issuance of the regulations governing the opeaimdjoperation of private colleges.

- Opening a number of community and private coldetieoughout the Kingdom’s
various regions.

- Issuance of the Royal Decree establishing thegKiinalid University in the
Southern Region.

- Issuance of many rules and regulations pertaitorfggher education institutions.
- Opening a number of new university colleges, aese centers and deanships.
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11.2.2 Key Issues

1. Absorptive Capacity

With the increasing number of male and female gatehiof the secondary schools, the
higher education institutions face great challengesbsorbing the huge flux of students.
This issue should be dealt with promptly. The hrgb@ucation institutions took in about

two thirds of the secondary graduates, on averdgeng the Sixth Development Plan

years despite the limited capabilities and curadasorptive capacity.

The measures adopted during the Sixth Developmént B expand the absorptive

capacities of the universities, particularly by oijpg a number of community colleges in

Jizan, Hail, Tabuk, and Hafralbatin and by consalith the King Saud University branch

and Imam Mohammed Bin Saud Islamic University bhamc Abha into an independent

university called “King Khalid University”, have otributed a great deal to alleviating the
problem. Nevertheless, the Seventh Development $hHanld provide effective solutions

for this issue through intensive efforts of bottbliw and private sectors and appropriate
incentive programs to encourage further privatéoseontributions in this field.

2. Balanced Distribution over Available Specializabns

The great pressures being imposed on the uniesditirced them to accept students in
excess of their absorptive capacities, thus leatbngn imbalance in enroliment between
humanistic and scientific specializations. Abowot thirds of the total number of

male and female students are enrolled in humanifiess in turn led to the number of

graduates with backgrounds in the humanities exaogethbor market needs. Hence,
restoring balance between the various specialzatal higher education institutions has
become an urgent demand dictated by the prevadingumstances and development
requirements.

3. Internal and External Efficiency

The steady increase of enrollment in universitregxcess of their absorptive capacities
has led to a decline in internal and external efficy. This is reflected in the increased
number of years spent by students until graduatod inconsistency between the
qualifications of graduates of some specializatiand those required by the labor market.
Hence, efforts should be intensified during thee®g¢lr Development Plan to improve the
internal and external efficiency of this sector.

4. Private Sector’'s Needs

The level of integration and interaction betweeghker education institutes and the private

sector remains inadequate, thereby weakening tivat@rsector’s ability to absorb and

employ the Plan’s expected number of graduatess,Tthe Seventh Development Plan

will address this issue through the following steps

- Linking education programs to development andodalnarket requirements,
encouraging the private sector to provide practi@hing for students in the private
establishments, and considering the period ofitrgias a requirement of graduation.



262

- Reconsidering the training programs of graduated, encouraging the private sector
to participate in performance evaluation.

5. Continuous Education

Continuous education did not receive adequate taiterby some higher education
institutions despite its importance as a tool ainhn resources development and the need
to keep abreast with rapid scientific and technicllgdevelopments. Its role has been
confined to providing knowledge to specialists amsh-specialists at the expense of
implementing academic diploma or certificate proggathat would enable students to
acquire advanced knowledge in their fields in Iweh changing technological and
occupational conditions. Moreover, this type of etion satisfies the needs of many
categories in society and helps to improve the ycbdty and job performance of Saudi
nationals. Hence, this type of education is expkttereceive greater attention during the
Seventh Development Plan.

11.2.3 Productivity

Field studies prepared by some Saudi universiesaled the need to improve the internal
efficiency of the higher education system in teiwhshe number of years a student may
need to graduate. Hence, the Seventh Developmant iBlkeen to address this issue
within its priorities related to rationalization gbvernment expenditure and improvement
of productivity.

11.2.4 Development Strategy

The development strategy for higher education & Seventh Development Plan aims at
achieving the following objectives, policies andgrams:

11.2.4.1 Objectives

- To provide opportunities to individuals with qifightions and capabilities to
continue university education.

- To expand the higher education base in line tithrequirements of socio-economic
development, to direct the admissions policy andeeelop university programs and
curricula in line with labor market needs.

- To continue developing Saudi manpower in termgudintity and quality, and to
substitute Saudis for non-Saudis.

- To upgrade the academic and administrative pedoce with the aim of improving
the educational process.

- To enhance the role of universities in commugéyvice.

- To develop cooperation and coordination with texlaagencies in order to achieve
the objectives of higher education in particulad atevelopment objectives in
general.

- To expand the private sector's contribution inaficing educational projects and
programs, and to ensure increased reliance orfisaifcing by enhancing the role
of universities in providing research servicesi® private sector.
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- To develop scientific research and postgraduatdies.

- To provide, operate and maintain university fies at reasonable costs along with
maintaining quality and good performance.

11.2.4.2 Policies

- Enhancing the absorptive capacity of higher etloanstitutions through studying
the changing needs for scientific and technologspa&cializations necessary to meet
the requirements of development.

- Developing the curricula and programs in linehvtlie needs and requirements of the
labor market, reviewing them on a regular basis e@mgliring coordination between
higher education institutions and the private secto

- Improving internal and external efficiency of thegher education system through
upgrading the performance and efficiency of Sauntikers by providing training and
scholarships, selecting outstanding personnel doulfy staff and researchers, and
providing them with opportunities to attend spezed scientific symposia and
conferences.

- Increasing the private sector’s participationaichieving the national objectives of
higher education sector through establishment gmetadion of private colleges,
participating in financing educational projectsjestific research activities, and
on-the-job training programs.

- Expanding community services and continuous ehutgprograms to upgrade the
capabilities of the Saudi labor force, encouragiogganization of technical
conferences and implementing their empirical figdinfor economic and social
welfare.

- Placing emphasis on scientific and applied retesand developing pertinent
methods and tools, regularly evaluating academiognams, degrees and
specializations as well as systems of study andnaion, attracting outstanding
researchers and academic staff to support reseanthrs, linking scientific research
and post-graduate studies with the problems ofrenment and society, keeping
abreast with new knowledge and scientific develampsieand ensuring participation
of the private sector in financing.

- Enhancing students’ awareness of the importantevabuntary services and
encouraging them to participate in voluntary atte through organizing training
courses to upgrade their skills and capabilities.

11.2.4.3 Programs

The programs of this sector concentrate on impléatiem and expansion of construction
projects of the universities to meet the growingnber of students, providing university
laboratories, establishing experimental plants atider services. Programs also lay
emphasis on qualitative development of the educakiprocess which cover the main
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tasks of the higher education institutions, pravidmodern administrative services and
advanced technology at reasonable cost and maxipeuformance, providing all types of
student services and activities including extradcular activities, and enhancing the
activities of the higher education institutiongle field of community service.

11.2.5 Number of Male and Female Students

Table 11.5 shows the planned number of male an@leemew entrants and graduates at
universities and girls’ colleges.

Table 11.5
Planned Number of Male and Female Students
in the Seventh Development Plan

New Entrants Graduates

University Male Female Total Male Female Total
King Saud University 47700 22300 70000 32300 15700 48000
King Abdul Aziz University 33600 26400 60000 20800 14700 35500
King Faisal University 10800 7200 18000 5700 5500 11200
King Fahd University 9000 - 9000 4300 - 4300
Islamic University 6000 - 6000 4500 - 4500
Imam University 58500 11500 70000 39200 8150 47350
Umm Al-Qura University 24400 15600 40000 8600 8700 17300
King Khalid University 13500 3500 17000 12000 800 12800
Girls’ Colleges - 200000 200000 - 92500 92500

Total 203500 286500 490000 127400 146050 273450

11.2.6 Role of the Private Sector

First: General Education

- Financing, implementing and developing educatidaxilities.

- Establishing private schools and increasing trees of private schools to 10 percent
of the total enrollment of general education by ¢ine of the Seventh Development
Plan.

- Participating in financing school activities aswajpporting cultural, social, academic,
occupational and sports activities.

- Expanding the finance of educational technolggssf education and distance
learning programs.

- Participating in consultative committees for ugtz and developing various
educational programs.

Increased participation in student transportation
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Second: Higher Education

- Participation in financing the construction ofnms® university facilities through
build-operate-transfer schemes based on appropniegatives to encourage private
sector participation in these fields.

- Encouraging the establishment of private colleged community colleges through
an appropriate incentives plan.

- Considering the possibility of privatizing eduoaial support services according to
specific measures and controls that ensure effigiequality and affordability.

- Encouraging cooperation between the universéres the private sector in the fields
of scientific consultation and training.

- Supporting scientific and research activitieg] @noviding grants, awards, subsidies
and long-term loans.

- Intensifying efforts aimed at retraining colleggraduates in line with the
requirements of development and the labor market.

11.3 TECHNICAL EDUCATION AND VOCATIONAL TRAINING
11.3.1 Present Conditions

General Organization for Technical Education and Veational Training

(GOTEVT)

Technical education and vocational training plduradamental role in the development of
Saudi manpower and improving productivity. The imiance of this sector was embodied
in the Sixth Development Plan priorities, whichtsth “Increasing the absorptive capacity
of technical education and vocational training itabns and technological colleges to
ensure sufficient output of graduates in terms aolrgity and quality to meet the

requirements of the national economy”. This impactahas been reflected in the financial
allocations of this sector, which amounted to SRI$llion during the Sixth Development

Plan period.

- Technical Education

Total enrollment in the technological colleges resat 12,500 in 1419/20 (1999) and
total new entrants during the Sixth DevelopmeninRi@riod amounted to about
20,800, while the total number of graduates dutimg same period amounted to
around 9,700. The operational efficiency of theskeges is relatively high, with a

teacher/student ratio of about 1:6. With respegr&suniversity technical education,
by the end of the Sixth Development Plan 1419/142@9) there were 10 industrial
institutes, 16 commercial institutes, 4 agricultuiastitutes and 5 technical

supervisors’ institutes, all of three years studggpams. Total enrollment at these
institutes reached 21,000 students in 1419/20 (19@8ile the number of new

entrants to technical secondary education duriegSitith Development Plan period
reached around 40,000 students and the numberadiugies amounted to about
27,000 during the same period.
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Total enrollment in other technical institutes whigre under the direct supervision
of relevant agencies, (MOH institutes and collef@s both males and females,
female teachers’ institutes, girls’ intermediatdlegges, MOPTT institutes and its
former colleges, physical education colleges, amal tivo colleges of Jubail and
Yanbu) amounted to around 41,200 in 1418/19 (1998)ile the number of

graduates reached about 14,800 in the same year.

- Vocational Training

GOTEVT runs 30 vocational training centers, ondruttors’ training center and

three in service training centers. These centees dastributed throughout the

Kingdom. Total enroliment in these centers amouriteébout 12,300 trainees in

1419/20 (1999), and total enrollment during thetlsRevelopment Plan period as a
whole reached about 40,000 trainees, while the eurob graduates reached about
28,200 during the same period.

The number of trainees in other vocational instgufon-the-job training, instructors’
training, private education and training institytesd vocational rehabilitation
centers for the handicapped) reached about 108208 and female trainees during
the Sixth Development Plan period and the numbegrafluates reached about
61,600 during the same period. Table 11.6 showsesquantitative variables of
technical education and vocational training in ldet year of the Sixth Development

Plan.
Table 11.6
Technical Education and Vocational Training
1419/1420 (1999)
Industrial  Commercial  Agricultural Technical
Technological Secondary Secondary Secondary Supervisors  Vocational

Variable Colleges Education  Education Education Institutes Training
New Entrants 6005 4913 3271 457 917 -
Graduates 1958 1741 2260 209 632 7006
Enrollments 12462 9667 7678 823 2346 12387

The Institute of Public Administration (IPA)

The IPA is responsible for upgrading the efficienol government employees and
preparing them to undertake their tasks in a marthat improves the quality of
administration and enhances development of thematieconomy. Financial allocations
during the Sixth Development Plan amounted to S® Hillion. Total enrollment in
pre-service and in-service training programs reacaleout 22,200 and 72,300 trainees
respectively during the Sixth Development Plan qukriEnrollment in special programs
amounted to about 5,300 trainees during the samedpe\ total of 256 consultations, 88
studies and 54 academic works were conducted biP#ealuring the Sixth Development
Plan period.
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Table 11.7 shows the quantitative variables of fR& in the last year of the Sixth
Development Plan.

Table 11.7
Enrollments and Graduates of the Institute of Publc Administration
1419/1420 (1999)

Pre-Service In-Service Special Higher Management
Variable Training Training Training Development
Programs Programs Programs
Enrollments 2652 13356 917 2481 (participants)
Graduates 851 13230 905

Training in Other Government Agencies

Some other government agencies contribute to thelaement of national manpower
through training programs associated with theiivdis. The total number of trainees
(male and female) in government agencies duringSix¢th Development Plan period
reached about 449,900 and the number of graduatehed about 298,800 during the
same period.

Training in the Private Sector

The private sector provides training in variousdsewhich serve the national economy in
general and are integrated with other training ot and curricula. The total number of
trainees in private sector programs reached ar@42¢000 and the number of graduates
about 213,800 during the Sixth Development Plampger

11.3.2 Key Issues
1- Absorptive Capacity

Increased interest in joining technical educatiomd asocational training institutions
imposed a great challenge on the limited absormagacity of these institutions, which is
not commensurate with the number of applicants esosdary and post-secondary
education programs. Hence, increasing the abserpapacity of technical education and
vocational training institutions must have a verighh priority during the Seventh
Development Plan period, through opening more teehrcolleges and institutes and
vocational training centers, improving the trainmgputs in terms of quantity and quality,
expanding short-term training courses, providingpparative training programs and
expanding on-the-job training, all of which will benportant aspects of the overall
Saudiization strategy.

2- Vocational Awareness

During the Seventh Development Plan, greater effurst be made to promote vocational
awareness by providing educational and vocation@dlagnce to students and trainees,
thereby encouraging a better understanding ofrtipmitance of vocational work from the
early stages of education, improving social atesidowards such work, and achieving



268

consistency between the technical education andtimal training system and the actual
needs of the public and private sectors.

3- Occupational Accreditation

There is no system of occupational standards aedtation. It is imperative, therefore,

during the Seventh Development Plan to conduct fglidies to identify the standard
skills required for each occupation and to set-npirdegrated system for occupational
inspection and accreditation through which thelski&quired for each occupation can be
identified and standard skills can be tested.

4- Internal Efficiency

Dropout and repetition ratios are still high inhatcal education and training despite the
decrease of teacher/student and instructor/trainges. This has led to lower internal
efficiency, a higher average number of studentainée years invested in graduation and
higher operational costs.

This issue will be addressed during the Seventre@gment Plan through the preparation
of studies and research to identify the reasongdeduch high rates and to take necessary
actions for their reduction, for improving trainiedficiency, and for optimal utilization of
training resources through improved organizati@mal instructional practices.

5- Teacher Preparation

Important linkages between teachers’ theoretical\kadge and practical experience must
be promoted by adequately preparing teachers thrgpgcialized training programs that
will enable them to acquire the appropriate knogéednd skills to keep abreast with
ongoing developments in their fields of special@at

6- Actual Training Needs

Although some efforts have been made to study dberl market and ascertain its real
needs, the major training agencies remain uncléautaits actual needs. Hence, a
comprehensive national training plan should be gnexh during the Seventh Development
Plan to identify the real needs of the labor matketugh coordinated action between the
training agencies and users of training services.

11.3.3 Productivity

In spite of the Sixth Development Plan’s emphagistiee importance of the technical
education system output, results indicate high oubpnd repetition ratios a high average
number of years invested for education, and a ke of internal efficiency. Therefore, it
Is imperative during the Seventh Development Ptatake proper measures to overcome
these constraints. Table 11.8 demonstrates a rahgéiciency variables in secondary
technical education in recent years. The efficieindycators shown on the table have been
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derived from the analysis of data pertaining to pgegformance of a particular cohort
during the period 1413/1414-1418/1419 (1993-1998).

Table 11.8
Productivity in Secondary Technical Education
1413/14 - 1418/19 (1993-1998)

Number of educational years invested 4.12
Percentage of students graduating without repetitio 45.8
Percentage of students graduating after one year petition 17.8
Percentage of students graduating after two yearsranore repetition 4.4
Internal efficiency % 72.9
Rate of dropout in the cohort % 30.8
Rate of repetition in the cohort % 1.2

11.3.4 Role of the Private Sector

To participate in financing and implementing sopregrams and projects in the
fields of technical education and vocational tragi

To open more private centers for technical edanand training.

To increase the scope of coordination and coasoitt between the private sector and
the agencies responsible for technical educatidnvanational training.

To give the private sector the opportunity to tiggyate in the planning and
implementation of on-the-job training.

11.3.5 Development Strategy

The development strategy of the technical educadimh vocational training sector in the
Seventh Development Plan aims at achieving distineintitative and qualitative growth
through the following objectives, policies and piags:

11.3.5.1 Obijectives

To contribute to the development of Saudi manppwecrease its supply and
upgrade its efficiency to meet the requirementhefational economy.

To improve the efficiency and effectiveness @lirimg and to develop its various
agencies.

To improve the quality of training programs arahcentrate on the use of advanced
technology.

To upgrade the curricula to meet the needs ofaiber market.

To ensure both horizontal and vertical expansiothe various areas of technical
education and training to cover all regions of kliregdom.

To expand on-the-job training programs in both plblic and private sectors.
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- To enhance cooperation and coordination betweehnnical education and training
institutions and related agencies.

11.3.5.2 Policies

- Improving the response to labor market needsnim With economic developments,
evaluating the skills of expatriate labor, and mgkiuse of on-the-job training
through studying labor market requirements foraasioccupations.

- Expanding on-the-job training as an integral paifrt Saudiization strategy, and
developing intensive programs to attain this thtoumcreased participation of the
private sector in planning and implementing on4jtitetraining programs.

- Improving the quality of training outputs througtudent guidance and follow-up at
all levels and adopting a selective test-based sslams policy.

