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This study has been primarily concerned with the

pattern of economic development and the role of the

multinational corporations (MNC's) in that process in

the Kingdom of Saudi Arabia. Two contrasting theoretical

frameworks were adopted to assess the pattern of economic

development followed in the Kingdom of Saudi Arabia from

1970 through 1983. The first theoretical perspective is

the neoclassical approach to economic development which

postulates that the productive resources at the disposal

of a country and the institutions developed to guide

the prudent use of them are paramount to a balanced

development.

On the other hand, Hymer's contrasting perspective

is based on the Law of Uneven Development. Essentially,

Hymer claimed that inequality is built into the growth

mechanisms of the present day world capitalist economic

system that shapes the international economy through

the agency of the multinational corporations. Therefore,

any involvement by the MNC's is necessarily hierarchical,

and characterized by dominance and dependence as well



as wealth and poverty, particularly between the industrial

countries of Western Europe and North America and the

less developed countries in the Third World societies.

Ironically, the Saudi Arabian case shows that Hymer's

Law of Uneven Development is questionable. First,

instead of the location of a country in the international

economic system as the determinant of high standards

and even development, the natural endowment translated

into surplus capital must be viewed as the key to that

process. Second, Saudi Arabian surplus capital was aided

by foreign technologies, especially from multinationals

based in the United States. In this connection, the

MNC's played a positive role through their supplies of

skilled manpower and efficient technologies to transform

the desert of Saudi Arabia into a world class center of

modern infrastructures and industrial complexes. Thus,

the intervention of the multinationals in Saudi Arabian

economic development has led to a situation of shared

benefits; in which the interests of both the host country

and the transnational enterprises have been well served.

Finally, the Saudi Arabian experience demonstrates

that it is possible for the parent country, the host

country and the multinationals as parties to the investment

process to adjust to each other with mutual trust instead of

conflict and confrontation which had characterized many Third

World countries' and multinationals' dealings in recent years.
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CHAPTER I

INTRODUCTION

Prior to the establishment of the Supreme Planning

Board of Saudi Arabia in 1960 and the subsequent creation

of the Central Planning Organization in 1965, Saudi Arabia

experienced several economic problems. Among these

problems were a shortage of capital, a lack of skilled

manpower, and an underdeveloped infrastructure. Today,

Saudi Arabia has surplus capital, but other problems

remain. Fortunately the country's leaders have come to

realize that the entrepreneurial role of the Kingdom is

indispensible in the scheme of economic development.

However, the importance attached to the role of the Saudi

Arabian Kingdom in economic development will depend upon

the quality of the people involved in political and

administrative tasks, and the extent of the Kingdom's

fundamental interest in economic development. ,Also

important in the field of economic development activity

is the insight that the administration of the Kingdom

has into its problems, and the ability and willpower to

execute those plans deemed necessary.

In the past, the Kingdom seemed to have, through

its actions and policies, obstructed the process of

1
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innovation by its failure to create a climate favorable

for the emergence and functioning of entrepreneurial

talents in both the private and public sectors of the

economy (3, p. 127). In recent years, however, Saudi

Arabia has undertaken infrastructural developments

designed to create new opportunities for entrepreneurial

exploitation. The Kingdom has also improved its human

resources in the economic field so that it can strengthen

its capacity to respond creatively to the new opportunities

offered in the economy.

The primary purpose of this study is to examine the

process of economic development in the Kingdom of Saudi

Arabia, and to assess whether the involvement of the

multinational corporations promoted or inhibited the goal

of "even development."

Most developing countries tend to assign a fundamental

role to industrialization in the process of economic

development. This recognition of the importance of manu-

facturing industries in the growth process leads to

the problem of the choice of an appropriate strategy of

industrial development. This problem may be further

compounded because of the fact that economic development

in the less-developed countries is seen as one which

requires urgent attention. In this process, careful

planning and implementation of industrialization may
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make the end result more socially and politically accep-

table. This is the objective of the Kingdom of Saudi

Arabia.

Saudi Arabia is a country that must expand its

absorptive capacity in order to utilize it's surplus

capital. In this connection, the Saudi Arabian government

must develop its human resources along with the necessary

infrastructure to realize its goal of even development.

By general agreement, less-developed countries are

typically poor in capital of all kinds and are usually

rich in the supply of unskilled labor. However, the

reverse is the case with Saudi Arabia. Saudi Arabia

could accurately be described as less-developed, capital-

rich and labor-short (4). Therefore, economic development

and growth in the Kingdom cannot be solely a domestic

matter. The Saudi economy has to be developed and

sustained by importing technology and skilled manpower.

The Saudi Arabian authorities face the problem of a lack

of indigenous talent, technology and knowledge of how to

use that technology. Hence, it must be by necessity that

the economy obtains these factors, and by collaboration

with foreign enterprises (and possibly foreign govern-

ments). The desire on the part of the Saudi Arabian

authorities for economic development and growth has created

opportunities for private foreign involvement.
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As a developing country, Saudi Arabia has had years

of experience in this area and has come to recognize that

these opportunities, created by its desire for economic

well-being, can be realized only if there is extensive

cooperation between the government and multinational

corporations (MNC' s) .

Based on this premise, the hypothesis for this study

is that Saudi Arabia and the United States-based multi-

national corporations have refuted Hymer's Law of Uneven

Development in the context of the Kingdom's economic

development (2) .

Essentially, Hymer is skeptical of the role of the

multinational corporations, particularly as that role

impacted the less-developed countries (1, pp. 32-39).

Hymer observed that inequality is built into the growth

mechanisms of the contemporary global capitalist system.

He thought that the method of that growth reproduced

hierarchies of dominance and dependence, wealth and

poverty, at every level including that of the cities

of the Third World (1, pp. 34-35).

Hymer fears that the multinational corporations, being

the agents of the capitalist system, would use their own

growth mechanism in Third World countries to subject those

countries to a lower level of development. That is, he

predicts that Third World countries would play the role
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of the lower level of those multinational hierchical

structure. Consequently, those countries' development

would reflect a standard lower than the multinationals'

core cities in Western Europe and North America. Hymer

claims that their growth mechanism enables the multina-

tional corporations to shape the international system in

their own image.

Hymer challenges the multinationals to solve four

critical problems. These are: (1) the foreign-exchange

shortage; (2) labor skill and educational capacity;

(3) the urban food problem; and (4) their ability to keep

the excluded two-thirds of the population under control

(1, p. 36).

While Hymer's fears are understandable in the context

of Third World, weaker countries, it is obvious that the

authorities of the Kingdom of Saudi Arabia have determined

and implemented the developmental strategy deemed essential

to their own society.

In sum, the Kingdom of Saudi Arabia rests on three

key elements. First, emphasis is placed on the diversi-

fication of the economic base through increasing agricultural

and industrial production. This element is intended to

lay the foundation of economic self-reliance in the future.

Second, there is a focus on rapid development of the

Kingdom's manpower resources. This is quite essential for
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all aspects of the Kingdom's progress. Areas of this

development receiving special attention are the increase

in the number of both Saudi's and non-Saudi's in the

labor force.

It is hoped that the productivity of the labor force

will be increased, particularly by education and training,

as well as by creating a productive work environment.

Training and education will also enable the authorities

to shift manpower out of the agricultural sector into

other sectors with expanding opportunities for employment

at higher levels of productivity and income.

The third element of the Kingdom's developmental

strategy is the development of the region through wide

distribution of productive investment based on the

distinctive physical and human resources of each region.

In essence, the development of regional economic resources

and the provision of social services in accordance with

need are intended to distribute the wealth which is

presently generated by the Kingdom's oil.

Justification of the Study

This study may be justified on several grounds.

First, this study is significant because it determines

the role of the multinational corporations in the economic

development of the Kingdom of Saudi Arabia.
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Second, this study is relevant for the fact that it

will highlight the major contributions of the infra-

structural projects in the Kingdom.

Another possibility envisioned by this study is

that it will suggest guidelines regarding the manpower

and skilled labor in the Saudi Arabian national economy.

Finally, this study is significant because it is

intended either to support or reject Hymer's contentions

about the multinational corporations. This point is

raised because the MNC's have been central to critiques

from many well-informed sources who view the MNC's as

exploiters, which may not be accurate.

In short, there is a paucity of studies based on

Saudi Arabia and Hymer's Law of Uneven Development as

treated in this study.