- Raising capacity utilization of the various triaig facilities through more effective
timing and duration of intensive short-term tramircourses, adoption of an
apprenticeship system, expansion of cooperativeanun to cover all types of
training, and optimal utilization of available tneng facilities in both public and
private sectors.

- Extending technical education and training ta@djions of the Kingdom.

- Enhancing the role of technical colleges in comityuservice through organizing
seminars, lectures and symposia which satisfy éeel$1of the community, as well as
conducting studies and research and providing ditdued services.

- Utilizing the capabilities of specialized resdamenters in conducting studies and
research related to the labor market and occupat@mrwhich demand is high.

- Continuously developing the quality of trainingpgrams and curricula, with due
emphasis on the applied aspects at all levelseasdring private sector participation
in this respect.

11.3.5.3 Programs

The programs of this sector during the Seventh [Deweent Plan concentrate on
development of the education and training systechiamprovement of its quality, paying
particular attention to administrative developmeogmmunity service and ongoing
training, the construction of necessary facilitiesncrease the absorptive capacity, as well
as more extensive preparation of studies and &seafated to issues and constraints of
technical education and vocational training.

11.3.6 Planned Number of Students
Tables 11.9, 11.10, 11.11, 11.12 and 11.13 showS#wenth Development Plan growth

targets of new entrants, graduates and total emeoli in the technical education and
training programs of both public and private sextor
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Table 11.9
New Entrants and Graduates of Technical
Education and Training in the SeventhDevelopmentPlan

1419/20 1420/21 1421/22 1422/23 1423/24 1424/25
Description  (1999)  (2000) ~ (2001)  (2002)  (2003)  (2004)  Total

A- New Entrants

Colleges 6005 6694 7462 8318 9273 10337 42084
Industrial 4913 5107 5309 5518 5736 5963 27633
Commercial 3271 3392 3518 3648 3783 3923 18264
Agricultural 457 472 487 50z 52C 537 251¢
Technical 917 952 988 1026 1065 1106 5137
Supervisors

Total 15563 16617 17764 19012 20377 21866 95636
Multi-disciplinary 400 1200 2600 4300 5000 13500

B- Graduates

Colleges 1958 2238 2675 3336 4162 5189 17600
Industrial 1741 189¢ 2071 225¢ 2462 267¢ 1136¢
Commercial 2290 2374 2462 2554 2648 2746 12784
Agricultural 209 225 242 261 281 302 1311
Technical 632 675 721 769 821 877 3863
Supervisors
Total 6830 7411 8171 9178 10374 11790 46924
Multi-disciplinary 260 840 1820 2920
C- Total Number of Students:
Colleges 12462 13089 13747 14598 15502 16897
Industrial 9667 10153 10664 11200 11764 12355
Commercial 767¢ 815: 865¢ 919« 976: 10367
Agricultural 822 88¢€ 954 102¢ 110¢ 1191
Technical 2346 2464 2587 2717 2853 2996
Supervisors
Total 32976 34745 36610 38737 40988 43806
Multi-disciplinary 400 2600 4940 8400 11580

Table 11.10

Enroliments and Graduates of Vocational Training Ceters
during the Seventh Development Plan

1419/20 1420/21 1421/22 1422/23 1423/24 1424125
Description (1999)  (2000) (2001) (2002)  (2003)  (2004)

Enrollments 11869 12718 13161 13828 14782 16535
Graduates 7006 8027 836¢ 879¢ 949/ 1062¢
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Table 11.11
Planned Number of Trainee Enrollments in the IPA duing the
Seventh Development Plan

Description 1420/21 1421/22 1422/23 1423/24 1424/25
(2000) (2001) (2002) (2003)  (2004)

Training programs:

In-Service Progiams 1521« 1582¢ 1654« 1733 1803¢

Special Training Programs 1707 177¢ 184¢ 192( 1997

Sub-total: Trainees 16921 17601 18390 19257 2603
Pre-service programs:

General 1351 1384 1424 1440 1484

Private Sector-Oriented 689 706 750 798 851

Special 250 275 300 325 350

Sub-total: Students 2290 2365 2474 2563 2685
Applied Workshops:

Number of workshops 86 88 90 92 94

Number of participants 192( 197( 202( 207( 212(

Number of 5 6 7 7 7
symposia/conferences

Number of participants 1500 1800 2100 2100 2100

Total Number of trainees and
students planned for enrollment in
IPA programs

22631 23736 24984 25990 26941

Table 11.12
Number of Trainees and Graduates of Training Prograns of the Government Sectd?
during the SeventhDevelopmentPlan

1419/20 1420/21 1421/22 1422/23 1423/24 1424/25

Description (1999)  (2000) (2001) (2002) (2003)  (2004)
Enrollments 74197 78477 83066 87987 93296 98938
Graduates 66896 71123 75757 80878 86515 72740

Table 11.13

Number of Trainees and Graduates of the Private Séar
Training Programs during the Seventh Development RIn

1419/20 1420/21 1421/22 1422/23 1423/24 1424/25

Description (1999)  (2000) (2001) (2002) (2003)  (2004)
Enrollments 54427 50663 65402 71695 78592 86153
Graduates 4626 5130¢  5690( 6309  6994¢ 7753

Includes postal training centers, colleges of tefamunications, training centers of the Ministry of
Agriculture and Water, Ministry of Labor and Soci&lffairs, Ministry of Foreign Affairs,
Presidency of Civil Aviation, Health Affairs at thetional Guard, Security Forces Hospital, King
Faisal Specialist Hospital, King Khalid Ophthalmglo Specialist Hospital, Ports Authority,
Railways Organization, Saudi Arabian Airlines, 8eliWater Conversion Corporation, Saudi Basic
Industries Corporation, Electricity Companies, SeAthmco and Royal Commission for Jubail and
Yanbu.
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11.4 SCIENCE AND TECHNOLOGY (S&T)

11.4.1 Present Conditions

Successive development plans have stressed theolgaf science and technology (S&T)
and the importance of establishing a national h#s8&T capable of innovation and
invention as well as assimilation and adaptatiotecfinology.

In recognition of this, King Abdul Aziz City for $nce and Technology (KACST)

continued its achievements in various fields durihg Sixth Development Plan period
through its scientific and technological programibe most important achievements are
summarized as follows:

KACST continued its efforts in applied researalithin the annual grants programs
(15, 16, 17) — by supporting 77 research projectsarious scientific fields.

Regarding national grants, 5 research studies baen supported and 123 research
projects within the small grants program, while IEkearch theses have been
supported under the post graduate students resgiancts.

With respect to the preparation of the Long-T&amprehensive S&T Plan in the
Kingdom, the first and second stages have been letacp relating to the study of
present conditions and prognostication studiesesgely. Work is also under way
with respect to the preparation of the nationaigydior S&T.

KACST continued to issue the S&T Journal, of W8 issues have been published,
thus contributing to the dissemination of scientiind technological awareness
among citizens.

10 patent rights have been granted and the puoesdor verifying 79 applications
have been finalized. More than 358,000 scientiomis are now stored in the
computerized data bank covering most fields of S&T.

72 individuals have been sent on scholarshipaabrto obtain master's and
doctorate degrees, while the number of traineeslenthe Kingdom and abroad
reached 1,857 trainees.

12 solar radiation observation stations have lhestalled.

In the field of remote sensing, KACST continued grovide public and private
sectors with satellite images, by providing 6,00@ges in the form of printed photos
or compatible diskettes.

11.4.2 Key Issues

1-

Technological Capabilities

The Kingdom needs to establish a national S&T lmgEable of assimilating advanced
technologies. This can only be achieved throughaeaing the role of Research and
Development (R&D) institutions, developing a propeechanism for coordinating and
integrating the activities of these institutionstire public and private sectors, providing
adequate information to face accelerating techncédgevelopments at a global level, and
developing qualified national manpower capable edlithg efficiently and flexibly with
the transfer, adaptation and endogenization ofn@cigy.
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2- Coordination between National Research Centers

National research centers and institutes lack botbrnal and external coordination,
resulting in weak interaction and inter-relationstvieen the producers and users of
national technological solutions. This in turn a&$sa major constraint on the development
of the national research base. Therefore, it isenaipve during the Seventh Development
Plan to find prompt solutions for this issue andrtake optimal utilization of available
activities and resources.

11.4.3 Productivity

Demand for KACST services by various developmentass is expected to grow steadily.
Hence, efforts should be intensified during thee®¢hr Development Plan to improve the
level of productivity by attracting more qualifiedanpower with scientific background,
intensifying scholarships and training programstirojzing utilization of KACST’s
resources including laboratories and institutes] #mwough increased cooperation and
coordination with research centers in the univiessiand the private sector.

11.4.4 Role of the Private Sector

Scientific research and technological developmeavehbecome a prerequisite for
enhancing the competitiveness of national productdomestic and global markets. This
will require substantial investment by both the Ipuband private sectors in the
development of technical and physical facilities, w&ell as in the development of
specialized Saudi manpower. Hence, major privatepemies should assign part of their
resources for financing scientific research anchnietogical development. Increased
participation of the private sector is expectethimfollowing areas:

- Adoption of promising innovations and furtheradishment of R&D centers.
- Making use of the R&D activities of the sciertifesearch centers.

- Financing the costs of tests and field surveyated to product development and
quality improvement and making use of survey figdin

- Establishment of advanced training centers t@suplevelopment of S&T.
11.4.5 Development Strategy

The development strategy of the S&T sector williloplemented through the following
objectives, policies and programs:

11.4.5.1 Objectives

- To adopt advanced technologies for rationalizithg utilization of economic
resources and to intensify efforts in the field tfchnology adaptation and
assimilation.
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- To develop and expand databases, linking therh wsearch centers in the public
and private sectors.

- To enhance scientific and technological awarersseng students at all levels of
education.

- To encourage innovation and provide opportunifiiesspecialists and researchers to
undertake scientific and technological research.

11.4.5.2 Policies
- Finalizing the preparation of the long-term costpnsive national plan of S&T.
- Supporting applied research projects and teclymdbdevelopments.

- Upgrading the curricula of S&T to conform withetlactual requirements of different
development sectors.

- Enhancing local engineering design and consultapgabilities and resources to
encourage the transfer of appropriate technolagesdeveloping them locally.

- Developing a mechanism for linking the activitieé the R&D sector with the
requirements of the producing sectors.

11.4.5.3 Programs

The programs of this sector concentrate on suppprénd developing the national
technology base, boosting scientific research, émginting the applied and developmental
research of KACST, enhancing the support activibeS&T, scientific and technological
cooperation, supporting development of S&T policesd KACST facilities, with the aim
of enhancing local technological capabilities ardanding the implementation of applied
scientific research at the national level in a neantinat supports the requirements of
national development.

11.5 INFORMATION TECHNOLOGY

Keeping abreast with rapid developments in thedfief information technology and
dealing with them efficiently and flexibly are angpnthe most important future
development challenges. Accordingly, the fourteentbjective of the Seventh
Development Plan statesTd keep abreast of developments in science, teotmand
information technology, and to encourage researdevelopment and technology
assimilation”. This is also affirmed by the Fourteenth Basic t8gi& Principle which
states:“Establishing a national science and technology daspable of innovating and
inventing as well as adapting technology”

11.5.1 Key Issues

Preparation of a National Information Technology Pan

It is very important that information be considered a supporting factor for
decision-makers and planners who must cope witld rapientific and technological
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developments. Accordingly, the fifth policy of th®urteenth Basic Strategic Principle
states:“Preparing a national plan that utilizes informatioand other technologies to
promote knowledge and support economic developmeilthough many positive

preparatory steps have been made in this regadyréparation of such a plan will entail
intensive efforts on the part of public and privatgencies in coordination with the
Ministry of Planning.

11.5.2 Role of the Private Sector

Local production of information technology (electits, communications, computer
hardware and software) is limited, with most cutracetivities in this field concentrated in
importing and marketing information technology prots in the local market and
providing some technical services. In the Severglidlbpment Plan, the private sector is
expected to play a greater role in the industgévdies related to information technology.

11.5.3 Development Strategy

The development strategy of the information tecbgpl sector in the Seventh
Development Plan aims at achieving the followingeotives and policies:

11.5.3.1 Objectives

- To prepare a national information technology plarfiurther knowledge and support
economic development.

- To provide updated data and information and itatd access to information.

- To identify the role of institutions responsibfer producing and collecting
information and to integrate sources of information

- To establish an information system with sub-neksolinked to the integrated
national information system.

- To disseminate information technology and sewiteoughout society.

11.5.3.2 Policies

- Developing national information sources throughmpiovement of pertinent
information systems.

- Enhancing information awareness in society thhowglucational curricula and
information programs.

- Encouraging the private sector to participatenfarmation activities.

- Upgrading the level and quality of informatiorrabgh establishment of a unified
data and information base at national level.

- Supporting use of the Arabic Language in thelf@ information technology.
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CHAPTER TWELVE

SocIAL DEVELOPMENT
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12. SociaL DEVELOPMENT

This chapter highlights the achievements of theéhSevelopment Plan in the sectors of
health care, social, youth and information seryicesltural, religious, judicial and
voluntary services. The chapter also deals with issyes to be addressed during the
Seventh Plan period, production efficiency andngjtieening the role of the private sector,
and outlines the objectives, policies and prograimthese sectors over the Seventh Plan
period.

12.1 HEALTH SERVICES

12.1.1 Present Conditions

The Ministry of Health (MOH) is the major governnmieagency entrusted with the
provision of preventive, curative and rehabilitatinealth care for the Kingdom’s
population. The Ministry provides primary healthrecePHC) services through a network
of health care centers (comprising 1,751 centémsughout the Kingdom. It also adopts
the referral system which provides curative careafbmembers of society from the level
of general practitioners at health centers to ack@ntechnology specialist curative
services through a broad base of general and $igebtiaspitals (182 hospitals). The MOH
also undertakes the overall supervision and follpwvef health care related activities
carried out by the private sector.

The security and military agencies provide primagcondary and advanced levels of
health care directly for their staff and segmeritthe general public, while school health
units provide immediate primary health care fordstus. The General Organization for
Social Insurance and the General Presidency ofhy@glfare provide health services for
certain categories of the population. The Royal @dssion for Jubail and Yanbu provides
health facilities for employees at the two indwdtities. Moreover, the private sector
provides health services through its health faeditincluding hospitals, dispensaries,
laboratories, pharmacies and physiotherapy cetitavaghout the Kingdom.

Health care is not limited to preventive and cweataspects only; it also extends to the
domain of medical research. The King Faisal Spistiblospital and Research Center uses
highly advanced technologies and acts as a referéwspital for cases that require
advanced and specialist treatment, while it alsodaots research on health issues in
general and those related to the Kingdom in pdeticu

The Kingdom’s universities provide, through theiedrcal colleges or hospitals, specialist
curative services and medical education and trgiprograms, while they also conduct
health research in collaboration with other redeaenters.

The Saudi Red Crescent Society undertakes an iemgoand effective role in providing
emergency services at the pre-hospital stage,rethe scene of accidents or during the
transportation of patients to hospitals. The sgc@so undertakes a unique task by
providing such services for pilgrims and Umrah perfers at the Holy Places.
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Table 12.1 shows the development of the numbeospitals and beds in the Kingdom’s
health sector during 1414/1415 (1994) - 1418/141998). Figure 12.1 shows the
development of the number of hospital beds duitregsiame period.

Table 12.1
Hospitals, Beds and Health Care Centers
1414/15 - 1418/19 (1994 - 1998)

1414/1415 1418/1419 Increase
1994 1998
(Number) (Number) Number Percent
Hospitals:
Ministry of Health 173 182 9 5.2
Other government agencies 34 39 5 14.7
Private sector 72 87 15 20.8
Total 279 308 29 104
Hospital beds:
Ministry of Health 26878 27428 550 2
Other government agencies 8357 9119 762 9.1
Private sector 6592 8485 1893 28.7
Total 41827 45032 3205 7.7
Primary Health Care 1719 1751 32 1.9
Centers*
* MOH only

Table 12.2 shows the number of employees of thirheector in the Kingdom during the
period of 1414/15 - 1418/19 (1994-1998). Figure21ghows the development of health
sector employment during the same period.

Table 12.2
Manpower in Health Services
1414/15 - 1418/19 (1994 -1998)

1414/1415 1418/1419

1994 1998 Increase
(Number) (Number) Number Percent
Physicians 29227 30281 1054 3.6
Nursing staff 61246 64790 3544 5.8

Health technicians 32167 38730 6563 20.4
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Tangible progress in the standard of health seswizas made during the same period. The
proportion of pregnant women supervised by traihedlth professionals increased from
86 percent to 90 percent, immunization coverageregnant women against tetanus
increased from 63 percent to 68 percent and theeptge of deliveries supervised by
health professionals increased from 90 percent el ercent. Furthermore, work
continued on implementing programs for the immutniraof children against infectious
diseases, particularly diphtheria, whooping cougtanus, poliomyelitis, measles, mumps,
and hepatitis, along with the execution of healtdrecprograms for all people, the
dissemination of health awareness and improved@mwiental health standards.

The maternity and child care programs resultedhm incidence of newborns whose
weights at birth are more than 2500 grams risiognfi94 percent to 95 percent and the
incidence of children below 5 years of age whose@jlis are consistent with their age
rising from 92.7 percent to 94 percent. The prograior control and prevention of
infectious and endemic diseases resulted in thdintoous decline in affliction by
diphtheria, whooping cough and measles, as welthasalmost total elimination of
poliomyelitis, while the rates of affliction by eewchic diseases (bilharsia, malaria and
leshmania) have also declined.

Notwithstanding the above-mentioned favorable dgwalents, there are key issues which
still require effective measures during the Sevét#n period.

12.1.2 Key Issues

In order to ensure the ongoing development of #gadth sector with the aim of expanding
service activities and programs to meet the neétlseagrowing population, and to ensure
continuous upgrading of service efficiency, thenplall address the following key issues
facing the development of this sector and find appate solutions for such issues.
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Figure (12.1): Development of the number of hospt beds during the
Sixth Development Plan period
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Figure (12.2): Development of health manpower dung the
Sixth Plan period
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1. Management of the Health System

The government provides health care services tlwr@gumber of government agencies
while the private sector also provides additiorevges. There is a need to formulate a
long-term overall management perspective to coatdirand integrate the provision of
health services by the various agencies to endweeoptimal utilization of available
resources as well as high performance efficiencg quality. Towards this end, the
Seventh Development Plan stresses the importanestablishing a national council for
the coordination of health services to be entrystedr alia, with the following tasks:

- Coordinating and integrating all health systermnednts in the Kingdom including
the private sector.

- Ensuring optimal utilization of health facilitieand available resources in the
Kingdom.

- Selecting adequate alternatives for the operatibhospitals and financing health
care services.

- Developing specific criteria for the establishinehnew health facilities.
- Realizing regional balance regarding health sesui
- Selecting adequate alternatives in the fieldeslthn insurance.

- Conducting studies and research in the domaiheaiith services at the national
level.

- Coordinating with educational and training ingiibns to meet the need for Saudi
workers in the health field.

2. Health Services

Demand for health care services increases as # céssteady population growth on the
one hand, and the increasing awareness of citemethishe changing pattern of diseases on
the other hand. This increase in demand requirdgi@dll finance to expand available
health facilities and to maintain general healtindards in the Kingdom by upgrading the
overall health care services. Several measuresem@ed to ensure that financial resources
are available to meet this growing demand for heedire, such as the application of a
cooperative health insurance system and encourdpmgrivate sector to undertake a
greater role in financing the construction and nganaent of health facilities, along with
better coordination and integration between govemtnagencies providing health care
services with the aim of ensuring optimal utilipatiof available resources.

3. Health Manpower

The steady growth in health services raises theaddrfor labor in the health sector, which
cannot be easily met by Saudi nationals due tordtetively small number of Saudi
graduates from the medical educational and trainimsgitutions. Therefore, greater
absorptive capacity is needed in the colleges dafiomee, pharmacy, applied sciences and
nursing, along with the opening of new collegestii@se specializations.
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Furthermore, it is also necessary to increase timber of health colleges supervised by
the Ministry of Health, with the aim of training @stant technicians in various support
specializations, and to upgrade the existing hemsiitutes to become health science
colleges with additional absorptive capacity. Apa&xsion of scholarship programs is also
needed, while the private sector must be encourageestablish health colleges for
training assistant technicians in the health catdd under MOH supervision.

12.1.3 Productivity

High quality health services must be provided effidly and at the lowest possible
economic cost.

Overall health standards have improved steadilyhm Kingdom, as reflected by the
decline in the incidence of infectious and paregiiseases. For example, the incidence of
poliomyelitis is now almost zero. The number ofigit visits for the Kingdom as a whole
decreased by 2.7 percent between1414/15 (1994) 4181419 (1998), while the health
record system and the referral system adoptedditbH shows a decline in the demand
for general and specialized hospital services dubé provision of preventive and curative
health care at general practitioner level in thenpry health care centers. However, further
efficiency improvements during the Seventh Plan reidjuire the continued application of
quality programs, regular follow-up and assessmeit health care programs,
implementation of a cooperative health insurancgtesy, and cooperation between all
agencies providing health services.

12.1.4 Role of the Private Sector

The general objectives and strategic bases ofitttle Blan emphasized the continuous and
increased participation of the private sector i dievelopment process. The following are
the major indicators of health care services preditdy the private sector by the end of
1418/19 (1998):

- 87 hospitals with 8,485 beds, accounting for ad®upercent of the total number of
hospital beds in the Kingdom, (Figure 12.3).

- 622 dispensaries, 785 clinics, 45 medical laloores and 11 physiotherapy centers.
- 273 pharmaceutical stores and 3,208 pharmacies.

- Increased investments in manufacturing of drugs raedical supplies and supply of
medical appliances, and pharmaceuticals, in additm the operation of some
government hospitals and maintenance and cleaniaty health facilities.

- Increased contribution of the private sectorhia provision of health care services,
where out-patient visits to its facilities incredsérom 12.1 percent of total
out-patient visits in 1414/15 (1994) to 16.1 petcenl1418/19 (1998). Moreover,
in-patients in the Kingdom'’s private hospitals gseacentage of total in-patients rose
from 16.6 percent in 1414/15 (1994) to 27.1 peraei¥18/19 (1998).



289

The Seventh Plan’s target is to ensure steadytprasector growth in health care services,
through greater participation in financing the bbshment of health facilities and
increased investment in the manufacturing of madsi pharmaceuticals and medical
equipment. An integrated set of policies for theedepment of the health sector will be
needed to realize these aspirations and to adiresgore-mentioned key issues.

12.1.5 Development Strategy

The development strategy of the health sector lvalimplemented through the following
objectives, policies and programs:

12.1.5.1 Obijectives

The major objectives of the health sector durirgSkeventh Plan are:

- To continue providing preventive and curativenmry health care services and
facilitate their accessibility through primary hatare centers along with ensuring
continuous support of specialist curative services.

- To continue to upgrade health standards anddioceemorbidity and mortality rates.

- To prepare and develop health manpower in ordermeet quantitative and
qualitative needs.

- To develop health management, improve informasgstems and conduct health
research.

- To ensure coordination and integration betweérhalth activities and services
provided through health care agencies, as wellhasadptimal use of available
resources.

- To enhance the role of the private sector inpitevision of health services as well as
in financing the construction and management ofthéacilities.

12.1.5.2 Policies

The major objectives of the health sector in theeGth Plan will be achieved through the
following policies:

- Continuing to implement primary health care pewgs while considering primary
health care centers as the basis for providingheatvices.

- Giving priority to the provision of comprehensikiealth care for the most vulnerable
sections of the population, particularly women Jaran, the elderly, the handicapped
and those with chronic illnesses.

- Eliminating the causes of non-communicable diegaand developing instruments
for diagnosis and treatment of such diseases, alitigimplementing preventive
methods against environmental pollution.

- Increasing the number of hospital beds in orderatbieve the planned beds /
population ratio.
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- Ensuring proper maintenance and renovation ddtiexg hospitals and their provision
with modern equipment.

- Studying the best methods for managing and opegrdlOH hospitals to allow
flexibility in decision making, to support finangnto upgrade curative service
efficiency and rationalize expenditure.

- Providing advanced diagnostic services in conityrmith internationally recognized
standards.

- Supporting organ transplant programs, establgshiedical rehabilitation sections in
central hospitals in various regions and ensurired hecessary facilities are made
available to treat handicap cases.

- Supporting emergency and relief services.

- Applying quality control programs at all healticilities and developing guidelines
for work and related procedures in each hospital.

- Applying a system of on-going monitoring and asseent for both preventive and
curative health care programs at all levels usipgcsic and clear scientific
indicators.

- Applying a cooperative health insurance systermdo-Saudis and studying the
feasibility of applying the same to Saudis.

- Ensuring coordination among the various healttioss in order to achieve optimal
utilization of resources through a supreme cownihprising relevant sectors.

- Enhancing capacities of existing medical colleged opening new branches in the
various cities to absorb more enrollments withdlme of accelerating Saudiization of
health manpower.

- Developing existing health institutes and opertieglth colleges in various cities of
the Kingdom to absorb more enroliments and meegtbeing demand for assistant
technicians.

- Expanding training and scholarship programs enKimgdom and abroad.

- Encouraging the private sector’s participationtreining health manpower through
investment in education and training.

- Enhancing the private sector's contribution ire tmanufacture of medicines,
pharmaceuticals and medical equipment.

12.1.5.3 Programs

The emphasis of programs in this sector is on wwggathe standard of health care
services, health facilities and equipment, reseamll studies, as well as manpower
development with the aim of providing preventivejrative and emergency medical

services. This will be achieved through implementrealth care programs, increasing the
number of primary health care centers and hospiégls, completing on-going health

facilities, establishing new facilities, traininfrmanpower and paying attention to research
and studies related to the improvement of headthdsirds.
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Figure 12.3: Percentage share of the private sectar total number of hospital beds.
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12.1.6 Growth Targets
The following are the targeted objectives of thee®eh Plan:

To maintain the current rate of hospital bed.dfbeds per 1000 inhabitants.

To reduce the morbidity rate of infectious digsaper 100,000 inhabitants through
immunization to 0.01 cases for diphtheria, 0.2vidwooping cough, 10 for measles
and 0.01 for neonatal tetanus per 1,000 birthsigabath eliminating poliomyelitis.

To reduce the morbidity rate of TB to less th@rcases per 100,000 inhabitants.

To reduce the morbidity rate of malaria to lésmt200 cases per 100,000 inhabitants
in high rate areas, to less than 50 cases per A@@Babitants in medium rate areas
and to less than 10 cases in low rate cases aldhgmaintaining the cleanliness of
infection-free areas.

To reduce the morbidity rate of bilharzia to letssn 200 cases per 100,000
inhabitants in high endemic areas, along with naammtg lower rates in lower
endemic areas as well as maintaining cleanlinesdagtion-free areas.

To maintain high rates of immunization of childragainst infectious diseases at not
less than 95 percent for each of diphtheria, whaoggough, tetanus, poliomyelitis,
measles, and TB.

To increase the percentage of mothers who aréded with health care by health
professionals to not less than 95 percent.

To increase the delivery rate by health profesd®to not less than 95 percent.

To increase the immunization coverage of pregmaothers against tetanus to not
less than 85 percent.

Opening and operation of 250 primary health cargers.

Addition of 4,630 hospital beds in hospitals, goof which have been established
and equipped, while others are under implementadiuh expected to be finalized
during the Seventh Plan.

To start construction of 44 new hospitals witte@acity of 50 beds each.

To start construction of 15 new hospitals witbapacity of 100 to 500 beds, as well
two centers for the treatment of chronic diseas#és avcapacity of 300 beds each.
Establishment of 500 primary health care centers.

Opening of 60 emergency centers.

Preparation and operation of 130 mobile emergerenyters per year during Hajj
seasons at the Holy sites and Hajj roads.

12.2 ©CIAL, YOUTH AND INFORMATION SERVICES

12.2.1 Present Conditions

Several agencies are entrusted with providing §opiauth and information services, the
most important of which are the Ministry of LabandaSocial Affairs, the Ministry of
Information, the General Presidency of Youth Welfand the General Organization for
Social Insurance.
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The Deputy Ministry for Social Affairs at the Mimig of Labor and Social Affairs
provides its services in two major domains: sociate and social development. The
Deputy Ministry for Social Security is responsildle the programs and projects that
contribute towards alleviating financial sufferimd needy persons, through providing
pensions to entitled persons and rendering tempomssistance during natural
catastrophies and emergency conditions as welb éisose with temporary disability. All
these services are supported by the activitieshef General Organization for Social
Insurance in the domain of social insurance for legges of both public and private
sectors and workers of the government and pub#ttinions. The Retirement Pensions
Fund provides pensions to the retired employeeth@fpublic sector, while the Saudi
Credit Bank extends its services to individuals &mailies to assist them in improving
their income, along with providing them with easym loans.

Table 12.3 shows facilities of social services, #mel number of facilities and agencies
providing such services by the end of the SixtmRl&19/20 (1999). Among these services
are pensions, assistance and rehabilitation oficetieneficiaries categories who are
capable of doing jobs consistent with their spec@lditions at rehabilitation and training

centers established for this purpose.

Expenditure on social security pensions and assisteeached SR 10.8 billion during the
period 1415/16 - 1418/19 (1995-1998), and is exquetd reach SR 13.8 billion by the end
of the Sixth Plan, an increase of 51.6 percent @etpwith expenditure in the Fifth Plan
1410/11 - 1414/15 (1990-1994). The Council of Miais’ resolution No. 75 dated
6.6.1413 increased social security allocationsabgs ranging between 43 percent and 138
percent as of fiscal year 1413/14 (1993), reflertime tangible attention given to social
care.

The General Organization for Social Insurance gts one of the major channels for
providing social and health services. By the enthefSixth Plan 1419/20 (1999), the total
number of workers covered by insurance at the pessbranch reached about 342,000,
and about 1.5 million at the occupational hazardsdh.

In the domain of sports and culture, the Generasidency of Youth Welfare implemented
a comprehensive program covering construction @fii@s in different sports and cultural
fields in more than 27 cities throughout the Kingddrhe Ministry of Information plays
an important role in enriching society’s generalowiedge along with acquainting
individuals with their heritage, values, genuinadttions and achievements, as well as
domestic and international developments includirgerdific, cultural, social and
recreational aspects. On the other hand, the Myniatquaints the world with the
Kingdom’s achievements in all domains, as wellreesKingdom’s leading role at the Arab
and Islamic level.
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Table 12.3
Social Services and Number of Units Providing Serees
1419/20 (1999)

Service Units Nug‘r?ig of
Local and Community Development:
- Community Development Centers 15
- Social Work Centers 7
- Local Social Development Committees 71
- Centers for Training and Social Research 1
- Cooperative Societies 161
Social Care:
- Rehabilitation Centers and Institutions for Paralyzed Children 25
- Residential Nurseries, Orphanages and Care Homéasr the Elderly 27
- Social Guidance and Social Observation Centers 16
Charitable Societies: 173
Social Security:
- Field Offices 76
Social Insurance:
- Branch Offices 18

Table 12.4 shows the development of youth and mndébion services by the end of the
Sixth Plan 1419/20 (1999). These youth and infoionafacilities have ensured broader
participation in regional and international competis. In the case of sports, 4,276 local
and external contests have been organized duriegSikth Plan 1415/16 - 1419/20

(1995-1999). In the area of culture, more than gifural contests have been organized in
the fields of poetry, story-telling and recitals thie Holy Quran, as well as 75 cultural

weeks, 61 folklore festivals, 215 plastic art cetdg 44 drama festivals, 600 recreational
camps and 550 public service and environmentatinaativities.

In the field of information, the broadcasting and ffansmission reached Arab States and
Middle East countries as well as North America, dpgr and Asia through satellites.
Parallel to this, there are diversified local trarssions through six broadcasting stations:
The Holy Quran, Islamic Call, General Program, Paog Two, Europe Program and
directed programs.

Concerning press and publications activity, theisig of Information issued -- up to the
end of the Sixth Plan -- licenses for 177 daily spapers, and weekly, monthly and
quarterly magazines, thereby stimulating competitrothis sector.
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Table 12.4
Youth and Information Services Units
1419/20 (1999)

Service Units Number of Units
Youth:
- Sport and cultural centers 17
- Private sport clubs 154
- Club premises 25
- Youth hostels and permanent camps 23
- Sport stadia and pavilions 12
- Leaders preparation Institute 1
- Saudi Olympic Committee
- Sports Medicine Hospital 1
- Cultural Centers 1
- Main and branch youth offices 22
- Sport Federations 22
- Literary Clubs 12
- Culture and Arts Societies 10
- Stamp collectors Societies 4
Information:
- TV Stations 123
- Radio Broadcasting Stations 25
- FM Stations 23
- Internal Information Centers 8
- External Information Offices 3
- Publications Offices 37
- SPA Offices 21
- Leased Satellite Channels 6

12.2.2 Key Issues

Notwithstanding the achievements made by the sog@ith and information services
agencies, there is always a need to develop, expaddupgrade these services to keep
pace with the changing tempo of society as wellhesnew requirements resulting from
such a momentum. Accordingly, the following keyiss should be addressed.
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1. Social Information and Indicators

Several agencies carry out social research andestuslich as the social centers in the
Kingdom, social colleges at the universities, Naihb Academy for Security Sciences, the

Center for Training and Applied Social ResearcAlaDariyah and other related agencies.

However, due to poor coordination between thes@utisns and those agencies providing

social services, the outcome of field researchiaditators derived by these agencies are
not fully utilized.

Thus, it is imperative to support and develop tlemt€r for Training and Applied Social
Research at Al-Dariyah so that it can shoulderdsponsibility for building a broad base
for social information, data and indicators on whidecision makers can rely in
formulating policies, developing programs and prejgaplans. Furthermore, these centers
must be provided with the facilities necessarytfaiing Saudi nationals in conducting
the required field surveys and research. Coordinas also of great significance between
the various government agencies entrusted witlabstiidies.

2. Positive and Adverse Impacts of Satellite Chanise

The Saudi radio broadcasting and TV transmissioeneigs are undertaking their
significant role in enhancing the flow of informati and providing the various information
services. However, the effectiveness of this r@s bhecome limited due to the ability of
the satellite channels to attract viewers at thpeese of local programs. This issue
acquires further significance over time particglaviith the continuous technological

advances in this area. Accordingly, the TV Depantinséould emphasize the production of
competing programs for all categories of societylevkaking into account the nation’s

religious values and social traditions.

3. Utilization of Leisure Time

Youth is a social category with special needs maugiithe close attention of both the
family and the state. As most youths have relagivehg leisure time, it is imperative to

develop adequate means for helping them to utilizé leisure time for their own benefit

in particular and for the benefit of the societygeneral. The facilities and services of the
General Presidency for Youth Welfare -- which engayplus absorptive capacities --
could be utilized in this respect through the psan of further incentives for youths to

make use of these clubs and various facilities.

12.2.3 Productivity

In order to improve the productivity of social, youand information services in the
Seventh Plan period, the following requirementd alve to be satisfied:

- Optimal utilization of existing service faciliseand infrastructure to serve the
maximum number of people.

- Conservation and maintenance of infrastructure lmghly efficient manner.
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- Development and training of manpower.
- Continuous evaluation of the efficiency of praaitprograms.

12.2.4 Role of the Private Sector

In the context of the trend to encourage the peivaector, the social, youth and
information services sector has paved the wayHergdrivate sector to participate in the
implementation of following activities:

- Establishment and maintenance of all facilitidssocial, youth and information
services.

- Establishment of voluntary and benevolent prgjethat contribute towards
supporting social care.

- Production, authorship and distribution programasvell as investment in the field of
information media.