Scope of the Study

In order to examine the process of economic development

in Saudi Arabia, this study will be limited to a time

period between 1970 and 1983. The selection of this

period is based on the fact that between 1970 and 1983

marks the beginning of the national development plan.

Additionally, many economic strides were made during the

overall period. Finally, data availability was a

determining factor.
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Methodology

Quantitative tables have been constructed based on

selected infrastructural projects. The tables show, in

chronological order, the development achieved under each

project in the Kingdom in the following areas: manpower

development and training, education (students enrolled,

teachers and new institutions), health facilities,

communications, road construction, and housing. The

increase of each item from one year to the next is

recorded in percentage form. The figures generated

are then subjected to interpretation in Chapter IV.

This process is based on the contribution made to the over-

all scheme of economic development.

Limitations of the Study

There are some problems that this study is not

designed to address. It is not within the premise of

study to evaluate the impact of immigrants' role in

Saudi Arabia's national economy. Second, this study

does not assess the success or failure of the Saudi

Arabian infrastructural programs. :Rather, changes that

have taken place will be observed to fashion new areas of

future emphasis. Third, this study is not statistical and

does not claim to be; analysis will be based on the histori-

cal trends of selected items. Fourth, this study is not

undertaken to solve the problems related to the Saudi
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Arabian labor shortage and infrastructural programs. It

may contribute to the understanding of the challenges of

the task connected with a foreign-supplied labor force

and infrastructural objectives. Fifth, this study will

utilize primary and secondary sources of data. The

Saudi Arabian government publications will form the bulk of

the data base. However, data scarcity, omissions, and

reliability always pose some problems to scholars working

with the developing countries, and Saudi Arabia is no

exception. Effort will be made to utilize data that are

up-to-date, consistent, and relevant to the task at

hand. Any omissions, discrepancies, etc. will be noted

as may be necessary.

Data and Sources

Data for this study will be gathered from the Saudi

Arabian government publications, U.N. Agencies, and

newspaper clippings, etc. As earlier noted, emphasis will

be placed on reliability, consistency, and up-to-date

sources. As in most data collection efforts dealing

with the developing countries, omissions and lack of data

in some cases are anticipated. Discrepancies in any forms

will be noted to alert the reader. In some instances,

translations might be necessary (i.e., calendars: Hijri

and Gregorian) .
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Arrangement of the Study

This study will be divided into five chapters.

Chapter I will contain the introduction (i.e. statement

of the problem), the purpose of the study, scope of the

study, methodology, significance or justification of

the study, hypothesis, limitations, data, and sources.

Chapter II will review some theoretical literature.

Chapter III presents some historical information outlining

the development of the Saudi Arabian human resources and

infrastructure. Chapter IV is a presentation and analysis

of data collected for this study. Chapter.V is the

summary, recommendations, and guideline for future

studies.
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CHAPTER II

THEORETICAL CONSIDERATIONS

The purpose of this chapter is to present some

theoretical perspectives on the pattern of development

and the role of the multinational corporations in that

process. Emphasis is placed on the review of Hymer's

theory of foreign direct investment and the "Law of

Uneven Development," (4, 113-140). In the past quarter

of a century, the multinational corporation (MNC) has

received both deserved and undeserved criticism regarding

its exploitation of developing countries. The debate

as to the MNC's proper role in the sphere of international

development has continued in several schools of economic

thought. Internationally, the MNC's greatest critics

have come from the so-called Third World countries,

who fear a growing "dependency" on the economic power

of the MNC. The scholarly literature on the debate

over multinationals as "exploiters" or "engines of

development has grown considerably in the disciplines

of business and the social sciences and reflects the

degree of interest that debate has generated.

An analysis of the basic arguments underlying

Hymer's work, as opposed to those of the neoclassical

12
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economists', will provide a clear insight of the develop-

ment process and the impact of the multinational

corporations on the Kingdom of Saudi Arabia.

There are two major approaches to economic development

in the social science literature. The first is known as

the traditional, neoclassical, or orthodox. This approach

began with Adam Smith (14).

The second approach is termed radical or non-

conventional. This approach begins with Marx and includes

Marxists such as Lenin, Paul Baran, Andre Gunder Frank,

etc. This approach also includes the Latin American

dependency school of writers such as Celso Furtado,

Osvaldo Sunkel, and Theotonio Dos Santos. Stephen

Herbert Hymer's writing is oriented toward the radical-

dependency school of economic development. The two

approaches (neoclassical and non-conventional) differ

in their method of development. These approaches have

some drawbacks which are discussed in Chapter IV, where

the process of economic development in Saudi Arabia is

compared and evaluated.

The Neoclassical Approach to

Economic Development

This approach to the problem of economic development

has a long history and it has been the dominant economic
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theory of Western economists. It provides a world view

which seems coherent and insightful into the question of

economic development.

The neoclassical or traditional approach to economic

development postulates that man is held to be rational,

with each individual knowing his or her own self-interest.

In this context, the role of economics is to provide

better information on economic conditions and on the

technical constraints faced either by the individual or

the society so that the process can be facilitated.

The neoclassical economists posit three economic

characteristics of a good society. First it should be

characterized by consumer sovereignty. Here, sovereignty

refers to power; if consumers have sovereignty, they

have the influence to determine what is produced. Moreover,

they choose to purchase the goods and services that they

want most, and that is that the society produces.

The second characteristic is efficiency. Efficiency

in this regard means attaining the maximum output from a

given input. The third characteristic of a good society

is stability. A sound economic society will provide a

stable level of goods for its consumers, thereby allowing

them reasonable expectations about their possibilities

for consumption.
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What are the criteria for economic development? A

country is undergoing a process of economic development

when it is moving to attain a sound acceptable living

standard for its citizens or members. Therefore,

development is occurring when a society attains the

highest rate of growth of output (GNP) per capita possible.

The goal of economic development theory is to provide

insight into how the growth of economic activities might

be accelerated.

The orthodox theory of development specifies two

elements that enhance economic operations. The first is

the productive resources at the disposal of society or

a nation; and second, the institutions developed to guide

the use of these resources. Regarding productive re-

sources, the quantity of output a firm or a nation

generates depends on the quantity and quality of the

inputs in the production process. In this connection,

the neoclassical economic theory postulates that labor is

the key input in the system of economic development of a

society. That is to say, that output is a function of the

quantity and quality of the labor inputs into the

production process (8).

Labor can increase output in several ways. One is

by becoming specialized, which also leads to the division
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of labor. Another way through which labor can increase

output is by increasing employed labor. Finally, if the

basic quality of labor could be enhanced by improving its

physical capabilities, and/or its mental abilities, output

would be increased. Modern theorists of the human capital

school of orthodox economics have suggested that developing

countries should concentrate their efforts in the area

of human developments. Many economists have suggested

programs, mainly educational, to improve the quality of

the labor input (12).

The second factor of production in the traditional

theory of economic development is capital for labor to

work with. Capital here refers to man-made goods used

to produce other goods. In order to build capital, there

must be factories. Thus, industrialization becomes the key.

In order to build capital, a society has to save; it

has to forego consumption today in favor of building

steel mills, power plants, textile mills, etc.

The traditional theory of economic development

postulates that savings are mostly assured by the

capitalists. These are the owners of the capital goods.

An implication of this view is that in order to indus-

trialize and grow, in order to develop, income should be

redistributed to the capitalists. The capitalists, this

view argues, will save, reinvest, and produce more
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capital. This will lead to further industrialization and

to further transformation of energy into output.

Development economists emphasize that capital is the

key and the problem of development is to supply capital.

Development means using increasing quantities of capital

per worker so that the society can be more productive

and can get more output that by using labor alone (13).

The third factor of production is land, along with

other natural resources. Proponents of this factor of

production stress that development and industrialization

are related. But, in order to industrialize, agricultural

development must first be stimulated. Development

economists point out that the agriculture sector makes

four contributions to development. First, agriculture

has to provide surplus food. Second, agriculture must

contribute its surplus labor, that labor which is not

contributing to agricultural output. The people must be

taken off the farms and put into the factories where they

will be more productive and will produce more goods.

Third, agriculture or natural resources extraction must

provide surplus output to be .exported in exchange for

imported capital goods. The fourth role for the agri-

cultural sector is to provide a market for industrial

production.