12.2.5 Development Strategy

The development strategy of the social, youth arfdrination services sector in the
Seventh Plan will be implemented through the follayv objectives, policies and
programs:

12.2.5.1 Objectives
The major objectives of the social, youth and infation services sector during the
Seventh Plan period are as follows:

- To enhance the sense of belonging to the Faiththa Nation, and to promote
awareness of the development plans’ achievements.

- To develop Saudi Society by providing neededaatevelopment and social care
programs, as well as raising citizens’ participatioerein.

- To achieve balanced regional growth in the piriowisof social services and social
care programs throughout the Kingdom.

- To raise the income of individuals and needy @esghrough assistance and support
of their own efforts.

- To continue to apply the social insurance systéimough both pension and
occupational risks branches.

- To upgrade the quality of information programgermms of their social and cultural
contents.

- To develop youth welfare programs in social, yoand information fields.
12.2.5.2 Policies

The achievement of the major objectives of the apgiouth and information services
sector depends on the implementation of the folowaolicies:
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- Further development of social care through estaméent of more social homes,
centers and institutions, encouragement of fostailfes to care for orphan children
and those with special needs, as well as suppottieghandicapped assistance
program and voluntary social work.

- Expanding the provision of social developmenvisess to urban and rural areas as
well as development of service and social develoypiroenters.

- Continuing to provide social security services asdistance to beneficiaries in order
to help them improve their standard of living thgbiutheir own efforts.

- Expanding the application of the social insurasgstem to cover both government
and private sector workers, while ensuring integrabetween this system and the
civil pension system.

- Improving the criteria and principles governinget evaluation of information
programs, while drawing on the experience of coestrwith outstanding
international experience in the information indystcontinuing membership in
international, regional and Arab information orgations and utilizing the
information agreements reached with these orgaaimatin conformity with the
sensibilities of Saudi society.

- Emphasizing awareness programs that reflect ahgewof work, family solidarity as
well as combating adverse phenomena.

- Enhancing the cultural and intellectual environtni@ ways that contribute towards
enhancing cultural and literary life in the Kingdom

- Expanding the base for financing programs thropigéate companies.
- Ensuring coverage of all regions of the Kingdoyririformation services.

- Continuing to replace non-Saudi workers by Saudisile developing and training
Saudi nationals through scholarships or on-thetfaning.

- Giving further attention to the youth welfare grams.

- Encouraging the private sector’s participatiorthe establishment and management
of youth centers to develop the physical and ietéllal capabilities of youth.

12.2.5.3 Programs

The programs of the social, youth and informatierviees emphasize accelerated social
development and the enhancement of informationyamnth welfare activities, support for
cooperative and private activity and improving liéiels to promote local development,
promotion of sports, cultural and social activifiesmpletion of ongoing social services
infrastructure projects, implementation of new pobg as well as training of manpower
with due emphasis on research and studies relatibe tlevelopment of society.

12.2.6 Growth Targets

Demand for social services and youth activities etpected to grow as a result of the
natural increase of population and the increaséidaiion of programs on offer.
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During the Seventh Plan, the number of benefigafiem social development services
will increase from 197,000 to 238,000. In the figfinstitutional care, the absorptive
capacity of shelter institutions will increase froB8v,228 beneficiaries to 52,584.
Concerning the support of private and cooperatioviies, the number of subsidies
granted to benevolent societies will increase frbf8 to 183, while subsidies granted to
cooperative societies will increase from 164 to .1Téncerning Youth Welfare, the
number of youths participating in sports, cultueald social programs is expected to
increase from 546,830 to 600,000.

As for the information sector, the planned grovétes are as follows:

- Increase of broadcasting coverage from 95 periwefi7 percent of beneficiaries by
the end of the Plan.

- Increase of Channel 1 TV coverage from 90 perte®5 percent of the population
by the end of the Plan.

- Increase of Channel 2 TV coverage from 75 perte®5 percent of the population
by the end of the Plan.

12.3 CULTURAL SERVICES

Cultural services constitute a major componenhefdocial dimension of the development
process, which combines with the economic dimengiotlevelop the capability of Saudi
citizens and improve the quality of their lives. @uhe course of successive five-year
plans, cultural services have made significant ridouions in developing social progress
in all its spiritual, material, intellectual, atits and emotional aspects. Although Saudi
culture is closely associated with Islamic and Acalilization, it has become necessary to
make contact with foreign cultures and civilizaspwith the aim of benefiting from
positive intellectual, literary and artistic aspgeeind avoiding negative aspects that run
counter to the well established norms of Saudietgcand in order to rationalize access to
the outside world.

12.3.1 Present Conditions

The Kingdom'’s progress in education and overallettgwment has brought considerable
advances in public awareness and has createddhctiltural life, as clearly manifested by
the volume of contributions of both male and femalg¢hors (currently numbering more
than 500) in various arts. Such cultural progress also be seen through the Kingdom’s
12 literary clubs that operate in different parfsttee country under the auspices of the
General Presidency of Youth Welfare. These litedwps, together with 10 branches of
the Saudi Arabian Society for Culture and Arts, agey in several cultural activities,
through symposia, literary evenings, lectures, bmaklishing, along with artistic activities
in theatre, plastic arts and music. By the enchefS3ixth Plan period, several cultural and
artistic events have been organized, including al&84 events in story-telling and
literature, 215 plastic arts events, and 61 folkléestivals, the most prominent of which is
the Al Janadriya National Heritage and Cultureit@st which is held annually. In addition
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44 dramatic arts’ festivals have been organizedl ab3 scientific events have been
organized, together with over 550 events in enwvirental and community services

activities. The Kingdom’s information media assua@rimary role in dissemination of

general culture and in promoting awareness ofasiszthrough the cultural and scientific
material presented by the Saudi radio and TV statidlews reporting and analysis, as
well as cultural and intellectual material and speged scientific presentations and
discussions, are all served by the Kingdom’s 12spapers and 165 magazines.

King Abdul-Aziz Research Center is an importanttitnson of national culture. The
Center undertakes the archiving and documentatiatneo Kingdom’s history, and is a
fundamental reference resource that provides sficeahd historical services to students
based on the valuable documents owned by the cadpeto the end of the Sixth Plan
period, the King Abdul-Aziz Research Center hadaurits computerized cardex system a
total of 750,000 documents, plus 46,800 informatgmurces. The King Abdul-Aziz
Research Center library has completed indexatidgheohational center for documents and
manuscripts and now houses over 90,000 manusciipts.Center publishes a quarterly
magazine, and has published the Kingdom’s histbattas which contains 118 maps. The
King Abdul-Aziz Research Center also undertakeserotcientific projects, such as
preparing encyclopedia of the Kingdom’s “who is Viha dictionary of the Kingdom’s
history and documentary films.

Libraries and publishing houses in both the pudtid private sectors assume a vital role in
invigorating cultural life and in supporting culédiractivities. Both made tremendous

efforts to print, publish and distribute books. TloBowing achievements are particularly

noteworthy in this respect:

- King Abdul-Aziz Library makes available varioususces of information, including
books, periodicals, and audio-visual material, linbeanches of human knowledge.
The library is actively engaged in reviving Islanaicd Arab heritage, and cooperates
with research centers and libraries at local, mgjicand international levels in
pursuing its objectives. It also makes its servevesilable to all categories of society
and now boasts acquisitions made up of 78,000 Htek, 1,015 periodicals, 18,000
manuscripts, 70,000 documents, 3,000 audio-visapés and 3,000 various other
items.

- King Fahd National Library acquires the most impot books, periodicals and
documents in all branches of science and knowledgk makes them available to
researchers and readers. It also provides libnadyisformation technology services
and publishes a monthly bulletin in this respetie Tibrary awards ISBN licenses to
locally printed books. In the course of these é#oKing Fahd National Library has
compiled a catalogue of Saudi authors, as well @dighing houses in both the
public and private sectors. According to the ligreount, the Kingdom boasts a total
of about 3,090 authors, both male and female, phaut 231 private libraries and
publishing houses, besides about 129 governmebtaties and publishing houses.

In the field of cultural and environmental herita¢jge Ministry of Education undertakes
planning, follow-up and supervision of archeologidascoveries, including maintenance
and wide-scale announcement and promotion of suidtovkries. The National
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Commission for Wildlife Conservation and DeveloptefNCWCD) assumes
responsibility for natural and environmental reses; including conservation,
development and upgrading of these resources.

In the area of archeological finds and museumsNdgonal Museum in Riyadh and Al
Masmak Museum of History are home to several aflolgezal acquisitions. Ongoing
archeological excavations in all parts of the Kiogd yield valuable archeological
discoveries. Active efforts are also made in repa#movation and maintenance of
historical palaces, mosques, sougs and settlemess & different parts of the Kingdom.

12.3.2 Key Issues

1. Study of the Cultural Scene

Despite the positive efforts, initiatives and deypshents that have previously taken place
in the field of cultural services, the need stitists for a comprehensive study of the
cultural scene. Such a study should be undertakesugh the combined efforts of

intellectuals, research and study centers, edugtiostitutions, cultural bodies and

publishing houses. Financial and moral support htherefore be provided to back up

these efforts and a specific program should begsegbto implement the above-mentioned
tasks.

2. Interaction with the Global Cultural Scene:

Interaction with the global cultural scene is tlssence of national cultural activity. Both
the government and the intellectuals share theoresbility to promote public awareness
of the reality of the global cultural scene, intbdais positive and negative aspects. This
requirement therefore calls for the state to prevall types of support, and for the
intellectuals to contribute through their cultuoaltput and the responsibilities they assume
in the various positions they hold, to promote pulawareness and to influence social
behavior towards all activity that promotes andpgufs spiritual and moral values.

3. Cultural Institutions

Over the course of the successive five-year dewedmp plans, the cultural institutions and
agencies have made significant contributions tadtheslopment of cultural services. It has
become necessary, however, to intensify effortsnduhe Seventh Development Plan to
regroup cultural services within a single instibmi@l framework, which would operate

under the guidance of a comprehensive national fadevelop cultural services. The

significance of adopting such an approach acq@dettional importance as a result of the
accumulation of developmental achievements, thee lgiaven rise to the improved quality

of social life, in addition to the influences brdmwgabout by the relevant changes and
developments.
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12.3.3 Development Strategy

The development strategy in the cultural servieedos will be implemented through the
following objectives, policies and programs:

12.3.3.1 Obijectives

The major objectives of the cultural services sedtaging the Seventh Development Plan
are as follows:

- To exalt the values of Islamic and Arab civilipais.

- To enrich and continuously develop the intellattiacilities and activities and to
support scholarly and academic studies.

- To develop a clear vision in dealing with the motoemof world cultural output.
- To promote intellectual, literary and artistic poation.

- To support endeavors which seek to enrich thequedity of the citizen and build his
integrity.

- To develop and enrich child culture.

12.3.3.2 Policies

The following policies will be adopted in order achieve the above-stated objectives of
the cultural services sectors during the Severdh:PI

- Undertaking and encouraging in-depth studies eeskarch in various areas of
Islamic heritage.

- Encouraging the compilation and verification @ritage, and ensuring that part of
the activities of government-supported cultural reges is directed towards this
effort.

- Continue to publish encyclopedias and dictiorsaredating to Arab culture.

- Exploiting the opportunities offered through m@gal and international organizations
of which the Kingdom is a member, in bolsteringterdl activity, through benefiting
from other experiences as well as asserting thiematcultural presence outside the
Kingdom.

- Increasing the scope of the Kingdom’s participatin international book fairs and
art exhibitions.

- Adopting a national plan for book publishing irengral, and for translation in
particular. The plan would be formulated and suigeq/ in joint cooperation with
universities, literary clubs and government agesicend would define important
priorities and desired directions.
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Continue to hold the Saudi cultural week in atbiA countries as well as in selected
foreign countries, and hosting similar events ind@arabia.

Continue to support the participation of Saudeliectuals and men of letters in
international cultural conferences, festivals, sgsia ancexhibitions.

Seek to intensify participation in dramatic andisic activities in Arab and
international forums.

Setting up a higher cultural council with thelktad defining the general framework
and basic directions, as well as developing theswanyd means of supporting such
directions.

Continue to support public and school libraries.

Developing the literary clubs and the Saudi Sycwf Culture and Arts and its
branches.

Enhancing the value of culture in educationaltiinsons, through inclusion of
general culture into educational curricula.

Supporting the plastic arts by developing thesixg exhibition halls, including the
addition of ateliers for professional and amatetists. The idea of encouraging the
acquisition of plastic art works as a basis foreanpanent art gallery should also be
encouraged.

Developing existing museums and activating tipeograms, as well as providing
museums with documentaries, historical and artilgications.

Encouraging private sector cultural instituticlosparticipate in cultural activities,
and providing all possible facilities, incentivesdgprizes to creative persons.

Encouraging literary clubs, and the Saudi SocfetyCulture and Arts, as well as
other existing cultural institutions, to expand pablishing national cultural and
intellectual output.

Taking the necessary measures to facilitate lexckange and circulation.

Supporting the book fairs held periodically byetigovernment or by relevant
publishing agencies.

Considering the idea of establishing centerstf@ development of child culture
equipped with suitable scientific tools, means acficing hobbies, small libraries
and children’s theatres.

Giving attention to children’s libraries and a#n sections in public libraries, and
continuing to provide them with new issues of di@lds books and magazines.

Stimulating the production of cultural material fohildren, including publications
and information and cultural programs, and encangagpecialists in this field.

Increasing the number of cultural programs oniaaahd TV, and stressing the
requirement to broadcast cultural activities.
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- Strengthening the relationship between intellalstand artists on the one hand and
mass media and other cultural centers on the b#ned, removing any obstacles that
might stand in the way. These agencies should musee of their expertise to
disseminate as much cultural and artistic outpyttossible to all sectors of society.

- Establishing a Kingdom-wide cultural databaset twauld serve individuals and
organizations.

12.3.3.3 Programs

Effective implementation of the major programs lod tultural services sector calls for a
feasibility study on the possibility of setting tige following institutions:

1. Higher Council for Culture & Arts

It has become necessary to consider the possibflggtting up a higher council of culture
and arts. This idea is deemed necessary in vigleofequirement to deal with the cultural
challenges of modern times, which call for a lugdglon and a general course of action for
cultural endeavors.

2. Public Commission for Literature, Arts and Scierce

Serious thought should be given to the feasibditgstablishing a ‘Public Commission for
Literature, Arts and Science,’ to undertake two am@nt tasks, namely, to take good care
of the artistic and literary heritage of the Kingadoand increase the scope of cultural
exchange with refined models of world cultures.

Areas of activity of the proposed commission wilaa the following fields:

- to record, document, study, preserve and publishartistic and literary heritage of
the Kingdom.

- to publish Arabic books and facilitate their cikation.

- to boost the momentum of heritage services argtdmote translation from and into
Arabic.

- to strengthen international cultural relationsltural exchange agreements, and to
support Arabic and international cultural weeks tesdivals.

3. Arts Academy

Existing needs require that serious consideratiengiven to the idea of conducting a
feasibility study to set up an arts academy to tm#le the task of developing and
supporting professional staff in the fields of aesd arts criticism, capable, in the
short-term, of training a generation of professisna these fields, which will guide and
evaluate artistic activities, and thereby develbpse subjects, as well as strengthen a
national cultural identity. The arts academy maylude specialized postgraduate
institutes, such as: a Higher Institute for Dramadis, and a Higher Institute for
Criticism. The arts academy would start with tweatitutes, to which others would be
added gradually.
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12.4 RELIGIOUS AND JUDICIAL SERVICES
12.4.1 Present Conditions

The Ministry of Justice provides various judicig@ngces, while the Ministry of Islamic
Affairs, Endowments, Call and Guidance is respdasfbr propagation of Islamic call
inside the Kingdom and abroad, taking care of pitileopic endowments and Al-Arbatah,
as well as investment of the proceeds of endownemtshe benefit of Muslims. The
Ministry also supervises the construction and nemiahce of mosques and cares for
Islamic communities and minorities abroad. The Bty of Hajj takes care of pilgrims
and performers of Umrah and provides services aallitfes that assist them in
performing their holy rites. The General Presidentyhe Holy Mosque and Prophet's
Mosque provides services for these two holy mosques

The General Presidency of Scientific Research #add responsible for issuing judicial
opinions (Fatawa) on Sharia matters and for comagi@nd distributing Islamic research
and studies. The General Presidency for the Mgrdliommittees is responsible for
preserving local mores and high standards of puigicavior for encouraging people to
adhere to Islamic teachings.

The religious and judicial affairs sector realizaghgible achievements during the Sixth
Plan period, the most eminent of which was refl@etethe continuous expansion of the
Holy Mosque in Makkah to about 356,000 square mseterd the Prophet’'s mosque in
Madinah to about 418,000 square meters, along pritliding both holy mosques with

furniture and integrated air-conditioning systeriifie number of mosques under the
supervision of the Ministry of Islamic Affairs, Eadments, Call and Guidance reached
41,000 mosques. The Ministry of Justice establisB@2l general and specialized courts,
121 notaries public, 5 follow-up units and 11 bizes throughout the Kingdom, which

contributed towards the settlement of a large nundfelegal cases and notary public
transactions.

King Fahd Complex for Printing the Holy Quran prodd -- since its initial operation in
1405 -- about 150 million copies and more thansi@inhic publications, in addition to 43
translations of the Holy Quran meanings.

With regard to the development and investment ofapthropic endowments’ returns, a
number of housing complexes and charity endowmeanrtkets were constructed, along
with taking care of Al-Arbatah and supporting en@owlibraries. The Ministry of Hajj
established 18 centers for religious guidance lgfipns, modernized the pilgrims transport
fleet by the addition of 3,900 buses and suppactedrol committees. The Ministry also
continued to supervise Tawwafa Organizations, GuidaEstablishment, the pilgrims’
transport vehicles syndicate and the consolidatedazemah office.
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12.4.2 Key Issues

Notwithstanding the achievements made by the wmlgiand judicial services sectors,
there are still some key issues which should beesddd in the Seventh Plan. These issues
are:

1. Awareness and Guidance

The awareness and guidance activities of the vari@ligious agencies still require
regulation and enhancement on the basis of an agpipremanating from an awareness
strategy prepared jointly by all concerned agend@hancing the awareness and guidance
work entails the preparation of a multi-languagefied guidance directory covering
directions pertaining to worship, religious ritualsd the holy places. It is also imperative
in this connection to expand the introduction ofoawation and computer networks in all
religious agencies.