Another factor of production is technology. Technology

is the way of producing things, the way we combine the
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inputs. Technology includes not only our tools, but

our organization and our knowledge of how to produce.

The final input into production is entrepreneurship.

The entrepreneur is an innovator who creates new ways of

doing things. Some feel he is also a want creator. An

entrepreneur is able to create new tastes and wants, and

he thereby increases the market for his product. He is

also a risk-taker and an economic system needs to be

present to reward him for his risk-taking.

In sum, the orthodox economists argue that output

is a function of the quantity and quality of labor,

capital, the amount of land and other natural resources,

the kind of technology, and the kind of entrepreneurship.

The Capitalist Model of Development and Growth

What are the institutions required for development?

How can the economic factors be combined so as to obtain

the maximum economic growth? In examining the institutions

of the capitalist economy, it becomes apparent that

there are four which play important roles.

The first institution is private ownership of the

means of production. Everything under this institution

is owned privately--capital, land, technology. With

individual ownership it is the private owners who decide

how we use the factors of production and bear the benefits

and rewards of their decision making.
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The second institution of importance is the market

(i.e. the market system) with interrelated markets for

factors of production and for output. We can examine

these various markets briefly.

In the labor market in a modern economy, labor skills

become a commodity to be bought and sold. People sell

their labor skills wherever they can get the highest

monetary and/or psychic reward. The land market

underlies industrialization and the development of a

capitalist economy; hence, land becomes a commodity,

too. All of nature, in fact, becomes a commodity to be

bought and sold, to be used for whatever purpose that

satisfies consumers. The capital market constitutes

the final input within the market system. Capital is

referred to here in the physical sense (i.e. machinery

used in production of other machinery or of output).

There is also financial capital, that is, money. Generally

financial development is seen as important in facilitating

the savings-investment process of capital formation. Both

financial capital and physical capital are bought and sold

in markets. Owners of capital act rationally, making their

decisions based on profitability.

To some economists interested in development, a center

stage to growth is the development of financial inter-

mediaries and the resultant increase in the efficiency of
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operation of the economy. Finally, there is the "output

market." This may also be referred to as the market for

commodities. Since no single person can or should produce

all he wants, he or she must purchase goods in the

commodity market. Food, clothing, shelter, etc. are

purchased in the commodity market. It is the demand for

these goods that determines the amount of resources which

will be dedicated to their production. Therefore an

outlet for goods and services produced must be present

so as to provide employment for all the factors of

production.

The third institution in the capitalist economy

is the "capitalist firm." It is here that production

takes place, that all of the privately owned resources

are brought together and made to cooperate in such as way

as to produce the output the factory owner chooses.

The fourth institution, and the key to capitalist

development, is unrestricted trade at local, national,

and international levels. International trade is a very

important element in the traditional economc paradigm,

for it expands the market so a firm or a country can

pursue its comparative advantage and sell to the whole world.

In order for the capitalist model of development to

reach its fullest potential, economists have identified

two strategies. The first, laissez-faire, calls for the
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government to do very little, for the actions of private

individuals will bring about development, guided by an

"invisible hand." One role of government under the

laissez-faire strategy is to provide for law and order.

A second function of government is to enforce private

contracts. Third, the government must provide those

public goods which society as a whole consumes but which

a private firm could not produce and sell profitably to

the individuals in the society. The government must also

provide for a system of money and credit.

A second strategy to operate the capitalist model is

planning. The planning strategy suggests several methods

of obtaining the needed resources. First, they can be

generated by injecting capital from outside in the form

of foreign and or private foreign investment. Second

capital can come from within, as through private savings.

Capitalist Model and Foreign Resources

The capitalist model of economic development is

commonly recommended for developing the Third World

Countries (10, 15). This form of economic development

entails the infusion of foreign capital, technology, and

entrepreneurial skills available in industrial nations.

The infusion of foreign resources has resulted in growth

in sectors of the economy that foreign investors perceive

to be profitable or able to generate foreign exchange.
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This externally-oriented growth is usually associated

and equated with the Third World societies.

In addition, "the attraction of the standard of

living enjoyed in the advanced countries of the world

has led less developed countries (LDC's) to seek rapid

industrialization." (1) To achieve this end, capital and

technology are needed in the less developed countries.

Western countries are looked up to by the Third World

countries to assist in the supply of capital and

technology. There are three methods by which capital is

transferred: direct investments, portfolio investments,

and loans. Foreign investors are concerned about the

safety and high rates of return on their capital.

Therefore, they require that the control of the operations

overseas rests substantially in their hands.

In addition, "technology transfer involves the know-

how process (i.e. the technology entailed in the production

processes themselves), including the ability to choose

the appropriate technologies and related expertise that

go with them. Both capital and technology are controlled

by the multinational corporation based in the Western

countries. This is achieved through direct foreign

investment and licensing agreements." The advantages

of technological innovation give the MNC's the power of

monopoly, leading to increased profit, in imperfect Third

World markets.
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The success of the American model of capitalism at

home has led the American economists to assert that the

approach promises positive results elsewhere in the globe.

This assertion does not rest very well with some European

and Third World economists. The simple reason is that

they observe many contradictions due to American political,

economic, cultural and military power. To be sure,

almost all traditional economists accept the assumption

that capitalism as a system is the most efficient way to

allocate the world's resources for the benefit of all

(5, p. 44).

One of the leading advocates of the multinational

corporation is Charles Kindleberger (10). He sees the

multinationals and national firms in the same light. Just

as the national firms increased the efficiency of markets

for goods and factors within nations, so do the multi-

national firms increase the efficiency of the international

marketplace.

Kindleberger argues that foreign enterprises may

help equalize incomes among developed nations by supple-

menting trade and factor movements. In the same way, he

notes that multinationals offer the possibility of

equalizing incomes between rich and poor countries. The

employment of local labor, materials, etc. shows a

positive contribution toward the local economy. In some
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instances, Kindleberger notes, MNC's may be detrimental

to the interests of their home economies. This is due to

the fact their objective is to increase the efficiency

(profits) of the global economy. Kindleberger's position

is seen as purely economic; hence, he does not regard

political issues as any of his major concerns.

Another writer about many aspects of the multi-

national corporation in the less-developed countries is

Raymond Vernon (15). He does not consider himself as an

advocate of the MNC. Vernon has expressed concern about

MNC's concentration of power, its avoidance of national

jurisdiction, and some of its methods of promotion,

production, and money management. Nevertheless, he

takes issue with virtually every proposition and argument

of the critical or radical literature. In direct contrast

to the radical perspective, Vernon maintains that the

activities of U.S. multinational enterprises abroad is to

add to the rate of growth and productivity of other

countries. Although Vernon agrees with the radical idea

that the presence of multinational investment often

increases the propensity for conflict, particularly between

the multinational and the host country or conflict between

the host and parent countries, he believes that conflict is

inevitable because there is a psychological or political

reaction to the mere presence of a MNC in underdeveloped

countries.
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In short, neoclassical writers' perspectives are as

follows. First, they argue that multinational corporations

have a substantial contribution to make to the global

welfare, if measured in economic terms. Second, many

of the expressions of concern over the economic consequences

of the MNC's are not supported by the facts (6).

Third, not all parties affected by the operations of

the multinational corporations necessarily benefit

equally or indeed at all. Fourth, the problem generated

by the presence of the MNC is psychological and political,

resulting from the assumed strength of these enterprises

and their flexibility of operations.

Neoclassical-economists prefer to define and see the

state as external to their analysis of the role of the

multinational corporations. To these writers, the state

and the economic spheres are two independent entities

only distantly related. Economics is the determining

force, according to neoclassical economists. Other

aspects, such as political, cultural, etc. are external

forces that tend to distort and disrupt the economy.

Neoclassical economists see the conflict of non compata-

bility between the state and MNC. They see a power struggle

between the two, and that the fundamental dilemma of the

modern state is how to retain national control of the

effective implementation of domestic economic and political
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policies, and at the same time guaranteeing the openness

of boundaries for MNC's to operate efficiently--as well

as to expand.

Critics of the Mainstream Analysis of the
Multinational Corporations (MNC's)

Many criticisms of the role played by the multinational

corporations in the less-developed countries have emerged

since the early 1960's. There is broad agreement among

the numerous writers that fall under the rubic of radical

or critical economists about the first-order consequences

of the MNC's investment, including international capital

movements (income flows, balance of payment effects),

displacement of indigenous production, technology and

patterns of consumption, and social structure and income

inequalities (5, 9). Major differences in emphasis arise

between Marxists and non-Marxists in the ascription of

the mechanisms by which such consequences arise (as to

how multinationals cause them) and in the specific

consequence attributed to them. In short, multinational

corporations are criticized for their high wages compared

with the host companies scale. There is a consensus that

multinational corporations investment often increases

the propensity for conflict, either international or

domestic, between the multinational and the host country,

or between competing groups within the host country. Even
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when overt conflict is absent, there is a consensus that

investment by MNC's both enhances and maintains their

hegemonial dominance in underdeveloped alternatives to

the MNC's in the form of state corporations, an indigenous

private sector, or some combination of both (1).

Critics of the multinational corporations disagree

that foreign investment results in a net importation of

capital (defined as money capital or income). If anything,

they contend that multinationals promote a net outflow

of income (2). Others have contended that in addition to

a net outflow of capital, MNC's have also contributed to

the worsening balance-of-payments. Remittance of profits

is one mechanism cited by critics of the MNC as a mean of

draining the less-developed countries.

Sometimes foreign investors bring with them tie-in

classes similar to those associated with aid projects

that require the subsidiaries to buy every item from the

parent branch (1).

Internal capital is kept to a minimum through the

agency of the multinational corporation, as they are

interested primarily in peripheral economies from the

standpoint of their ability to secure internationally

tradeable commodities from them. Their over-riding

objective is to extract these commodities as cheaply as

possible while minimizing the value of the commodities
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they must give in return for the goods extracted. One

important implication of this externally-oriented activity

is the fact that MNC"s are not interested in expanding the

domestic markets of the less developed countries unless

it involves an expansion of international tradeable

commodities. For example, an MNC would be interested in

expanding its investment in the production of international

commodities only if there is; significant local "surplus"

capital which can be exchanged for further international

purchasing power. In the latter case, the MNC would be

inclined to engage in trade locally or to invest in other

forms of local production in order to secure this purchasing

power. Therefore, MNC's will become involved in the

peripheral economy to the extent that their profits there

can be converted into international purchasing power,

which means that the profits must be convertable into the

"hard" currency in use in the metropolitan economies.

Stephen H. Hymer's Critiques of MNC's

Hymer's contentions about the MNC's can be briefly

summarized as follows. First, he stresses that corporation's

desire to control foreign operations is the central motive

for direct investment. According to Hymer, control by

the foreign investor is not merely based on a desire to

determine the prudent use of assets but is used as a
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strategic move to eliminate competition between the invest-

ment enterprise and enterprises in the host country (5, 9).

Another concern expressed over the years by Stephen

Hymer was the role of labor in the world economy. He

argued that capital expands by accumulating surplus value

through the addition of a new proletariat at the point of

production. He contended that more emphasis should be given

to the basic contradictions of capitalism that occur

between capital and labor, and the fundamental basis of

agreement among capitalists as against the working class.

Thus, Hymer's contributions to the understanding of

accumulation is two-fold. First, Hymer demonstrated how

the development of business enterprises can be viewed as

a process for centralizing and perfecting the process of

capital accumulation. That is, by extending the analysis

of the firm, he raised numerous questions about the nature

of heirarchy and control in the world economy (5, p. 33-34).

Hymer's analysis is reflected in his belief, at the

time, that the MNC served as a substitute for the market.

Capitalists would tend to unify their interests when those

interests were threatened by growing competition in the

world market as well as by non-capitalist groups and the

working class (5, p. 32-34).

While the Marxists or neo-Marxists discern that

economic and social development are important, they want
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to know who is controlling the development. These scholars

would like to know whether, to the international economic

process, the countries are objects of development at

someone's hands, or are they subjects of development--

in control of their own destiny. The various attempts

to answer those crucial questions which are basic to

developmental concepts have given rise to the theories

of "dependency," and of "underdevelopment." Latin American

scholars are the leading proponents of these theories,

which have become increasingly influential in other Third

World areas.

The dependency theory points out that the political

and the economic consequences of foreign enterprises as

they result from two laws of development: The "Law of

Increasing Firm Size" and the "Law of Uneven Development"

(9). The former, Hymer has argued, is the tendency

since the Industrial Revolution, for firms to increase in

size "from the workshop to the factory to the national

corporation to the multidivisional corporation and now to

the multinational corporation." As for the "Law of Uneven

Development," the tendency of the international economy is

to produce poverty as well as wealth, underdevelopment as

well as development.

Hymer' s contention is that the multinationals have the

tendency of transplanting their organizational structure
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on a global basis. The implications are many. First,

MNC's hierarchy is developed in such as way that the lowest

level is assigned the less essential tasks as compared

to the corporate executive or the middle management

personnel. On the global basis, the MNC's also assign

completely itemized day-to-day activities to the Third

World nationals. Concsequently, development is not

expected to reach the height as experienced in the core

cities of New York, London, or Paris. Second, by con-

centrating top quality personnel and new technologies at

the center cities, development tends to show in favor of

these areas. Hymer was of the opinion that the multi-

nationals are efficient for themselves, hence they are

self-serving. Moreover, he saw them as desirous to control

and centralize their operations because they want to insure

that their assets are secured. In short, the Law of Uneven

Development should be thought of as a global arrangement

by the MNC's as agents of a capitalist system. Where

development takes place is in the industrial countries and

less development results in the Third World.

In his theory of direct foreign investment, Hymer

postulated that the desire for control over the enterprise

in order to ensure the safety of investment was the key

to MNC involvement in the less developed countries (9, p. 23-

24). Second, Hymer also described the international
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operation in another sense. Here, he saw the desire for

the control of the foreign enterprise as a strategy

to remove competition between that foreign enterprise and

enterprises in other countries (9, p. 25).

The data presented in Chapter III on manpower,

education and infrastructure will show the tremendous

progress made during 1970-1983.
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CHAPTER III

PRESENTATION OF DATA ON MANPOWER,

EDUCATION AND INFRASTRUCTURE

The tables and charts presented in the following pages

regarding key economic development variables represent

the major findings in this study. These findings will be

shown in Chapter IV to be related to the major hypotheses

regarding multinational intervention in general, and to

Hymer's claim in particular. In order to show the progress

(or lack of progress) made, we compare the annual increases

or decreases in percentages. By using 1970 as the baseline,

the progress in economic development in Saudi Arabia is

determined through the following thirteen years (i.e. 1970-

1983).

Many reasons account for the choice of these two

dates for comparison. In 1970, the Kingdom of Saudi Arabia

introduced its first development plan. This activity

marks a new beginning with many economic implications

for the future of the Kingdom. For instance, as a formal

development package, it is geared toward specific projects

that can be evaluated on their own merits. Also, it compels

35
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the officials of the Kingdom of Saudi Arabia to be more

sensitive to the implementation process of the national

development policy.

Second, this is a good time period due to heavy

multinational intervention. The choice of 1983 was based

on the availability of data in a consistent nature.

Another reason for selecting the year 1983 is that it

allows for a fairly comprehensive assessment of the

impacts of the development plan packages on major projects.

These projects include manpower development, education and

infrastructure (i.e. health care, transportation, housing,

communication and utility). Evidence of the multinationals'

involvement is accounted for by the various projects

undertaken jointly with the Saudi government (e.g. See

Appendix).

Except otherwise stated, all figures are taken from

the Kingdom of Saudi Arabia, Achievements of the Develop-

ment Plans 1390-1403 (1970-1983) Facts and Figures, Ministry

of Planning, Riyadh, Saudi, Arabia, 1985, (2).

Development of Education

The government of the Kingdom of Saudi Arabia provides

the opportunity for free schooling from kindergarten through

the university levels. The government expects that the

students will eventually contribute their quotas to the

development of the nation as a modern society. It is
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also hoped that a sound educational foundation will

enhance the economic growth leading to a stable society.

Quantitatively speaking, education development

has received much attention since the introduction of the

first development plan in 1970. One account shows that

education received at least $644.9 million under the

1970 development program (3). In the Third Development

Plan of 1975-1980, education was alloted a total sum of

$101,171 million, an increase of roughly 152.2 percent

over the previous plan (4).

Table I displays the number of students enrolled in

the Kingdom's institutions of learning including pre-

school, elementary education, intermediate education,

secondary education, higher education, training abroad,

teacher training, technical education, adult and others.