2. Judicial Services

Notwithstanding the achievements made by the jabgystem and the ongoing efforts of
the Ministry of Justice to support the judicial ®m and enhance its services, the system
still requires more permanent premises for cojutiges, registrars and notaries public.

The Ministry will make every effort to increase thember of courts in all regions of the
Kingdom, introduce computers in all services teatnline work procedures and accelerate
the settlement of cases, while attracting qualifie@hpower, particularly judges, registrars
and notaries public.

12.4.3 Role of the Private Sector

In the context of the government’s efforts to sittien the private sector’s participation in
the activities of the religious and judicial serscsector, the following steps will be taken:

- Providing opportunities to the private sector participate in financing the
construction of some facilities of the religiousigadicial services.

- The private sector shall carry out maintenanog @eaning tasks for many of the
religious and judicial services’ facilities.

12.4.4 Development Strategy

The development strategy of the religious and jatigervices sector will be implemented
through the following objectives, policies and piags:

12.4.4.1 Objectives

The major objectives of the religious and judigalvices sector during the Seventh Plan
are as follows:
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To promote recitation, memorization, comprehemsigoroper reading and
dissemination of the Holy Quran.

To take care of mosques.

To attract suitable employees into the sectatyoting judges and other categories.
To provide services and facilities to pilgrimsddomrah performers.

To call people and guide them to adopt Islam.

To demonstrate the Kingdom’s efforts in suppatislamic work and Muslim
communities and minorities.

To make an inventory of endowments and ensunagstment of their returns, while
looking after these endowments and endowed litgarie

To take care of Al-Arbatah and their residents.
To meet the various regions’ needs for judicalies.

12.4.4.2 Policies

The major objectives of the religious and judigalvices sector in the Seventh Plan will
be achieved through adoption of the following piekc

Continue to release the publications of the Kkahd complex for Holy Quran
printing, and ensure continuous translation by tleenplex of the Holy Quran
meanings into different languages.

Taking care of mosques as well as their developraed maintenance.

Supporting charity societies of Quran memorizatimd encouraging young Muslims
for memorization and recitation of the Holy Quran.

Giving priority to court clerks and registrarggaeding employment in the judicial
system along with training Saudi manpower.

Streamlining procedures and means of litigatinod ansuring accelerated settlement
of cases.

Improving the centers assigned for guidance dfripis and organizing their
movement, increasing the number of centers foriggigilgrims who lose their way
while performing their rituals and increasing thember of centers for receiving
complaints of pilgrims at Makkah, Madinah and ttieeo holy places.

Training employees involved in Hajj and Umrah indties in accordance with
advanced technical and administrative practices.

Ensuring further coordination between the Hajpttal Committee, Hajj missions
and the other government agencies in order to geolbest services to pilgrims and
Umrah performers.

Supporting the Kingdom’s efforts in Islamic sality, publication and distribution
of Islamic books, countering subversive movement$ principles and refuting the
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doubts raised about Islam. It is also imperativéhia respect to establish a unit for
Islamic awareness on Hajj at Makkah.

- Continuing to take care of the Saudi Islamic eentand institutes abroad, and
consider assisting some other Islamic centers acétges abroad.

- Controlling and making an inventory of endowmentsd issuing pertinent legal
deeds, developing the various endowment assetgnaptitilization of existing
commercial complexes and establishment of new cgrad,continuing to meet the
conditions of those making endowments with regarthé utilization of the financial
returns of each endowment.

- Concluding contracts with some service compari@sundertake supervision,
security, cleaning and maintenance aspects of Abfah, along with conducting
social follow-up studies for residents therein.idt also important to consider
cooperation with charities for women regarding Abatah allocated for women.

12.4.4.3 Programs

The programs of this sector during the Seventh RBlaphasize the development of the
religious and judicial service facilities with theam of increasing their number and

enhancing their capacities, along with manpowenitig and research and studies related
to improving the standard of religious and judigatvices.

12.5 VOLUNTARY SERVICES

The government has always stressed the significaficeoluntary work through the
educational and awareness activities of the agempeaviding religious, educational, social
and information services, while coordinating withivpte efforts and encouraging the
private sector to contribute to voluntary work iarious fields. The role of the private
sector in voluntary work received continuous attenin successive development plans.
The Sixth Plan emphasized “continuing the encourege of cooperatives, as well as
private benevolent and commercial societies anditutisns to undertake social and
economic projects such as the management and igpecdtsanitaria, hospitals and clinics
and the building of premises for charitable insiins, tourist and recreation centers”. The
Seventh Plan devotes a special strategic prinégleroluntary work as reflected in the
fifth strategic principle which state®Developing voluntary services, inculcating the
concept and significance of such services on the ph the individual citizen and
improving their methods and performance techniques”

12.5.1 Present Conditions

Voluntary services encompass voluntary, religiaegial, educational, health and other
services. The Ministry of Labor and Social Affaiss responsible for supervising the
activities of charitable societies as well as lab&telopment centers and committees.

Charitable societies are an example of organizéahtary work. The number of charitable
societies by the end of the Sixth Plan reached &f78hich 20 were charitable societies
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for women which provide services in various socalicational, health and training fields,
as well as providing financial assistance to ngaelgons. Members of charitable societies
by the end of the Sixth Plan reached about 27,600vhom about 2,505 were women.
Table 12.5 shows some facilities and services sigest by the charitable societies by the
end of 1418/1419 (1998).

Table 12.5
Voluntary Facilities and Services Supervised by Chéable
Societies by the end of 1418/19 (1998)

Type of Service Number

1. Kindergartens 114
2. Day Care Centers for Handicapped Children 20
3. Residential Nurseries for Children 14
4. Children's Clubs 8
5. Girls' Education Centers 31
6. Women Tailor Shops 16
7. Computer Training Centers 26
8. English Language Teaching Centers 25
9. Residential Care Centers for the Elderly 4
10. Residential Centers for the Handicapped

Total 262

12.5.2 Key Issues

Development of voluntary services requires that esotonstraints and issues which
emerged during the Sixth Plan be addressed, such as

1- Coordination and regulation of voluntary charitable efforts

The agencies undertaking voluntary work will hawebdordinate and regulate their efforts
in order to contribute effectively to social devateent, in addition to government efforts
in this respect.

2- Charitable work information and data

Due to the multiplicity of agencies providing chiable and voluntary services, it is
imperative to classify these services and collel#vant data and information in order to
determine the volume and type of such servicesandequently develop them over time.
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12.5.3 Development Strategy

The development strategy of the voluntary servesesor will be implemented through the
following objectives and policies:

12.5.3.1 Obijectives

The major objectives of the voluntary services @eduring the Seventh Plan are as
follows:

To improve the standard of voluntary services.
To increase citizens’ participation in voluntanyd charitable programs.

To realize balanced growth of voluntary servigesthe various regions of the
Kingdom.

12.5.3.2 Policies

The major objectives of the voluntary services @eduring the Seventh Plan will be
achieved through the following policies:

Encouraging the establishment of charitable siesieand enhancing the role of such
societies in the domain of voluntary work.

Expanding the activities of charitable societieshe various fields of social services
and social care throughout the Kingdom.

Providing financial and technical support forwatary charitable societies.
Promoting awareness of the importance of volyntark.
Coordination between government agencies enttwgité training of volunteers.
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13. TRANSPORT & TELECOMMUNICATIONS

This chapter highlights thachievements made in both transport and teleconuation
sectors during the Sixth Development Plan periatigeals with the key issues that should
be addressed during the Seventh Development Plabje@s related to production
efficiency are also covered by this chapter, whatdo highlights the general objectives,
policies and programs of both sectors during theeSia Development Plan.

13.1 TRANSPORT
13.1.1 Present Conditions

The transport sector is a primary element in tHeagtructure system which forms the

basis for comprehensive socio-economic developnieptovides direct support to other

development sectors, such as agriculture, indwstd/mining, and ensures the linkage of
population settlements.

The Ministry of Communications (MOC), the Saudi IRalys Organization (SRO), the

Saudi Ports Authority (SPA), the Presidency of Chwviation and the Saudi Arabian

Airlines Corporation (SAUDIA) are the major agersciesponsible for the establishment,
management, operation and maintenance of thisr&ekty facilities.

In the domain of land transport, the Ministry of Mmunications expanded the roads
network and improved its efficiency, with the lemgif paved roads reaching about 45,400
km by the end of the Sixth Development Plan 141918®9). Table 13.1 and Figure 13.1

show the development of the road network in thegom during the Sixth Development

Plan period.

In the context of improving efficiency and maintaig roads, the ordinary and preventive
maintenance tasks carried out by the Ministry omBuwnications covered about 37,000
km of paved roads and bridges. The developmenhefrbads network and improved
efficiency led to the decline of traffic accidefitsm 167,300 in 1416 to 153,700 in 1418,
or by 8 percent.
Table 13.1
Development of Road Network during the SixttDevelopment Plan Period
(thousand km)

Paved Roads Unpaved
Year Main Secondary Total Roads
1414/15 13.9 28.3 42.2 95.9
1419/20* 14.8 30.6 45.4 106.6
Increase (%) 6.5 8.1 7.6 11.2

* Estimate
Sources. MOC
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Figure 13.1: Paved Roads Network
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The Saudi Arabian Public Transport Company (SAPTQ®)vides regular public
transport services within 9 main cities and arods0 cities, villages and hamlets. The
services of SAPTCO also extend to 8 neighboringhtrees in addition to the services it
provides in transporting pilgrims and Umrah perfersa During the first four years of the
Sixth Development Plan, the company transportedniflon inter-city passengers, 17
million inter-city passengers and about 2.1 millinternational passengers.

The Saudi Railways Organization operates a 1,391Inktwork of main and secondary
railroads, three main passenger stations, the ahtyip Riyadh, and a fleet of locomotives
and cars.

The performance of railroads improved markedly dwihg the establishment of the
Riyadh Dry Port, with revenues from that sourceoacting for 68 percent of total

revenues from main activities in 1418/19 (1998)0SR expected to transport a total of 3
million passengers and 9.2 million tons of freightring the Sixth Development Plan
period. Figure 13.2 and Figure 13.3 show the nunabgrassengers and the volume of
transported freight.

Eight major ports are now in operation in the Kiogg with a total of 183 berths featuring
a design capacity of 252 million tons per year.|&d8.2 lists the number of commercial
and industrial ports in the Kingdom, including dahble berths and capacity utilization
rates.

Table 13.2
Commercial and Industrial Ports during the Sixth Development Plan

Available Annual Design Capacity  Utilization*

Ports Number Berths (million tons) (%)
Commercial 6 137 66.8 48.5
Industrial 2 46 184.7 31
Total 8 183 251.5 36

* Estimated 1419/20 (1999)
Source: SPA

The Islamic Port of Jeddah is the Kingdom’s largestmercial port in terms of the
number of available berths (58), followed by Kindgpdul Aziz Port in Dammam (39
berths). The two King Fahd Ports in Jubail and Yaskrve the two industrial cities.
Generally, the Kingdom’s ports enjoy sufficient theicapacities. In 1418/19 (1998),
Jeddah and Dammam Ports achieved utilization rafe§7 percent and 55 percent
respectively.
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Figure 13.2: Number of Passengers Transported by Reoads

Figure 13.3: Volume of Freight Transported by Railoads.
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Cargo handling in the major ports rose from 86.8ioni tons in 1414/15 (1994) to 91
million tons in 1418/19 (1998). It is noteworthyatithe Royal Decree No. 7/B/16941 of
16.11.1417 called for the assignment of managenopet;ation and maintenance of ports
and the provision of associated equipment to theag sector, while the Council of
Ministers’ resolution No. 201 of 6.11.1419 reinfedcthis trend of giving a greater role to
the private sector in the management and operafigrorts. This resolution called for a
review of organizational structures and measursswall as studying the feasibility of
establishing free zones in the Kingdom’s ports angilroad between the Red Sea and
Arabian Gulf ports. Figure 13.4 shows the volumeayo handled by the commercial and
industrial ports.

In the domain of air transport, the number of aitpeeached 25, in addition to the King
Fahd International Airport which was opened in Bastern Region by the end of the Sixth
Development Plan. Table 13.3 shows the classifinatf these airports by operational
criteria.

Table 13.3
Airports in the Sixth Development Plan
International Regional Domestic Total
In Operation 3 7 15 25
About to Start Operation 1 - - 1
Total 4 7 15 26

Source:  Presidency of Civil Aviation

The three international airports in Jeddah, Riyadd Dhahran account for 79 percent of
total air transport traffic. The total number ofiging and departing passengers through the
Kingdom’s airports is expected to reach about 13liom passengers during the Sixth
Development Plan, while the total cargo traffieigpected to reach about 2.2 million tons
during the same period. Figure 13.5 shows theiligion of passengers at airports by
category.

SAUDIA operates regular flights between 25 domedigorts and to 44 foreign
destinations. Work is under way on implementingreagpam for updating the SAUDIA
aircraft fleet, including the purchase of 61 modairctraft of various sizes. SAUDIA’s
share of the international air transport marketatml from the Kingdom reached 44.6
percent in 1418/19 (1998), while its share of taego market was 59.2 percent during the
same year. Figure 13.6 shows the number of passetigasported on scheduled flights.

Notwithstanding these positive developments andesements, some constraints and
issues still impede the development of this seatar should be addressed in the context of
the Seventh Plan’s strategic directions.
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Figure 13.4: Cargo Handled Via Commercial and Indusrial Ports
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13.1.2 Key Issues

In the context of developing the transport netwamnkl improving production efficiency of
available capacities, some issues have emergedwshmuld receive substantial attention
in order to realize planned objectives. These ssue:

1- Organizational Structures

Strengthening the private sector’s role in the arati economy constitutes one of the
significant directions of development strategy he Kingdom. However, there are some
issues affecting the implementation of this poliaythe transport sector, namely the
inadequacy of the financial and administrative tegons in relevant establishments.
These regulations will have to be reviewed to emsilwe appropriate conditions for
encouraging the private sector to effectively pgyate in the provision of transport
services.

2- Information Systems and Data Bases

Notwithstanding the great efforts exerted by agemdnvolved in the preparation and
analysis of data bases, there remains a need forptbvision, coordination and
improvement of further information to facilitate ethanalysis of demand for various
transport services, the detailed analysis of codetermining the rates of capacity
utilization and ensuring reliable data about thieicle fleets.

3- Traffic Safety

Notwithstanding the measures taken to upgradettrelard of traffic safety on the roads
network, traffic accidents and the resulting maleand human losses still constitute a
waste of socio-economic resources. In 1418 for @@ma total of 153,700 traffic
accidents took place resulting in 3,400 fataliti€sis calls for further efforts to improve
the proficiency and behavior of drivers. Stringemles should also be applied in
monitoring traffic and in inspecting the techniacadndition of vehicles, along with
dedicating sufficient attention towards raisindftcaawareness.

4- Environmental Impacts

Expansion in the transport sector’s facilities amcteased traffic have adverse impacts on
the surrounding environment as a result of pollutamissions, particularly in high
population density urban areas. This requires éurdfforts to eliminate pollution hazards,
to raise awareness of the risks and problems daf@maental pollution, to develop codes
for the various types of pollutants, to apply resitre measures to eliminate such negative
aspects and to ensure the use of lead-free fuel.
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Figure 13.5: Distribution of Passengers by Airports

Figure 13.6: SAUDIA - Passengers Transported on Ratar Flights
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13.1.3 Productivity

Performance indicators and standards reflect steapggovements in operating efficiency
on the part of agencies operating in the transgeotor during the Sixth Development Plan
period. SAUDIA’s seat load factor increased from @ cent in 1414/15 (1994) to 64
percent in 1418/19 (1998), while labor productivitgreased from 228,000 ton km to
231,300 ton km during the same period.

The operational performance of the ports improvedemployee productivity grew by
about 7 percent during the period 1414/15-1418/1994-1998). Over the past six
development plans, there has been substantial afgweht of the ports in terms of both
facilities expansion and improved operating efficig, resulting in a decline in the time
spent by a ship in port to 39 hours.

In the field of railroads, the rate of covering ogaeng expenses directly from revenues
increased from 52 percent in 1414/15 (1994) to 68&egnt in 1418/19 (1998), while

employee productivity in passenger and cargo traffcreased by about 60 percent from
258,000 (ton + passenger) km in 1414/15 (1994) 12,600 (ton + passenger) km in
1418/19 (1998).

In order to achieve further productivity improvertgein the transport sector during the
Seventh Plan period additional regulatory measutitdbe adopted to facilitate the shift

towards private sector operation and expansiomefttansport sector, while ensuring an
appropriate balance between commercial gains aridldxenefits.

13.1.4 Role of the Private Sector

The Sixth Development Plan aimed to give the pe\sgctor more opportunities to operate
the facilities run by the government. Some meashae® been taken in this regard, as a
Council of Ministers’ resolution was issued givitige private sector a greater role in
managing and operating the ports. Thus, all poeratpon and maintenance tasks and the
supply of relevant equipment have been leaseda@tivate sector. Furthermore, a Royal
Decree has been issued on the establishment of fdesy shops at the Kingdom’s
international airports, in addition to licensingpavate airline company to operate in the
field of private air transport.

Work is under way on studying private sector pgéton in the management and
operation of railroads, determining the most appat@ means for improving efficiency as
well as studying the construction of roads by thegbe sector.

The adoption of effective policies and measurethveiineeded to achieve these aspirations
and to address the above-mentioned constraints iasdes during the Seventh
Development Plan period.

13.1.5 Development Strategy

The development strategy of the transport sectdl @ implemented through the
following objectives, policies and programs:
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13.1.5.1 Obijectives

The major objectives of the transport sector duthmg Seventh Development Plan are as

follows:

- To improve the standard of operational efficiency

- To reduce dependence on government funding andctease the private sector’s
participation in the management and operationasfgport facilities.

- To maintain transport facilities and to dedicatention towards maintenance
aspects.

- To achieve a balance between the adequate eppaofsdomestic and international
transport networks and the expected growth in denzand traffic on the one hand,
and taking into account safety aspects and reduttiegadverse environmental
impacts on the other.

- To ensure optimal utilization of available cap&s.
13.1.5.2 Policies

The objectives of the transport sector will be aghd through the following policies:

- Improving organizational structures and existimgasures to expand the private
sector’s role in establishing, operating and manmntg transport facilities within a
framework that ensures a balance between the st$ené society and the aspirations
of the private sector.

- Promoting economic efficiency in the various sjport modes and reviewing service
prices so that they at least cover delivery costs.

- Increasing capacity utilization rates through ioyed operating efficiency and
adoption of adequate marketing policies.

- Developing corrective and preventive maintengorograms to protect and maintain
investments in the sector.

- Applying economic criteria when investing in néilities.
- Improving technical skills of national manpowe&daupgrading their productivity.

- Improving data collection, particularly relatedl traffic accidents, and developing
traffic safety programs.

- Intensifying the monitoring of drivers’ proficiem and behavior, promoting
awareness of regulations and strictly applying elehépecifications and traffic rules.

- Studying all types of environmental pollutantsl anonitoring their levels.

- Developing general transport regulations as alfules and specifications related to
noise and other pollutants’ levels.

13.1.5.3 Programs

The programs of the transport sector cover seweahents related to the development of
the road network infrastructure, improvement ofpaits and air navigation systems,
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improvement of ports’ efficiency, development of uBa Railways Organization’s
facilities, maintenance and operation as well aspower development.

13.1.6 Growth Targets

The transport sector’s targets during the SevemVve®pment Plan are as follows:
- To complete the linkage of more cities and vilago the main road network.
- To study the establishment and operation of pragects by the private sector.

- To ensure management, operation and maintendgngerofacilities by the private
sector.

- To finalize the study on the privatization of SBIA.

- To finalize the feasibility studies for new proje and expansions in the field of
railroads.

- To develop existing air transport facilities.

13.2 TELECOMMUNICATIONS AND POSTAL SERVICES
13.2.1 Present Conditions

The telecommunications sector plays a vital rolethe Kingdom’s socio-economic

development. The importance of this sector is gngwsteadily at both government and
private levels, as the Kingdom’s regions becomeeasingly linked and the country as a
whole establishes more links with other countri€bese links are supported by an
effective telecommunications network with a deasivle in supporting public and private
sector activity.

The growing significance and technological develepmof the telecommunications
systems have led to the restructuring of this semiasistent with the pace of international
developments in this field. There was substantialvgh in telecommunications services
during the Sixth Development Plan period. Telepherehange capacity increased from
1.77 million lines by the end of the Fifth Planabout 3.63 million lines in mid 1419/20
(1999), while the number of working lines increasenin 1.53 million to 2.40 million, an
increase of about 57 percent.

The mobile telephone system, which has been intediwduring the Six Development
Plan, grew rapidly, as the number of subscribeashied about 735,000 in mid 1419/20
(1999). This period also saw the introduction ofitanber of new services such as the
Internet, pre-paid card services, mobile telephservices via satellites, the Integrated
Services Digital Network (ISDN) and the Asynchrosolransfer Mode (ATM), so that
such services will become the cornerstone of tlia ttansmission network. Furthermore,
the digital systems have been expanded, which hvellp to upgrade the efficiency and
capacity of the long distance telecommunicationvoeik.

During the Sixth Development Plan, the number dfligielephones reached about 43,000
lines, of which 71 percent were run by the privegetor. Figures 13.7 and 13.8 show the
development of fixed and mobile telephone lines.
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In the domain of postal services, the volume oftgogems by the end of the Sixth
Development Plan reached 993 million, an incredskl@ercent over the Plan period, of
which external mail constituted 69 percent. Furntiene, postal coverage increased by 16.5
percent compared to the situation by the end oftfie Development Plan.

Table 13.4 shows the development of postal netvearitities and postal coverage during
the period 1414/15 - 1419/20 (1994-1999).

Table 13.4
Postal Facilities during the Sixth Development Plaferiod
i 1414/15 1419/20*
Facilities (1994) (1999)

Main Offices 448 461
Branch Offices 178 185
Express Mail Centers (Mumtaz) 38 78
Subscriber Post Boxes (thousand) 225.2 366.6
Postal Agents 640 711
Private postal offices -- 64
Street Mail Boxes 2273 2745
Cities, Governorates and Centers
Served by Surface Mail 453 586
Centers Served by Mobile Mail 3594 4434
- Total Cities, Governorates and

Centers with Direct Access to the 5135 5982

Network
* Estimate

Private Sector and Privatization of Telecommunicatns

The Sixth Development Plan witnessed a major $hithe organizational framework of
the telecommunications sector, as the Council ohidters’ resolution No. 135 of
15.8.1418 transformed the telecommunications ytditd its components -- as well as its
technical and administrative facilities -- intgant stock company to be operated on a
commercial basis. The same year also saw the issuahthe Council of Ministers’
resolution No. 213 of 23.12.1418 which approved tmemation of the Saudi
Telecommunications Company. This development aimaédupgrading performance
efficiency, increasing investments and keeping padéh the technological and
organizational developments in the telecommunioatgector.

Furthermore, the same period witnessed the expandithe private sector’s role through
operation of public telephone cabins, marketingpi-paid cards and providing mobile
telephone services via satellites. The Seventh IDpreent Plan’s target is to ensure the
gradual opening for competition of the Kingdom'set®mmunications markets, thereby
paving the way for attracting more private invegtiria the establishment and operation of
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various telecommunications services.

Concerning postal services, the Sixth Developméanh Baw the commencement in the
provision of such services through offices run by private sector, which contributed to
the spread of these services, particularly in meijoes.

Notwithstanding these positive developments andeaements, there are some issues
which still impede the planned growth of this secto

13.2.2 Key Issues

1- Infrastructure

Notwithstanding the major expansion by the telecammications sector during the Sixth
Development Plan in the field of fixed and mobiketommunications, the growing
demand for services requires further expansiomtum e a coverage rate of 25 lines per
100 inhabitants at least by the end of the SevBa¥elopment Plan, compared to 11.2
lines per 100 inhabitants by the end of the Sixtevélopment Plan. Furthermore,
development of the network requires acceleratedhiétation of existing local networks,
the introduction of digital systems for operatirgwmnservices such as the internet, and the
provision of all regions with services in a balasheeanner. It is also important to develop
postal services to meet the needs of a growing lppn throughout the Kingdom,
particularly in major cities which are growing rdly, a matter that entails further efforts
aimed at expansion of postal facilities.

2- Organizational Structures

The changes in the telecommunications and postabrsduring the Sixth Development
Plan require a continuous review of the sectorfganizational structure. Work has begun
on the preparation of the telecommunications regula which constitutes the
organizational framework for telecommunication sees. A specialized regulatory agency
with financial and administrative autonomy will lestablished to regulate this sector, to
set the necessary rules and regulations to enarecimpetition among providers of these
services, to provide suitable conditions for atirafr investments and to realize the
maximum utilization of frequencies and digitalizati As for the postal sector,
organizational aspects will be reviewed and exgssittuctures will be developed with due
emphasis on quality control, increasing service fqoarance efficiency and the
introduction of new services.

13.2.3 Productivity

Over the Sixth Development Plan period, there veady progress in the productivity of
the telecommunications sector. Labor productivitgahed 7.2 employees per 1000 lines in
the middle of the last year, compared to 13 em@symer 1000 lines at the beginning of
the plan. During the Seventh Development Plan, asighwill be placed on the various
criteria of production efficiency, related to inasing revenues and rationalizing
expenditures and the number of telephone linegpgioyee, in conformity with the trend
towards operating this sector on a commercial baSenerally, raising productivity is
closely linked with upgrading employee skills, immping the network and infrastructure,
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and streamlining operations.
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Figure 13.7: Development of Telephone Lines

Figure 13.8: Development of Mobile Telephone
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With respect to postal services, the ratio of ndalivered within 24-48 hours increased
from 14 percent of total mail by the end of thethiFiPlan to 28 percent by the end of the
Sixth Development Plan. The ratio of processedgbagms per employee increased from
117,000 items by the end of the Fifth Plan to 104, 1418/19 (1998), an increase of 6.4
percent, and is expected to reach 125,000 itememetoyee in the last year of the plan
1419/20 (1999). During the Seventh Development P&mphasis will be placed on
improving these ratios, and developing the conoéfite multi functions employee.

13.2.4 Development Strategy

The organizational structure of the telecommunicetisector has changed substantially
with the application of the privatization prografthe development strategy of this sector
will be implemented in conformity with these chasghlrough the following objectives,
policies and programs:

13.2.4.1 Objectives

The major objectives of the telecommunication ams$tal services sector during the
Seventh Development Plan are as follows:

- To provide a modern telecommunications infragtree within an integrated digital
network for fixed and mobile services as a basigHe provision of all domestic and
international services.

- To satisfy the growing demand for telecommunaratservices in all regions, to
ensure comprehensiveness of services and to enhaoess to such services in line
with population and economic growth rates.

- To provide high quality telecommunication sergied adequate prices.

- To exert continuous efforts aimed at increasimgdpctivity and improving the
economic and financial performance of the telecompations and postal services.

- To develop Saudi manpower and improve their parémce standards.

- To encourage the private sector to invest inctal@munication services, and to
establish and operate networks.

13.2.4.2 Policies

The major objectives of the telecommunications postal services sector will be achieved
through the following policies:

- Expanding and updating the telephone networknm With international standards of
service.

- Providing new services in line with developmeiristechnology and a strategic
marketing plan.

- More extensive promotion and marketing of sersice
- Applying a service pricing policy consistent witbsts.
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Evaluating service performance using appropgateria and indicators.

Increasing postal service offices.

Improving employee productivity and expanding #u®ption of automation and use
of modern technology.

Developing manpower training programs in confdymwith technological and
marketing developments, and providing subscribétis services.

Finalizing preparation of the sector’s regulatérgmeworks in line with the trend
towards privatization of this sector, opening ofrkeds and providing all regions
with services.

13.2.4.3 Programs

The programs of this sector pay special attentiaihé development of postal facilities, the
improvement of particular services and the develamnof manpower. The programs of
the sector will be implemented and financed byShedi Telecommunications Company.
Moreover, these programs aim at supporting andldeivey telecommunication services,
finalizing on-going projects, implementing new @cjs, developing manpower, and
conducting research and studies related to thd@@went of these services.

13.2.5 Growth Targets

The following growth targets will be realized dugithe Seventh Development Plan period
in line with long-term objectives:

To increase the service coverage rate to bet@eand 25 telephone lines per 100
inhabitants at least, to eliminate waiting lists tielephones and reduce disparities in
service coverage between urban and rural areas.

To link the increase in various telecommunicatsanvices with analysis of market
conditions, available opportunities and competition

To improve the quality of services to internatibservice standards.

To use state-of-the art technologies to expaad#twork and develop infrastructure.
To achieve positive financial outcomes by the ehthe Seventh Development Plan.
To raise Saudiization rates at the Saudi Telecomcations Company and
implement overall programs for upgrading manpowlissand promoting their
capabilities.

To grant licenses for 150 postal agencies imptheate sector.

To establish 200 postal offices.

To improve postal services through the introcutf new services such as:

* Postal information and tracking systems.

*  Advertisement mail service.

* Hybrid mail service.

*  Considering the introduction of commercial seesc
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14. PRrROVINCIAL AND URBAN CENTERS DEVELOPMENT

This chapter highlights the progress made duriegSixth Development Plan in regional
development, municipal and rural services, and inguss well as the key issues to be
tackled during the Seventh Development Plan, the o the private sector and the
objectives, policies and programs of these sechorisig the Seventh Development Plan.

14.1 PROVINCIAL DEVELOPMENT
14.1.1 Present Conditions

During the last thirty years, the regions of thadgdom experienced marked improvement
in standards of living and rapid growth in servicasd distribution. The projects
implemented in the fields of education, health ®e&s;, water, electricity, transport and
telecommunications have contributed to such imprem as well as to the growth of the
agricultural and industrial sectors, lower imbaks@n the level of regional development
and the control of unbalanced migration among dbfferegions.

The establishment of the provincial system was rg raportant step towards improved
development at the regional level, as it has couated to the formulation of a

comprehensive perspective on the resources awailaldach region and to planning the
utilization of these resources in various projefasilities and services. It will also play an
important role in achieving the strategic objectf¢he Seventh Development Plan, which
calls for balanced growth among all regions ofKiegdom.

The effectiveness of regional planning improved kadly during the Sixth Development
Plan period as a result of efforts to collect gapbical and statistical information about
each region. Moving the Central Department of Stia8 to the Ministry of Planning was a
vital step in raising efficiency and laying the peo foundations for preparing future
regional plans. The planning efforts focused onresking the issues and constraints of
development in each region, meeting the basic regquénts for facilities and services and
proposing an appropriate development strategy &oh eegion in line with its available
resources.

It is planned during the Seventh Development Plarnod to enhance the role of the
development centers in identifying appropriate tmees for public and private investment
projects in different cities and villages, by takimdvantage of existing and planned
infrastructure and the provision of public gooddl aservices to citizens within these
centers, while considering existing disparitiesAtssn cities, towns and village clusters in
terms of population density, economic resourcescanaparative advantages.

14.1.2 Key Issues

1- Migration and Regional Disparities

Major urban centers in the Kingdom continue toaattmpeople from various villages and
hamlets due to available job opportunities and tgghlity infrastructure, facilities and
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services. To avoid urban development bottlenetks,imperative that proper measures be
taken to limit migration to these urban centerstigh improved standards of living, the
provision of job opportunities and the developmehinfrastructure in rural population
settlements.

Regional disparities could be further reduced lyréasing the rates of development in
each individual region according to its comparatagvantages, encouraging private
investments, continuing to provide government #msce to enhance development
activities at regional level, thereby contributit improved living conditions and the
development of population settlement structuresiafndstructure.

2- Completion of Data Bases

Reliable data about the regions of the Kingdombssic planning tool for the Ministry of
Planning and the provincial councils to identifyadable resources and their current
utilization. Intensive efforts will be made duritige Seventh Development Plan to collect
and analyse data in coordination and cooperatiom &l related agencies. Such efforts are
vital to improve the planning process and idenpifirities for development in the various
regions of the Kingdom.

14.1.3 Development Strategy

To address the technical, economic and social dsioea of the above-mentioned issues
and to achieve the objectives of the Seventh Deweémt Plan, an integrated regional
development strategy will be implemented compriding following objectives, policies
and programs.

14.1.3.1 Objectives

Regional planning efforts will continue to achiebalance and integration between
economic development needs and the provision ofcbservices to citizens such as
education and health services, water and energg Main objectives of regional
development during the Seventh Development Plan are

- To reduce internal migration which has advergeaials on major urban centers.

- To protect the environment, preserve bio-divgranhd implement national and
international environmental standards.

- To develop, organize and coordinate economicvities at the regional level to
ensure optimal utilization of economic resourcesselda on the comparative
advantages of each region.

- To enhance the role of the development centaedseaable them to contribute to the
development of the various regions of the Kingdom.

14.1.3.2 Policies

To achieve the objectives of regional developmidat following policies will be adopted:
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- Enhancing the efficiency of infrastructure andvies in rural areas in order to
reduce migration from these areas to the urbarecent

- Encouraging Saudi citizens to take up employmientural areas through the
provision of rewarding job opportunities, mateiiatentives and appropriate living
conditions in these areas.

- Establishing information centers in differenticegs and developing a mechanism for
updating the information on a regular basis.

- Encouraging the private sector to invest in ragithat enjoy comparative advantages
needed for production projects.

- Encouraging the private sector to increase i®stments in different regions and
identifying appropriate investment locations throulge development centers.

14.2. MUNICIPAL AND RURAL AFFAIRS
14.2.1 Present Conditions

The municipal and rural affairs sector superviskéaspects related to spatial planning,
landscaping and beautification of cities and viagconstruction and maintenance of
infrastructure, provision of municipal services anohprovement of public and
environmental health services. The Ministry of Mupal and Rural Affairs (MOMRA)
supervises the activities of the municipal and Iraféairs sector through its executive
agencies spread throughout the Kingdom.

The priorities of the municipal and rural affairscgr concentrated on the provision of
municipal facilities and services in the urban eemtand expansion of such facilities and
services to the rural centers. To support thesectioms during the Sixth Development
Plan period, the classification level of many muypadities was upgraded as shown in
Table 14.1, including the classification of all wrajcenters in the provinces of the
Kingdom within category (A), thereby increasingithrmumber from 7 to 11 municipalities.
Figure 14.1 shows the principalities (amanat), roipalities and village clusters according
to the MOMRA classification.

Table 14.1
Municipal Facilities and Village Clusters in the Skth Development Plan
Total Categories
Agency Number A B C D
Amanat 5 - - - -
Water & Waste-water Departments 7 - - - -
Municipalities 97 11 20 52 14
Village Clusters 62 - 9 25 28
Total 171

The number of approved projects during the Sixthvddepment Plan reached 1,885
projects, of which 1,285 projects were either caeted or are being implemented. Most of
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these projects relate to water, wastewater and aipatiroads. Furthermore, 170 structural
plans have been prepared for many cities and e#iagf which 60 are currently under

implementation, and the comprehensive spatialegfyahas been reviewed and updated in
coordination with other related government agencies

Notwithstanding these achievements and positiveeldpments, this sector continues to
face some issues and constraints which should lressbd during the Seventh
Development Plan period.