The total number of students at all levels of educational

institutions in 1970 was 547,000. By 1983, the number has

risen to 1,826,000, an increase of 333.8 percent. The

number of teachers who were full time employees of the

state was 23,118 in 1970; by 1983, it had increased 452

percent to 104,524 teachers. Another area that received

tremendous growth is the number of schools which was 3,107

in 1970. By 1983, this number had grown to 13,426,

an increase of 432 percent. On the average, growth in

enrollment was higher in the area of technical education
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TABLE I

DEVELOPMENT IN EDUCATION (MALES AND FEMALES)

Number of Students (Thousand)

Number of Number of Teachers Elementary Intermediate

Year Schools (Full Time) Pre-school Education Education

1970

1971

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

3,107

3,283

3,659

4,254

4,697

5,634

6,536

7,497

8,695

10,018

11 ,070

11,379

12,619

13,426

23,118

23,856

27,627

31,907

37,942

43,777

51,176

58,201

63,557

70,468

78,309

86,007

95,233

104,524

4

6

7

8

10

14

16

16

18

23

24

28

36

39

397

428

475

521

578

634

586

726

753

803

862

930

998

1,070

61

70

84

100

116

137

155

178

197

220

245

257

274

301

Source: Achievements of the Development Plans, 1970-83, Facts and
Figures, Rigadh, Ministry of Planning, (1984), p. 234, Table 85.

Note: In the case of higher education faculties are counted as schools.

, F,II
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TABLE I--Continued

DEVELOPMENT IN EDUCATION (MALES AND FEMALES)

Secondary Higher Training Teacher Technical Adult

Education Education Abroad Training Education Education Othel Total

16

20

23

27

33

42

49

60

70

84

93

100

116

131

7

8

9

11

15

19

26

32

41

44

48

56

63

75

2

2

2

2

3

5

8

8

9

10

10

12

18

20

11

14

15

14

14

15

15

15

20

21

22

21

20

18

1

1

1

1

2

3

4

5

6

6

7

8

9

11
,1 ,-,

43

43

46

55

72

100

95

99

106

122

142

136

146

14 1

5

5

7

9

10

14

12

12

9

7

9

15

21

20

547

597

669

748

853

983

1,066

1,151

1,229

1,340

1 ,463

1,563

1,701

1,836
I - - 1- .7 - -,I-- - - I

iII
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than in any other segment, recording 234 percent over the

thirteen year period covered in this analysis. Training

abroad was the second growing educational area within a

21.7 percent average rate over the thirteen year period.

Higher education in general grew quite substantially

with an average of 21.4 percent over the thirteen year

period. The total number of students enrolled averaged

9.8 percent during the period under consideration (1970-

1983).

The implications of the foregoing figures are many

and far reaching. First, the Kingdom of Saudi Arabia

seemed to have emphasized the growth of technical education

more than the basic areas of the educational system. The

reasoning behind this emphasis would be that the demand

for technicians or skilled labor to implement development

projects is acute. Another area of concern is the training

abroad which was very high on the growth scale. There was

an over-reliance on foreign institutions to train Saudi

Arabian nationals due, in part, to the lack of facilities

at home, as well as a shortage of qualified teachers in

the Kingdom. The least growing area is teacher training

enrollment which averaged 4.4 percent. This growth pattern

may reflect the quality of teachers in the various levels

of the educational system. As one study shows, "the quality

of education, however, is hardly geared to the requirements
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of the Kingdom in the decades ahead," (4, p. 26). The

lower growth in the enrollment of students at the elemen-

tary education level may reveal two things. First, is

that the Kingdom of Saudi Arabia may be slow in meeting

the enormous manpower shortage due to the small intake

that elementary school experiences . Second, the older

segment of the society seems to be growing faster than

the younger age groups. The bright aspect of the future

for elementary school is that the growth of the pre-school

enrollment is substantial, averaging 17.8 percent during

the thirteen year period.

Table II displays the number of students graduating

from all levels of educational institutions in the Kingdom

of Saudi Arabia. The annual rate of growth of graduates

at all levels of educational institutions for males and

females shows that local universities and secondary schools

grew at an average rate of 20.1 percent respectively during

the period from 1970 to 1982. There was a steady growth

for higher education graduates whereas general education

experienced fluctuating growth. In fact, the latter dropped

from 12.8 percent annual growth in 1981 to a negative

growth rate of 54.5 percent in 1982. In general, since more

graduates are turned out from the higher institutions, the

manpower shortage is expected to drop gradually in the
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years ahead. Alternatively, those students who choose

not to enter the universities after their secondary

education may also qualify for the job market.
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TABLE II

GRADUATES AT ALL LEVELS OF EDUCATION (MALES AND FEMALES)
AND ANNUAL RATES OF GROWTH

Higher Education General Education

Percentage Percentage
Growth In Growth In

Year Total Total Total Total

1970 808 48,865

1971 1,143 41.5 48,944 0.2

1972 1,451 26.9 61,252 25.1

1973 1,397 -3.7 74,127 21.0

1974 2,400 71.8 91,342 23.2

1975 2,111 -12.0 97,142 6.3

1976 2,394 13.4 124,246 27.9

1977 3,396 41.9 144,047 15.9

1978 4,124 21.4 153,880 6.8

1979 4,358 5.7 149,422 -2.9

1980 5,124 17.6 158,674 6.2

1981 6,590 28.6 178,911 12.8

1982 6,455 -2.0 81,380 -54.5

Average 18.7 9.7

Source: Achievements of the Development Plans, 1970-1983,
Eacts. and Figures, 'Riyadh, Ministry of Planning,
(1984), p. 243, Table 94.
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Table III is a comparison of the total number of

male and female students and their annual growth rate.

It also indicates overseas training patterns over a

period of thirteen years for both males and females. More

male students are in the Kingdom's educational institu-

tions than females, but the average annual growth rate

for female students is higher (i.e. 13.6 percent) than

that of their male counterpart which is 8.1 percent for

the thirteen years of the planned development programs.

Ironically, the average annual rates of growth of female

graduates at all levels of education is almost four times

that of male graduates in higher education institutions

(i.e. 50.7 percent to 15.7 percent respectively). For

general education graduates, the average annual rates

of growth for females is 15.8 percent and 7.3 percent for

males over a thirteen year period. On the other hand,

more Saudi Arabian males receive training from abroad

than their female counterparts. The average annual rates

of growth for males in overseas institutions is 20.9

percent while the females experienced a zero growth

rate of the period of thirteen years.
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Table IV shows the progress made in the area of

vocational training education in the Kingdom of Saudi

Arabia from 1970 through 1983. Enrollment in the pre-

vocational and vocational training institutions rose more

than 800 percent between 1970 and 1983 (i.e. from 578 to

4,972). The number of students or trainees graduating

from the two categories of vocational training also rose

more than 100 percent from 417 in 1970 to 3,930 in 1983.

It is also estimated that trainees in the category of

"on-the-job" total more than 202,000 by the end of the

1983 development year.

Table V displays the progress made in the area of

technical education. Beginning with an initial enrollment

of 899 in 1971, by 1983 the figure has risen to 9,527

students, an increase of over 700 percent over a period of

twelve years. The number of students graduating increased

from 152 in 1971 to 2,008 in 1983, representing a more

than thirteen-fold increase over the same period.

Table VI displays the development of the Kingdom's

communications facilities, particularly the telephone

exchange line capacity and numbers currently operating.

The program to expand telephone facilities in the Kingdom

of Saudi Arabia can be described to be very spectacular.

The exchange line capacity has expanded from 766,000 in

1970 to 1.1 million in 1983. This represents an annual
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TABLE IV

VOCATIONAL TRAINING

1970-71 1971-72 1972-73 1973-74 1974-75

Pre-vocational Training

Number of Centers 3

Trainees 240

Graduates 194

Vocational Training
(Daytime)

Number of centers 4 4 4 4 6

Trainees 578 785 748 1,325 1,183

Graduates 417 382 552 582 876

Pre-Industrial Training
(Evening)

Trainees

Graduates

Instructors Training

Trainees 65

Graduates 65

On-the-Job Training

A. Unsubsidized

Trainees

B. Subsidized

Trainees
Source: Achievements of the Development Plans, 1970-1983, Facts and Figures,

Riyadh, Ministry of Planning, (1984), p. 253, Table 104.
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TABLE IV--Cont inued

VOCATIONAL TRAINING

1975-7611976-77 1977-7811978-7911979-8011980-8111981-8211982-83 Total

3

259

185

8

1,395

695

66

55

13,643

3

298

191

9

1,499

1,144

1, 115

646

36

22

3

303

240

11

2,188

889

3,249

2,316

53

44

6,368 29,580

11

6

618

455

15

2,466

1,275

3,898

3,076

35

34

10,000

21

6

753

615

18

3,172

1,498

4,593

3,407

47

36

4,531

7

6

886

756

20

3,801

2,024

5,386

4,319

59

51

37,615

6

6

966

854

20

3,917

2,455

5,341

4,293

61

57

4 1,346

171

8

5,544

4,612

21

3,751

2,808

4,465

3,548

63

50

59,309

97

8

5,544

4,612

21

26,808

15,597

28,047

21,605

485

414

202,392

313
-__ - I ,-

'-' " ",i t t L 1
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TABLE V

TECHNICAL EDUCATION

1971-72 1972-73 1973-74 1974-75

Secondary Commercial Education

Number of Schools 3 3 3 8

Enrollment 134 321 584 1,170

Graduates 113 338

Higher Commercial Education

Number of Schools

Enrollment

Graduates

Secondary Industrial Education

Number of Schools 4 4 4 4

Enrollment 765 977 1,477 2,133

Graduates 152 187 226 345

Higher Industrial Education

Number of Schools 1 1 1

Enrollment 58 119 105

Graduates 10 53

Secondary Agricultural Education

Number of Schools

Enrollment

Graduates

Source: Achievements of the Development Plans, 1970-1983, Facts and Figures,

Riyadh, Ministry of Planning, (1984), p. 252, Table 103.
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TABLE V---Cont inued

TECHNICAL EDUCATION

1975-761976-7711977-78I1978-7911979-8011980-81 1981-8241982-83 Total

11

1 ,643

286

1

19

8

2,293

634

1

108

50,

11

2,306

380

2

95

16

8

2,041

687

10

106

10

14

2,981

818

3

229

45

8

1,474

627

2

147

52

136

14

3,516

859

3

247

75

8

1, 145

391

2

146

47

1

265

15

4,288

1,014

4

264

63

8

1,213:

266

2

137

61

322

118

16

4,468

1,074

4

292

78

8

1,819

321

1

95

42

246

95

16

4,936

1,206

4

229

78

8

2,654

363

91
91

21

190

67

20

5,828

1,305

4

271

99

8

3,163

534

117

23

148

47

20

32,175

7,393

4

1,646

454

8

21,154

4,733

1

1,229

369

1,307

327
I e I
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TABLE VI

COMMUNICATIONS

(Millions)

Telephones

Number of Exchange Line
Telephones Operating Capacity

Year (Thousand) (Thousand)

1970 29.4 76.6

1971 34.7 76.6

1972 56.8 76.6

1973 62.4 76.6

1974 75.IC 99.6

1975 90.IC 131.6

1976 108.1C 134.6

1977 126.OC 182.0

1978 156.8 215.0

1979 227.3 397.9

1980 319.6 587.3

1981 451.7 741.0

1982 633.3 970.7

1983 780.6 1,123.0

Source: Achievements of the Development Plans, 1970-1983,
Facts and Figures, Ministry of Planning, Riyadh,
(1984), p. 231, Table 82.
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average growth rate of 26.3 percent. The actual number

of telephones operating in the Kingdom jumped from

29,400 in 1970 to 780,600 in 1983, an average annual

growth of 28 percent.

Table VII is the civil aviation development in the

Kingdom, emphasizing the activities of the Saudi Arabian

Airlines (SAUDIA). The Saudia expanded the available

seat-kilometers at an average annual rate of 28 percent

from 1.3 billion in 1970 to 21.9 billion in 1983. The

Kingdom's airline actual passenger traffic rose at a

slightly higher annual average rate of 31.5 percent.

Thus, the rise recorded for the period under considera-

tion in revenue seat-kilometers was from 0.6 billion to

14.6 billion. This figure is over the corresponding

period. In terms of average load factor in the case

of passenger traffic improvement was from 43 percent to

67 percent for the period under review.

It is recorded that Saudia, the Kingdom's national

airline, flew revenue-kilometers from 17 million in 1970

to 106 million in 1983. This effort represents an annual

growth of about 19 percent. The recorded "blockhour"

flown was at an annual rate of growth of 15.3 percent

(i.e. rising from 45,000 in 1970 to 181,000 in

1983).
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Table VIII specifies the major progress made in road

and transportation areas. Beginning with railroad freight

traffic from 1970 to 1983, railroad freight ton-kilometers

recorded a nearly twenty-fold increase, from 34 million

ton-kilometers to 761 ton-kilometers. This growth repre-

sents an average annual rate of roughly 26 percent.

Railroad passenger traffic more than doubled. In

1970, a record of 38.6 million passenger-kilometers was

experienced. By 1983, the figure had jumped to 100.0

million passenger-kilometers. This amounted to an average

annual growth rate of 6.7 percent. Moreover, the number

of passengers traveling on railroads increased from 117,000

in 1970 to 272,000 in 1983, an increase of 232.4 percent.

Another area which experienced a tremendous expansion

was the network of earth-surfaced roads in rural areas.

This segment of road development expanded from 3,500 km

to 38,644 km in 1970 through 1983. This represents an

average annual growth rate of 21.3 percent. It is note-

worthy that these roads serve more than 8,000 villages.

The length of paved roads also experienced a sizeable

expansion within the inter-city zones. This portion of the

road network expanded at an average annual rate of 10.6

percent, from 8,000 kilometers in 1970 to 26,000 kilometers

in 1983.
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TABLE VIII

ROAD AND RAILROAD TRANSPORTATION AND
ANNUAL RATES OF GROWTH

Railroad Passenger and Freight Traffic

Percentage

Growth In Percentage Percentage
Freight Ton Freight Freight Growth Passenger Growth In
Kilometers Ton (Thousand In Kilometers Passenger

Year (Million) Kilometers Tons) Freight (Million) Kilometers

1970

1971

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

34.0

39.0

68.4

62.0

66.2

68.3

85.6

124.7

148.7

210.0

261.0

458.4

509.4

761.0

14.7

75.4

-9.4

6.8

3.2

25.3

45.7

19.3

41.2

24.3

75.3

11.1.

49.4

733

949

1,063

1,127

104

1,448

4,442

3,771

1,033

1,055

886

1,294

1,446

1,698

29.5

12.0

6.0

-2.0

31.2

206.8

-15.1

-72.6

2.1

-16.0

46.1

11.7

17.4

38.8

41.8

48.3

60.9

71.5

68.1

79.5

94.3

63.4

74.2

82.0

87.5

100. 1

99.7

7.7

15.6

26.1

17.4

-4.8

16.7

18.6

-32.8

17.0

10.5

6.7

14.4

-0.4

Average 25.8 3.2 6.7

Source: Achievements of the Development Plans, 1970-1983, Facts

and Figures, Riyadh, Ministry of Planning, (1984) p. 223,
Tables 74 and 75.
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TABLE VIII--Continued

ROAD AND RAILROAD TRANSPORTATION AND
ANNUAL RATES OF GROWTH

Road Development

Percent-
Length of age Length Percent-

Percent- Earth Growth In of age
Passengers age Surfaced Earth Paved Growth In

Growth In Roads Surfaced Roads Paved
(Thousands) Passengers (Kms) Roads (Kms) Roads

117

1 14

133

170

253

200

238

293

283

276

254

275

284

272

-2.6

16.7

27.8

48.8

21.0

19.0

23. 1

-3.4

-2.5

-8.0

8.3

3.3

-4.2

2,487

4,174

4,963

5,743

6,770

8,510

11,938

13,307

16,948

20, 119

24,186

28,987

33,027

38,644

19.7

18.9

15.7

17.9

25.7

31.5

18.9

27.4

.18.7

20.2

19.8

14.0

17.0

8,021

8,323

8,614

8,976

9,660

11,243

13, 120

15,038

17,200

18,900

20,238

22,496

23,794

26,042

3.8

3.5

4.1

7.7

16.4

16.7

14.6

4.4

9.9

7.1

11.2

5.8

9.4

7.3 2 1 .3 10.6
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Table IX addresses ports development and annual rate

of growth as a major infrastructural concern. From 1970

to 1974, no data on handling capacity and number of berths

at all seaports was available. During the second develop-

ment plan in 1975, 6,102,000 tons of handling capacity

were recorded. This was followed by a steady annual

average growth of about 32 percent; by 1985, handling

capacity had reached a record 48,800,000 tons. At the

same time, the number of berths increased from 27 in 1975

to 133 in 1983. The average annual rate of growth was

20.4 percent.