14.2.2 Key Issues
The major transformations initiated by successiveicsseconomic development plans
contributed to rapid urbanization in most parts the Kingdom. However, this

transformation resulted in the emergence of theviohg issues:

1- Demand for Municipal Facilities and Services

Population growth and its concentration in the arbanters caused a steady increase in
demand for municipal facilities and services. Aligh municipal revenues have improved
markedly relative to previous levels, there id stiheed to enhance the resources required
for the provision and rational utilization of muigal services. Thus, it is necessary to take
the following actions:

- Enhancing the role of the private sector in d&himg municipal facilities and

providing municipal services by selecting the &dtig which are in line with the
privatization program and developing appropriateg@nd regulations.

- Directing large land developers and constructofrsresidential and commercial
complexes to establish municipal facilities accogdio official specifications and
under the supervision of concerned government agenc

- Enhancing the awareness of users of municipalicgs about the importance of
conservation and the rational utilization of suehvies.

2-  Municipal Services

Although more than 5,000 villages have municipalises, there are still many villages
which are in need of such services.

The village clusters represent an appropriate afte the provision of basic services to
the maximum number of rural inhabitants, centersatbfaction for economic activities
(particularly agriculture-based activities), and efifiective tool for reducing disparities
between urban and rural areas and thereby limitirgration of population to the cities.
Hence, enhancing the capabilities and efficiencthefexisting village clusters through the
provision of necessary equipment and linking themrdiad with satellite villages will
enable them to provide services more broadly afettfely. Moreover, it is important to
begin creating new village clusters according tepacific time schedule and to exert
further efforts during the Seventh Development Riarsupport development in viable
areas, by providing basic services to improve gvatandards in rural areas so as to retain
the rural population and relieve pressure on larges.
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Figure 14.1: Amanat, Municipalities and Village Clsters
according to MOMRA Classification
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3- Cities’ Expansion and Spatial Boundaries

The wide gap between spatial expansion and the auoflinhabitants, particularly in the
large cities, has led to the spread of vacant landsle cities and the dispersion of
residential quarters. This makes it difficult toveothese dispersed quarters with networks
of facilities and services, and leads to undeizatilon of the existing infrastructure and
higher financial costs of construction, operatiamd anaintenance. To overcome this
problem, the Seventh Development Plan will continoeenforce the rules of spatial
boundaries and thereby ensure that each city espspatially only in accordance with its
actual needs, to maintain developed and vacarg-etated lands in different cities, to
prevent encroachment on such lands, to establisieehanism for timely removal of
encroachments and to use the lands for the prescpirposes.

4- Potable Water

The high rates of urban expansion and populaticowtr require expansion in the
provision of potable water by digging wells, desating sea water and establishing water
networks and facilities. Due to limited sourcesaaiter and high related costs, as well as
the need to supply sufficient quantities of potaltater at affordable prices, it is
imperative to rationalize water consumption fori@agtural and industrial purposes, to
increase utilization of reclaimed waste-water, tmttmue measures of controlling water
leakage in the existing networks and to pay atentd pollution of potable water so as to
maintain public health.

5- Wastewater

Despite the progress made with respect to wastewateices Kingdom-wide, there is still
a need for further expansion in the provision ofwweks, household connections and
treatment plants. This will entail developing apprate alternatives and solutions for
financing the vital waste water networks, incregdime participation of the private sector
in the construction of networks, treatment plantgeration and maintenance, and setting
appropriate measures of control in this regard.

6- Storm Water

Storm water may cause enormous damage to propwitifa, as well as to some facilities
such as roads, bridges, and water, wastewatetrietigcand telephone networks. As this
problem has grown in recent years, it is very ingoar to address it by supporting the
agencies responsible for controlling the hazardgmim water and natural catastrophes.

7- Utilization of Reclaimed Waste Water

Reclaimed waste water represents an important safrevater which should be utilized
economically, particularly under the conditionsstdady population growth, the scarcity of
water sources and the high costs of producing eartsporting desalinated sea water to
inland cities and population settlements. The oiteeclaimed wastewater utilization is
still very low, at about 23 percent only. The highpriority should be given to ensuring
the maximum utilization of reclaimed wastewater iiwigation and industrial purposes.
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Furthermore, the private sector should be encodrageparticipate in major activities
through the construction of treatment plants asttibution networks.

8- Municipal Statistical Data and Information

Despite the progress made by the municipal sentdata collection and processing over
successive development plans, there remains aagieoof integrated information about the
absorptive capacity of municipal facilities and vsegs and their utilization rates and

efficiency. Furthermore, this sector lacks recentorimation about the number of

beneficiaries of municipal services and the areager®d by such services, thereby
imposing constraints on the accurate assessmeneeaifs. Also, the absence of a clear
method for collecting and analyzing data limits tligization of available data, as many

departments within MOMRA adopt different methods data collection in the absence of
a comprehensive joint data base.

Hence, it is important to establish a computeridath base which links MOMRA to its
affiliated agencies throughout the Kingdom and $e standardized specifications and
forms for collection, tabulation and entry of data ensure proper assessment and
measurement.

9- Environmental Health Services

The Kingdom'’s cities have experienced rapid andjitde expansion of their physical
boundaries, increased population and higher coratéort in major cities in particular.
However, this expansion has been associated witte smlverse phenomena, such as the
decline of residential areas covered by the wagstrwaetworks as well as the higher
generation of solid waste with lower utilizatiortes of such waste. Consequently, it is
imperative to mobilize further resources in oraembprove the standard of environmental
health services.

As for solid waste, further efforts are needednbaamce awareness of the need to reduce
solid waste generation and to make use of intemnatiexperience in solid waste treatment
and utilization. Only about 35 percent of the totalume of waste is currently being
recycled in the Kingdom.

14.2.3 Production Efficiency

MOMRA has adopted several measures aimed at impgopierformance efficiency,
including the following:

- Establishment of a value-engineering departmengértsure implementation of the
Ministry’s projects at minimal costs, while takingito account improved
performance and quality. Since 1415 (1995), thipadenent conducted value-
engineering studies for about 45 projects of theong types: buildings, roads,
storm water drainage, services, facilities, wastewand lighting. The preliminary
estimated costs of these projects reached aboutlSBillion. These studies
contributed to reducing the preliminary estimatedts of the projects by about 5-30
percent, thereby improving their economic and eegjiimg efficiency.
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- Preparation of a general perspective for a cohgrsive national strategy for
waste-water, in order to determine priorities ofsteawater projects, the means of
reducing their costs and participation of the pevsector in financing such projects.

- Intensified efforts to develop the municipal rewes which led to these revenues
increasing from SR 663 million in 1415/16 (1995)about SR 1,235 million in
1418/19 (1998), an increase of 86 percent. Consgiguethe contribution of
revenues to the coverage of budget costs incraasgtl percent in the first year of
the Sixth Development Plan and is expected to ré@gbercent in the last year of the
Plan. On the other hand, revenues covered aboupef#éent of operation and
maintenance costs during the Sixth Development péaiod. The Ministry’s goal is
to ensure revenues cowal operation and maintenance costs in the near future

14.2.4 Role of the Private Sector

MOMRA has conducted a study to define the municgzdivities which can be privatized

with the aim of upgrading performance efficiencydaervice standards. Private sector
participation in implementing some services helpsréduce government subsidies to
minimal levels, or to completely eliminate such sdies in the long run. The collection of

fees from facilities and services to be privatizedl support municipal revenues and

rationalize consumption.

Generally, private sector participation in the noijmal sector can be organized as follows:
- Service contracts: such as street cleaning wkichrried out by the private sector.

- Operation and maintenance contracts: such agyhgku houses where private
companies are responsible for operation and maintan

At the same time, MOMRA has the opportunity to eksa joint projects with the private
sector and pave the way for establishing fully petedent projects that provide municipal
services in accordance with general commercial latigns and rules. Such projects
include water purification, storage and distribatias well as treatment and re-use of
wastewater.

14.2.5 Development Strategy

The development strategy of the municipal and raféhirs sector will be achieved
through the following objectives, policies and piags:

14.2.5.1 Objectives
The major objectives of the municipal and rurabaff sector in the Seventh Development

Plan are as follows:

- To continue to improve municipal and environméngarvices and to provide
municipal services to those towns and villages grthwth potential.

- To improve the operational efficiency of munidifacilities, infrastructure and
services and ensure their optimal utilization.
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To enhance the private sector’s role in the distainent, operation and financing of
municipal facilities and infrastructure.

14.2.5.2 Policies

The major objectives of the municipal and rurabaff sector will be achieved through the
following policies:

Raising the efficiency of municipalities’ infori@an systems and updating them
regularly.

Planning for urban development with the partitigna of municipalities and in
coordination with relevant agencies.

Reorganizing the structure of the Ministry anfiliate agencies in order to eliminate
duplication of responsibilities in conformity withe provincial system.

Using adequate modern technology for the treatnaer optimal utilization of
wastewater.

Availing of all means to ensure regular and cwmus revenue streams to enable the
municipalities to develop their services and mamtheir infrastructure.

Defining the most appropriate activities for m@tiization programs along with
developing associated rules and regulations.

Contributing to the development of sanitary teghes for the disposal and economic
utilization of waste.

Continuing to develop and improve village clustdo ensure availability and
accessibility of municipal services in rural areas.

Upgrading efficiency of Saudi manpower and eniran8audiization rates.

14.2.5.3 Programs

The programs of this sector cover several actwitneluding wastewater treatment, storm
water drainage, improvement of municipal faciliteesl services as well as development of
manpower. These programs also encompass the piepacd studies needed for the
development, operation, maintenance and improvefmpeance efficiency of municipal
facilities and infrastructure, preservation andt@ctdon of the environment, development
of services and facilities in rural areas, completiof on-going projects and the
implementation of new projects.

14.2.6 Growth Targets

The following targets are expected to be achiewathd the Seventh Development Plan
period:

Preparation of field studies and surveys neededientify the actual needs of the
population in the Kingdom'’s various provinces.
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- Establishment of 2,500 km of new water netwonreplacement of 2,000 km of
networks and implementation of 130,000 house cdiorex

- Establishment of 2,800 km of wastewater netwoik&),000 house connections for
wastewater as well as treatment plants with a dgpat 450,000 cubic meters per
day.

- Increasing utilization rate of treated wastew#bet00 percent.

- Asphalting 1,600 km of main municipal roads adgdDDO km of secondary municipal
and rural roads.

14.3 HOUSING
14.3.1 Present Conditions

The housing sector embraces a wide range of aetviuch as real estate, construction,
household furnishings etc. and several governmeatpaivate agencies participate in the
activities of this sector. While the private sea@ssumes the major role in constructing and
furnishing housing units, the financial assistaras® infrastructure provided by the
government play a basic role in enabling the pe\sgctor to undertake this task.

The number of completed and ongoing housing unitind the Sixth Development Plan
1415/16 - 1419/20 (1995-1999) reached about 283,8@8, bringing the cumulative total
number of housing units completed by the end of9120 (1999) to about 3.12 million
units. Table 14.2 shows the number of housing watsstructed by the Deputy Ministry
for Housing Affairs, some other government agen@ed the private sector, through
self-finance and finance by the Real Estate Deveto Fund (REDF).

Table 14.2
Housing Units Completed during the Sixth DevelopmerPlan

Constructed Cumulative
) during the Stock upto  Structure of
Executing Agency Sixth End of Sixth Stock
Development Development (Percent)
Plan Plan (Units)
Government Housing:
- Ministry of Public Works & Housing - 24540 0.8
- Government Agencies (for employees) - 221000 17
Sub-Total - 245540 7.9
Private Sector:
REDF Finance 33,300 573,000 18.3
Self Finance 250,000 2,308,000 73.8
Sub-Total 283,300 2,881,000 92.1

Total 283,300 3,126,540 100.0
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Furthermore, the Deputy Ministry of Housing hanadeer all implemented housing units
in the various regions of the Kingdom in addition3;793 developed plots in Riyadh and
Buraydah to the REDF for distribution to citizensaapplied for housing loans.

Notwithstanding the achievements made in the féldousing, there are a number of key
issues which need to be addressed during the Jebevelopment Plan period.

14.3.2 Key Issues

1- REDF Loans

REDF resources will not be sufficient to meet tmewgng demand for loans because of
problems encountered in collecting previous loapayenents. Consequently, intensive
efforts will be needed during the Seventh Developni#an to overcome these constraints
and to reduce the waiting time for new loans. Femtiore, cooperation with the
commercial banks must be considered in order teigeosoft long-term housing loans,
while the adoption of the housing programs impletegfy some large companies such as
ARAMCO and SABIC must also be studied. In such saee private sector implemented
housing projects for various agencies which thengferred ownership of these housing
units to their employees according to specific ¢bmgs and criteria that ensure both cost
recovery and reasonable profits for investors.

2- Housing Units of Middle and Low Income Citizens

Middle- and low-income citizens face difficulties securing their own housing units from
the land purchase stage to the stage of ensurengebessary funds for building houses.
What makes this situation even worse for such gsaspthe decline in the number of
housing units implemented or financed by governnageincies, in addition to the steady
decline in REDF loans.

It is important that residential land plots withndees and facilities be provided at
affordable prices in urban areas as a first sigaifi step towards providing middle- and
low-income citizens with housing, while priority stualso be given to these groups for
REDF loans. Limited income groups must also be supf in other ways through a
program characterized by special criteria senstovie basic needs of this category.

3- Construction Cost of Housing Units

The steady increase in the costs of constructingsing units is one of the major
constraints facing the achievement of the housaats’s development objectives. Thus, it
is necessary to select construction methods ardihgimaterials that are consistent with
the local environment, in order to minimize constian and maintenance costs and ensure
a longer life-span of buildings. This requires fesuance of the Saudi Building Code,
preparation of specifications for local building tergals, raising citizen awareness through
information media and specialized publications. alddition, private engineering and
consulting offices and contractors should adherdesigns, plans and building methods
that are appropriate to the local environment aretnthe residential needs of the Saudi
family.
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4- Long-Term National Strateqy for Housing

The steady growth in population requires the dgualent of a long-term national housing
strategy as a basis for determining future demamdnéw houses. The results of the
1412/13 (1992) population census could be updateldused for the preparation of this
strategy. Further field studies and surveys are aéeded, such as the real estate market
study currently being conducted by the D.M. for Kiog Affairs. Moreover, the
preparation of the housing strategy requires coatthn with all agencies concerned in
order to ensure the integrity and comprehensiveoikttss strategy.

14.3.3 Production Efficiency

The housing sector contributes to economic gropthsperity and social stability. During
the Sixth Development Plan period, housing rentaloanted for about 26 percent of
household expenditure, compared with 28 percef@armany and 31 percent in the USA.
Around 60 percent of housing units in the Kingdorma awner-occupied, compared with
48 percent in Germany and 64 percent in the USAs Tigh level of ownership is

attributed to REDF’s continuous loans to citizend ¢e distribution of housing units and
developed land by the D.M. for Housing Affairs, aiiprovides a positive indication for
improved productivity in the sector.

14.3.4 Role of the Private Sector

The private sector plays a major role in providimayising units through its participation in
the construction and finance of most housing uritee sector constructed 2.9 million
housing units, or about 92 percent of the total wlative number of housing completions
in the Kingdom by the end of 1419/20 (1999), of eth573,000 were financed by REDF.
The expected demand for housing units during theei@d Development Plan (about
800,000 units) will be met through private sectoweistments in addition to REDF loans.

During the Seventh Development Plan, the governmeector will continue to support the
private sector through the preparation of a natibpasing strategy and by undertaking its
regulatory role in preparing an adequate environnfi@na free and efficient real estate
market.

14.3.5 Development Strategy

In order to address these issues with their teehnéconomic and social dimensions, and
to realize the Seventh Development Plan’s aspmati@n integrated strategy for the
development of the housing sector will include fb#owing objectives, policies and
programs:

14.3.5.1 Objectives

The major objectives of the housing sector in teedth Development Plan are:
- To prepare a long-term national strategy for hoys

- To provide and develop residential land in suédbcations.

- To increase the number of citizens who own hauses
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- To rationalize the cost of housing in terms ofarpling, construction and
maintenance.

- To develop the means for the private sector trdmute to the development of the
housing sector.

14.3.5.2 Policies

The major objectives of the housing sector wilkohieved through the following policies:

- Developing statistical information and databaas the housing sector through
conducting field studies and surveys.

- Enhancing the role of the private sector in fitiag activity through encouraging
banks and financial institutions to finance redhtsloans.

- Reviewing the domestic building codes and speatiibns with the aim of improving
the quality of housing and reducing costs.

- Increasing the supply of residential lands aral/jgling associated infrastructure and
public services, while developing measures fordis&ribution of residential lands.

14.3.5.3 Programs

The programs of the housing sector during the Sbvé@evelopment Plan aim at
completing housing projects and related residentiaits, finalizing settlement and
compensation aspects of housing lands, manpoweslasuent, and research and studies
on the development of housing and the determinati@ssociated needs.

14.3.6 Growth Targets

The growth targets of the housing sector in theeS#vDevelopment Plan are as follows:

- To construct about 800,000 housing units to nieetexpected demand for housing
over the plan period, at an annual rate of 160/@tits, of which 125,000 units per
year will meet new demand and 35,000 per yearmait replacement demand.

- To provide 57,000 REDF loans with a total valdi&SB 15.7 billion for constructing
70,000 housing units in the different provinceshaf Kingdom.

- The private sector will finance the constructairthe remaining part of the estimated
demand during the Seventh Plan, i.e. 730,000 hgusirits at the rate of 146,000
units per year.