Table X accounts for electricity generated within the

Kingdom from 1970 to 1983. It also includes the number of

Kilowatt-hours sold. In short, electricity generated rose

more than eighteen times, increasing from 1.8 billion kilo-

watt-hours to 33 billion kilowatt-hours. The amount sold

increased from 1.7 billion kilowatt-hours in 1970 to

29 billion kilowatt-hours in 1983.

At the same time, the number of subscribers rose at an

average annual rate of 167.5 percent, increasing from 216,000

to 1.4 million by the end of 1983. The annual consumption

of electricity per subscriber increased more than six-fold,

from 2,600 kilowatt-hours to 16,140 kilowatt-hours. The

average annual useable capacity and installed capacity for

the period under review are 32.8 percent and 33.1 percent,

,_
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TABLE IX

PORTS DEVELOPMENT AND ANNUAL RATE OF GROWTH

Growth In
Number Number

Growth In of Berths of Berths
Capacity Handling at all at all

Year (Thousand Tons) Capacity Seaports Seaports

1970

1971

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

6,102

10,629

17,850

21,530

31,100

37,800

41,300

46,700

48,800

74.2

67.9

20.6

44.4

21.5

9.3

13.1

4.5

27

39

53

75

95

101

113

121

133

44.4

35.9

41.5

26.7

6.3

11.9

7.1

9.9

.5- 5 1.

Source: Achievements of the Development Plans,
Figures, Riyadh, Ministry of Planning,

1970-1983,

(1984), p.
Facts and

225, Table 76.
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TABLE X

PRODUCTION AND SUPPLY OF ELECTRICITY
AND ANNUAL RATES OF GROWTH

Percentage

Growth In Percentage
Apparent Apparent Number Growth In
Consumption Consumption of Number
Per Subscriber Per Subscribers of

Year (Kwh/year) Subscriber (Thousands) Subscribers

1970

197 1

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

2,602

2,742

3,218

3,608

3,977

4,793

5,707

6,916

7,619

9,530

12, 184

13,453

13,707

16, 140

5.4

17.4

12.1

10.2

20.5

19.1

21.2

10.2

25.1

27.5

10.7

1.9

17.8

216

233

248

265

304

352

403

466

582

727

872

1,042

1,212

1 ,390

7.9

6.4

6.9

14.7

15.8

14.5

15.6

24.9

24.9

19.9

19.5

16.3

14.7

Average 16.3 16.5

Source: Achievements of the Development Plans, 1970-1983, Facts and Fig-
ures, Riyadh, Ministry of Planning, (1984), p. 217, Table 68.
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TABLE X--Cont inued

PRUDUCTION AND SUPPLY OF ELECTRICITY
AND ANNUAL RATES OF GROWTH

Percentage Percentage Percentage
Power Growth In Usable Growth In Installed Growth In

Generated Power Capacity Usable Capacity Installed
(Million Kwh) Generated (MW) Capacity (MWP) Capacity

1,825

2,055

2,390

2,908

3,672

4,270

5,875

7,263

9,713

14,238

18,909

25,06.1

31,014

33,010

12.6

16.3

21.7

26.3

16.3

37.6

23.6

33.7

46.6

32.8

32.6

23.8

6.4

344

418

512

657

938

1, 173

1,679

2,365

3,210

4,124

5,904

7,359

9,350

10,704

21.5

22.5

28.3

42.8

25.1

43.1

40.9

35.7

28.5

43.2

24.6

27.1

14.5

418

505

615

800

1,152

1,398

1,994

2,948

4,083

5,512

7,032

9,575

11,774

13,316

20.8

21.8

30. 1

44.0

21.4

42.6

47.8

38.5

35.0

27.6

21.8

37.5

13.1

27.7 32.8 33. 1
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respectively. In actual figures, the installed capacity

grew from 418 megawatts (MW) in 1970 to over 13,000 MW in

1983. The usable capacity also grew at nearly the same

rate, from 344 MW in 1970 to 10,700 MW in 1983.

Table XI is a review of the progress made in the

expansion of the Kingdom's factory facilities. There

was a remarkable expansion in the large manufacturing

industries, both private and semi-private. In 1970,

the number of licensed factories was 207. By 1983, the

figure had risen to about 3,000.

The operating factories were 207 in 1970; by 1983,

the number increased to 1,530. Coupled with the rise in

the number of factories is the total employed labor force

which was over 168,000 man-years. By the end of 1983,

the factories had employed a total work force of over

90,000 persons.

In short, the Kingdom's factories recorded expansion

as follows: average annual growth rate for licensed

factories, 28.6; manpower of operating factories, 26.0

percent, and manpower of licensed factories, 18.8

percent for the period under review.
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The number of hospital beds in all health facilities

operating in the Kingdom (both public and private sectors)

increased about three-fold from 9,039 in 1970 to 25,047 in

1983. The number of medical and para-medical personnel

in all health facilities increased more than seven-fold

rising from 6,17.4 in 1970 to 46,242 in 1983. The number

of physicians rose from 1,172 to 12,443 at the same time.

Nursing staff in both public and private sectors increased

from 32,261 to 23,214, and para-medical staff increased

from 1,741 to 10,585 for the same period.

Table XII is a documentation of all sponsored health

facilities by the Kingdom of Saudi Arabia. Beds in the

hospital operated by the Ministry of Health grew at an

average annual rate of 15.8 percent, rising from 7,165 in

1970 to 16,990 in 1983. The number of physicians increased

an average by 16.8 percent annually, from 789 in 1970 to

5,635 in 1983. The number of nurses also went up at an

average annual rate of 12.8 percent, rising from 2,253 in

1970 to 10,702 in 1983. Para-medical staff grew at an

average annual rate of 13.4 percent; rising from 1,452

in 1970 to 6,160 in 1983. The number of hospitals increased

from 47 in 1970 to 78 in 1983, while health centers rose

from 519 in 1970 to 1,092 in 1983.
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TABLE XII

HEALTH FACILITIES AN) ANNUAL RATE OF GROWTH

Percentage
Growth In Percent-

Number of Number of Percent- age

Hospitals, Hospitals, age Growth In
Dispen- Dispen- Number Growth In Number Number

saries & saries & of Number of if

Health Health Hospi- of Hospi- Hospital Hospital
Year Centers Centers tals tals Beds Beds

1970

1971

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

566

570

584

620

667

693

785

812

860

891

958

1,037

1,048

1, 170

0.7

2.5

6.2

7.6

3.9

13.3

3.4

5.9

3.6

7.5

8.2

1.1

11.6

47

49

51

54

58

62

64

64

67

67

79

70

72

78

4.3

4.1

5.9

7.4

6.9

3.2

0.0

4.7

0.0

3.0

1.5

2.9

8.3

7,165

7,942

8,132

8,870

9,070

9,250

9,450

10, 182

10,412

10,978

11,968

13,066

14,333

16,990

10.8

2.4

9.1

2.3

2.0

2.2

7.8

2.3

5.4

9.0

9.2

9.7

18.5

Average 6.0 3.7 5.8

Source: Achievements of the Development Plans 1970-1983, Facts and Figures, Riyadh,
Ministry of Planning (1984), p. 256, Tables 107 and 108.

t v
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TABLE XIl-Continued

HEALTH FACILITIES AND ANNUAL RATE OF GROWIH

Medical and Paramedical Personnel

Techni- Percent- Percent-
Percent- Percent- cal age age

age age Assistants Growth In rowth In Percent-

Growth In Growth In (Including Technical Other Other age

Pnysi- Physi- Nursing Nursing Pharma- Assis- Techni Techni- Growth In
cans cans Staff Staff cists) tants cans cans Total Total

789

817

1,081

1,268

1,900

2,275

2,696

2,820

3,212

3,408

3,793

4,618

5,259

5,635

3.6

32.3

17.3

49.8

19.7

18.5

4.6

13.9

6.1

11.3

21.8

13.9

7.1

2,253

2,268

2,962

3,179

4,234

4,721

5,666

5,740

6,081

6,306

6,859

9,039

9,939

10,702

0.7

30.6

7.3

33.2

11.5

20.0

1.3

5.9

3.7

8.8

31.8

10.0

7.7

910

928

1,047

1,227

1,607

1,737

1,943

2,014

2,359

2,633

2,928

3,454

4,003

4,520

2.0

12.8

17.2

31.0

8.1

11.9

3.7

17.1

11.6

11.2

18.0

15.9

12.9

542

614

733

918

1,063

1,186

1,373

1,408

1,381

1,317

1,366

1,421

1,597

1,640

13.3.