- To provide about 110 million square meters ofd@stial land in order to meet the
demand for housing during the Seventh Plan, ornat\gerage annual rate of 22
million square meters. This also includes the miowni of necessary facilities and
infrastructure prior to the construction stage, hsues water and wastewater
connections as well as electricity, telephonessirekts.
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CHAPTER FIFTEEN

CONSERVATION AND DEVELOPMENT
OF ENVIRONMENT
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15. CONSERVATION AND DEVELOPMENT OF ENVIRONMENT

This chapter highlights the progress made durirg $lixth Development Plan in the
conservation and development of the environmentldb deals with the key issues,
production efficiency, the role of the private sectand the objectives, policies and
programs of the Seventh Plan.

15.1 HRESENT CONDITIONS

A number of ministries and executive agencies @spansible for the environmental work,
with its interlocking nature, such as the MOAW, taistry of Petroleum and Mineral
Resources, MOMRA, MOH, Ministry of Information (MPIthe Royal Commission for
Jubail and Yanbu, the educational institutions, KACST. Environmental protection is
the major task of the Meteorology and EnvironmeRtatection Administration (MEPA),
which is also responsible for coordination betwearious related agencies, monitoring
environmental activities, participation in the pmegtion of strategies and associated
policies, and presenting the viewpoints of the Kioign on environmental issues at regional
and international levels.

The National Commission for Wildlife Conservatiomda Development (NCWCD),
established in 1406, is responsible for the coradEm, protection and development of
land and marine wildlife by ensuring ecological drade, as well as conducting and
applying scientific research in this field.

There have been many achievements during the Setlrelopment Plan period, with
respect to the protection, management and impronenoé the environment. In
coordination with other related agencies, MEPA pred the draft General Environmental
Code in the Kingdom. It also prepared a plan fomaging coastal zones to ensure
ecological safety and natural balance as well atepting against environmental pollution
and deterioration, and for the sustainable utiliratof natural resources. Furthermore,
standards for controlling toxic and hazardous wastd for water quality have been
updated.

With respect to the achievement of sustainable [dpwaent and taking environmental
considerations into account at all levels of plaghiMEPA prepared “Agenda 21" for the
entire Kingdom, which has been approved by H.M. Kingg. It also studied the unified
code for environmental assessment and the genarmbemental code of the GCC, both
of which have been approved by the Ministerial Cottea for the Environment. MEPA
also finalized the preparation of the draft cooperaagreement between the Kingdom and
neighbor countries for the conservation of clovewfed animals resettled in the Arabian
Peninsula.

Furthermore, two of the five stages of the studytlom environmental impacts resulting
from the petrochemical factories in Yanbu industgay have been finalized, while
another study has commenced on the environmentsadta of power generation plants
along with a project on studying and identifyinguid waste in Riyadh city.

In the field of wildlife, NCWCD prepared the drafttional strategy for conservation of
the major flora and fauna species. During the SB#velopment Plan period, five new



360

protected zones were identified with a total aréaalmout 15,000 square km, thereby
increasing to 15 the number of zones subject t@thtected zones regulation, with a total
area of 82,000 square km or 3.7 percent of the dongs area. Areas where hunting is
prohibited include the Empty Quarter and An Nufadions. (Figure 15.1).

With respect to the development of the major wikdispecies and their resettlement in
their natural habitat, NCWCD used physiologies @émchniques of reproduction under
captivity. It also collected data on geographidatribution, prepared illustrative maps for
large herbivorous and carnivorous mammals, as agetlypes of wildlife plants and birds
and identified their natural habitats in the Saemironment.

Notwithstanding the achievements of the concermeheies in the field of environmental
protection, there are still some key issues whichulkd be addressed through proper
policies and measures during the Seventh DevelopRian period.

15.2 KEY ISSUES

1- Natural Resources

The rapid socioeconomic development over the phstet decades caused some
environmental problems related to the scarcity ome natural resources such as
non-renewable water resources, soil and pastuiis.matter requires the preparation of a
national strategy for the control of desertificati@s well as regulations for rationalizing
water consumption, improving the soil, and protegtaind expanding ranges.

2- Environmental Awareness

It is very important that the environmental awassnef citizens be enhanced with respect
to the protection and maintenance of the environmso that there will be greater
understanding of the need to refrain from huntmthe protected zones, of the constrained
procedures related to implementing endangered ifeldtsettlement programs, and of the
non-adherence to environmental protection measwesme industrial projects in urban
areas. Environmental awareness helps to reducergoeat expenditure on protecting the
environment and enhances civilized behavior ofeits. Promoting greater awareness will
require the cooperation of environmental agendmeugh intensive media campaigns,
manpower training programs, participation in synigosonferences and workshops
related to environmental activities, as well asdlaboration of the curricula pertaining to
environmental protection and wildlife conservatadrall levels of education.

3- Coordination between Environmental Agencies

It is very important to enhance the coordinatiom amtegration of activities of many
government agencies in the environmental fieldprider to eliminate the duplication of
tasks and the lack of clearly identified responiés which can adversely affect
performance efficiency, particularly with respectthe standardization of environmental
criteria, specifications and regulations, and dyaktandards. Hence, the Seventh
Development Plan will address this issue by entmanttie coordination and integration of
activities of all agencies related to the environtne
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Figure 15.1: Locations of Protected Zones and Areashere Hunting is Prohibited
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4- Environmental Data, Information and Standards

The shortage of environmental data and informatiegatively affects the performance
efficiency of agencies responsible for protectimgl anaintaining the environment and
prevents the proper analysis of environmental pimama and the establishment of criteria
for addressing environmental problems resultingnfreatural factors. This issue calls for
the provision of appropriate environmental inforimatto all related agencies.

5- Contribution of the Private Sector to Environmertal Protection

The private sector’s role in environmental prom@ctand maintenance remains limited.
Measures are needed to force private establishnergbide by environmental codes, to
establish environmentally friendly industries, teest in activities providing both material
and environmental benefits, and to encourage @risattor participation in environmental
awareness activities through the establishment rofate societies “Friends of the
Environment”, as well as through occupational siieseand environmental workshops.

15.3 HBE-FICIENCY

The environmental agencies made great efforts imiredte the adverse impacts of
environmental deterioration. MEPA provided envir@mtal data and meteorological
services to government and private agencies. kb a@gproved the efficiency of its
employees and expanded its awareness programINCWCD doubled the areas of the
protected zones under its supervision and incretisedeproduction and resettlement of
wildlife under captivity.

However, achievement of the Seventh Developmem Blgectives will require further
efforts to improve the operating efficiency of teld agencies through the optimal
utilization of natural resources, conservation g@notection of natural resources against
deterioration, enhanced awareness of environmesia¢s, the conducting of more studies
and research, as well as the preparation of adeqlahs for transferring and adapting
non-polluting technologies, together with effecta@ordination among related agencies in
both public and private sectors.

15.4 ROLE OF THE PRIVATE SECTOR

Successful environmental work depends on the iatedrefforts of government agencies
and the private sector. It is important, therefdie,establish appropriate measures to
enhance the role of the private sector and to wedes its responsibilities to protect and
maintain the environment through the following:

- Encouraging the private sector through incentiteegstablish industries which use
non-polluting technologies.

- Taking environmental considerations into accowvtien dealing with natural
resources, particularly non-renewable resources.
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- Abiding by environmental standards and codes Im® timplementation of
development projects.

- Supporting environmental research and studies.
- Contributing to environmental awareness campaigns
- Establishing private societies for environmeptaitection.

15.5 DEVELOPMENT STRATEGY

The strategy of environment conservation and deveént will be implemented through
the following objectives, policies and programs:

15.5.1 Objectives

The major objectives in the Seventh Development Bfa as follows:

- To protect the environment against pollution aheterioration, and to control
desertification.

- To maintain a pollution-free environment and ioye the quality of life of citizens.

- To conserve natural resources, particularly resrewable resources, and to achieve
sustainable development in line with long-term depment objectives.

- To conserve and develop wildlife, particularlydangered species.
15.5.2 Policies

The above objectives will be achieved through adopof the following policies during
the Seventh Development Plan period:

- Establishing necessary control measures for pitege violation of the environment
and ensuring enforcement of environmental standards

- Promoting environmental awareness and encouragiigens to participate in
environmental conservation and development programs

- Reviewing and updating environmental codes andeldping standards and
indicators relating to air, soil and water (grouawld surface) pollution, regularly
reviewing these standards and developing departmexated to environmental
standards.

- Intensifying scientific research and studies a@mat transfer of advanced
environmental technologies.

- Providing environmental data and information, amensifying contacts with
regional and international agencies to make usglaifal communications network
technologies.

- Enhancing coordination among all government agsnaesponsible for the
environment, in order to eliminate duplication @fsks and to reorganize the
environmental sector to include all government amnidate agencies involved in
environmental affairs.
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Improving survey and study techniques relatedaw and proposed protected zones
and exchanging information with specialized intéioral organizations.

Encouraging the private sector to participate eimvironmental protection and
conservation of natural resources and wildlife.

Enhancing the efficiency of protected zones mansmnt, and improving the
operation and maintenance of such zones whileasarng their areas.

Encouraging Saudi manpower to work in environrakattivities and upgrading the
skills of employees through training and scholgrshi

15.5.3 Programs

The programs of this sector cover various fields efvironmental protection,

meteorological services, protected zones, and @mviental information for enhancing the
efficiency of environmental services, promoting leilawareness of the importance of
environment protection and wildlife conservatiomdasupporting and developing
environmental management techniques in order teeeelsustainable development.

15.6 GROWTH TARGETS

The agencies responsible for environmental affaui# work during the Seventh
Development Plan to achieve the following targets:

Linking the agencies responsible for environmentanagement to an information
network, and updating information on natural resesarand the environment.

Establishing “Friends of the Environment” soasstin the Kingdom, with branches
throughout the various regions.

Reducing the levels of different types of envimantal pollution according to
international standards.

Approving the General Environmental Code in thegdom.

Preparing a national plan for wildlife consereatand development.

Increasing the area of the protected zones tpé&&:nt of the Kingdom'’s total area.
Preparing necessary plans for controlling desgation and promoting bio-diversity.
Adopting the coastal areas management plan.
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PREFACE

The start of the seventh five-year socioeconomic delopment plan coincides with the
Kingdom’s centenary. The Kingdom of Saudi Arabia wa founded and unified one
hundred years ago by the late King Abdulaziz, may BAah rest his soul, who laid the
foundations for the Kingdom’s renaissance and devepment and whose visionary
course has been followed avidly by his faithful san Since the early stages of the five-
year plans, launched thirty years ago, the Kingdons development process has been
based on the institutions of a free market economgnd guided by the teachings of the
true faith of Islam. During this short span of time the Kingdom has attained
remarkable achievements in all social and economidields. The rise in living
standards and the improvement in the quality of lie, coupled with a peaceful and
stable security environment, and continuing robuseconomic performance and social
stability, are testimonials to the progress achiewkby Saudi society.

The beginning of the Seventh Development Plan alsmincides with the start of the
twenty-first century, the beginning of the third millennium. This new era is likely to
bring about a host of changes and create many chaliges at the local, regional, and
international levels. Key developments that can béoreseen include an accelerated
pace of scientific and technological advancementheé drive toward privatization,
regional trading blocs, and the Kingdom’s imminentaccession to the World Trade
Organization, all of which will require serious efforts to enable the Saudi economy to
successfully meet the challenges of globalizatiofihere are also challenges at the
domestic level, foremost among them the steady ireaise in the population. This
necessitates expansion of public services and inftaucture and an increase in the
pace of Saudiization to enable citizens to contriia further to the Kingdom's
development and progress. Increased training and gkenhancement are called for in
all areas and at all levels, with special emphas@n technical and technological fields
that are suitable for employment, particularly in the private sector.

Toward these ends, the Seventh Development Plan fmses on strengthening the Saudi
economy to confront the challenges of the next pha®f the development process. The
Plan adopts a set of economic policies that fit inta long-term perspective designed to
develop human resources, raise the efficiency of mpower, and increase employment
through both generation of new jobs and replacemendf non-Saudi manpower. The
long-term perspective also involves qualitative immvements in state-provided
services such as education, health, social, and mcipal services, as well as expansion
in the provision of water, electricity, transportation, and telecommunication services
with a view to keeping pace with increasing demand.



Special emphasis is placed on the privatization pgyvam as the Kingdom's strategic
option for increasing private sector participation in the socioeconomic development
process. Indicative planning has been adopted fothé growing role of the private
sector, while directive planning has been endorsefbr the public sector. These two
modes of planning will complement and interact witheach other to achieve the
objectives of the development process. This courgd action figures prominently in
the economic policies and measures formulated in ¢hPlan. The objective is to create
a climate to attract foreign direct investments--ahighly competitive endeavor--
because of the contributions such investments make technological advancement
and economic efficiency in the recipient countries.

The Seventh Development Plan pays due attention tbe requirement for continuous

expansion and maintenance of infrastructure commensate with the steady

population increase and targeted economic expansiochievement of these targets
would help to enhance growth of all production andservice sectors, improve their
efficiency, and maintain capital accumulation.

The Plan also emphasizes other important themes. F@nost among these is
development of the administrative and financial infastructure, restructuring
government agencies to raise their productivity and institutional efficiency,
minimizing duplication of work, and rationalizing expenditure. Another major theme
is to strengthen the development of technology inegeral and information technology
in particular, through the build-up of a national science and technology base. This
has become a pressing need if we are to improve aomic efficiency in both the
public and private sectors, and curb all forms of vasteful use of resources and
available productive capacity.

In conclusion, | would like to praise the cooperatn and effective participation of all
Government and private entities in preparing this Fan. Their efforts could not have
borne fruit without the prudent Guidance and directives of the wise leadership of our
dearly cherished country.

KHALID M. ALGOSAIBI
Minister of Planning
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SAUDI FISCAL AND HIJRA YEAR DATES
AND GREGORIAN EQUIVALENTS

Saudi Gregorian Hijra
Fiscal Year Starts on * Year Year Starts on *

Sixth Development Plan Period 1415/16 to 1419/20

1415/16 29 Rajab 1415 1995 1415 10 June 1994
1416/17 10 Sha’aban 1416 1996 1416 30 May 1995
1417/18 21 Sha’aban 1417 1997 1417 19 May 1996
1418/19 2 Ramadan 1418 1998 1418 8 May 1997
1419/20 13 Ramadan 1419 1999 1419 27 April 1998

Seventh Development Plan Period 1420/21 to 1424/25

1420/21 23 Ramadan 1420 2000 1420 17 April 1999
1421/22 5 Shawwal 1421 2001 1421 6 April 2000
1422/23 16 Shawwal 1422 2002 1422 26 March 2001
1423/24 27 Shawwal 1423 2003 1423 15 March 2002
1424/25 7 Duhl-Qi'dah 1424 2004 1424 4 March 2003

Hijra Months Gregorian Months

Moharram January

Safar February

Rabi | March

Rabi I April

Jumada | May

Jumada Il June

Rajab July

Sha’aban August

Ramadan September

Shawwal October

Dhul-Qi'dah November

Dhul-Hijjah December

* Dates are approximate for future years.






Billion
CDS
DMH
DMLA
DMSA
DMSC
DMSS
DMMR
DMPW
DPGC
FIA
GCC
GDP
GIA
GOsSI
GOTEVT
GPGE
GPYW
SCT
HIDA
IMSIU
IPA

U
KAAU
KACST
KARC
KFU
KFUPM
KKU
KSU
Kwh
MEPA
MOAW
MOC
MOCS
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GLOSSARY OF TERMS AND ABBREVIATIONS

thousand million

Central Department of Statistics
Deputy Ministry of Housing
Deputy Ministry of Labor Affairs
Deputy Ministry of Social Affairs
Deputy Ministry of Social Care
Deputy Ministry of Social Security
Deputy Ministry of Mineral Resources
Deputy Ministry of Public Works
Deputy Presidency for Girls Colleges
Foreign Investment Act

Gulf Cooperation Council

Gross Domestic Product

General Investment Authority
General Organization for Social Insurance

General Organization for Technical Educaamad Vocational Training

General Presidency for Girls Education
General Presidency for Youth Welfare
Supreme Commission for Tourism
Al-Hassa Irrigation and Drainage Authority
Imam Muhammad Bin Saud Islamic University
Institute of Public Administration

Islamic University
King Abdul Aziz University

King Abdul Aziz City for Science and Techogly
King Abdul Aziz Research Center

King Faisal University

King Fahd University of Petroleum and Minlera
King Khalid University

King Saud University

Kilowatt hour

Meteorology and Environmental Protection Adisiration

Ministry of Agriculture and Water
Ministry of Communications
Ministry of Civil Service



MOE
MOFA
MOFNE
MOH
MOl
MOLSA
MOMRA
MOP
MOPTT
MPWH
MW
NCWCD
PCA
PHC
PIF
R&D
REDF
SAAB
SABIC
SAMA

SAPTCO

SASO
SAUDIA

Ministry of Education

Ministry of Foreign Affairs

Ministry of Finance and National Economy
Ministry of Health

Ministry of Information

Ministry of Labor and Social Affairs

Ministry of Municipal and Rural Affairs
Ministry of Planning

Ministry of Posts, Telegraphs and Telephones
Ministry of Public Works and Housing
Megawatt (1 million watts)

National Commission for Wildlife Conservatiand Development
Presidency of Civil Aviation

Primary Health Center

Public Investment Fund

Research and Development

Real Estate Development Fund

Saudi Arabian Agriculture Bank

Saudi Arabian Basic Industries Corporation
Saudi Arabian Monetary Agency

Saudi Arabian Public Transport Company
Saudi Arabian Standards Organization
Saudi Arabian Airlines Corporation

Saudi ARAMCO Saudi Arabian Oil Company

SCls
SCPMA
SFD
SEC
SGS
SIDF
SPA
SR
SRCS
SRO
STC
SWCC
UAQU

Specialized Credit Institutions
Supreme Council for Petroleum and MinerdbA$
Saudi Fund for Development
Supreme Economic Council

Saudi Geological Survey

Saudi Industrial Development Fund
Saudi Ports Authority

Saudi Riyal

Saudi Red Crescent Society

Saudi Railways Organization

Saudi Telecom Company

Saline Water Conversion Corporation
Um Al-Qura University
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