19.

25.2'

15.8

11.6-

15.8

2.6

-1.9

-4.6

3.7

4.0

12.4

2.7

4,494

4,627

5,823

6,592

8,804

9,919

11,678

11,982

13,033

13,664

14,946

18,532

0,798

2,497

3.0

25.9

13.2

33.6

12.7

17.7

2.6

8.8

4.8

9.4

24.0

12.2

8.2

16.8 12.8 13.4 13.3 13.4
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Saudi Arabia's Manpower: Documentation of

Sources, Distribution, Trend Pattern,
Development, and Contribution for

Selected Years

Perhaps the single greatest problem facing those

interested in discussing the Kingdom of Saudi Arabia's

manpower is the inconsistency and lack of reliable data

(1, pp. 92-118; 5). Due to the fragmented nature of the

literature on manpower in the Kingdom of Saudi Arabia,

the approach used here is based on selected years by

comparing figures as presented in the pages that follow.

Also, the figures already presented elsewhere on educational

development mirror what might be expected in the future

of manpower development in the Kingdom. In any event,

the central issue facing Saudi planners is the trade-

off between foreign labor and the growth of the economy,

since the size of the indigenous Saudi labor force is

relatively too limited to meet the needed manpower for

development purposes.

Table XIII shows available figures of the Saudi

Arabian population from 1952 to 1980. As can be seen,

the population growth has been steady. One criteria

that determines the potential of a particular population

is the educational status (See Table XIV). In the Saudi

Arabian case, the level of educational attainment is

quite low generally. For the female population, it is
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TABLE XIII

POPULATION OF SAUDI ARABIA
1952-1980

Mid-year Population Mid-year Population
Year (millions) Year (millions)

1952 4.06 1967 5.70
1953 4.14 1968 5.86
1954 4.22 1969 6.03
1955 4.31 1970 6.20
1956 4.39 1971 6.38
1957 4.48 1972 6.57
1958 4.58 1973 6.76
1959 4.68 1974 6.97
1960 4.79 1975 7.18
1961 4.90 1976 7.40
1962 5.02 1977 7.63
1963 5.14 1978 7.87
1964 5.27 1979 8.11
1965 5.41 1980 8.37
1966 5.56

Sources: United Nations, Demographic yearbook, 1970, p.130;
ibid., 1971, p. 135; ibid., 1972, p. 143; ibid., 1973,
p. 104; ibid., 1974, p. 130; ibid., 1975, p. 163; ibid.,
1976, p. 140; ibid., 1977, p. 161; ibid., 1978, p. 118;
ibid., 1979, p. 180; ibid. 1980, p. 155.
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TABLE XIV

SAUDI ARABIA:
NATIONAL POPULATION AGED 10 YEARS OR MORE

BY EDUCATIONAL STATUS AND SEX, 1974

Males Females Total
E duc at ional

Attainment Number % Number % Number %
Not Stated 4,548 0.2 11,237 0.6 15,785 0.4

Illiterate 1,043,711 52.4 1,496,788 81.3 2,540,499 66.2

Read Only 75,075 3.8 46,431 2.5 121,506 3.2

Literate 461,829 23.2 177,474 9.6 639,303 16.7

Educated 408, 1 14 20.4 110,976 6.0 519,090 13.5

Total 1,993,277 100.0 1,842,906 100.0 3,836,183 100.0

Source: J.S. Birks and C.A. Sinclair, the Kingdom of Saudi Arabia
and the Libyan Arab Jamahiriya: The Key Countries of Employment,
World Employment Programme Working Paper (ILO, Geneva, 1979),
Table 32, p. 65.
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very low. Literacy figures are recorded at 30% of the

population. The female literacy figure is 16 percent (1).

The Kingdom of Saudi Arabia has recognized the problem

of the low level of its citizens' educational standard.

In response to the literacy concern, the Saudi government

gave education the largest single allocation in the

Second Development Plan to the sum of $21 billion (i.e.

24 percent) out of the total package which was $88 billion.

Ironically, while the government of Saudi Arabia is making

every effort to improve the equality of its human resources,

other related challenges are emerging. For instance,

potential students in the various institutions have lucra-

tive opportunities outside the classrooms. Consequently,

this attraction is compounding the government's effort to

improve the long-term well-being of the college-age group.

Table XV is the sectoral employment profiles, which

is usually determined in pat by the Gross Domestic Product

(GDP) growth rates. In the case of Saudi Arabia, it leads

to an important macro policy consideration. Under normal

circumstances, the growth targets variation is followed

by sectoral employment patterns (5). The underlying

implication is that higher growth targets call for greater

labor requirements. This has been the experience of the

Kingdom all along. As the table shows, the largest

employer of the Saudi labor force is the agricultural
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TABLE XV

EMPLOYMENT BY ECONOMIC ACTIVITY
(In Thousands)

Sector 1967a 1 9 7 0 b 1975 1980

Agriculture 714.2 727.1 695.0 598.8
Mining 1.5 1.8 3.4 7.3
Oil and Refineries 15.8 17.2 27.4 36.0
Manufacturing 48.9 58.2 74.4 104.2
Utilities 8.0 10.7 16.1 31.5
Construction 61.6 77.6 172.3 330.1
Trade 81.3 91.6 153.6 310.6
Transportation 53.2 68.9 114.5 214.6
Finance and Business

Services c 10.8 13.1 34.8
Other Private Services 145.0 167.9 230.0 482.3
Public Servicesd 139.1 164.7 246.7 321.0

Total 1,286.6 1,396.5 1,746.5 2,471.2

Sources: K.O.S.A., First Development Plan, pp. 75, 81;
ibid., Second Development Plan, pp. 11, 63; ibid.,
Third Development Plan, p. 37.

aEstimated using average annual sectoral growth rates
for 1966-70 obtained from the First Development Plan.

bEstimated using average annual sectoral growth rates
for 1970-75 obtained from the Second Development Plan.

concluded in employment data for trade.

dCivili n employment only.
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sector. It led the way in the three selected years.

Agriculture is followed by the construction industry which

employs a large percentage of the labor force. The

construction industry is almost totally dependent on non-

Saudi labor. In the same way, the number of Saudi's working

in the oil sector, mining, manufacturing, and utilities

sectors is very limited. Apart from agriculture and the

construction sectors, public services have absorbed a

sizeable labor, which is mainly civilian employment in

this case.

Table XVI displays Saudi Arabian employment patterns--

nationals and non-nationals--by economic sectors. The

determinants of foreign labor inflows into the Kingdom

of Saudi Arabia include the quality and skills needed to

complete development programs. Since Saudi Arabia's

existing labor force lacks high quality and skills to a

substantial degree, the kingdom has depended on foreign

labor for many years.

There are two distinct sectors in the Saudi Arabian

economy. First is the traditional sector, which absorbs

mostly unskilled Saudi Arabian labor. This labor sector

is also characterized by the lack of preparedness for

long-term commitment to a particular form of employment.

For this reason, laborers in the traditional sector are

limited to the extent they can penetrate into the second



72

TABLE XVI

SAUDI ARABIA:
EMPLOYMENT OF NATIONALS AND NON NATIONALS

BY ECONOMIC SECTOR 1974/5

Total Nationals Non-Nationals

Economic Sector Number % Number % Number %

Agriculture & Fishing 585,550 32.5 530,650 51.7 54,900 7.1
Mining and Petroleum 27,000 1.5 15,400 1.5 11,600 1.5
Manufacturing 115,900 6.4 21,550 2.1 94,350 12.2
Electricity, gas and 20,350 1.1 7,200 0.7 13,150 1.7
Water
Construction 239,300 13.3 35,900 3.5 203,400 26.3
Trade 192,100 10.7 60,600 5.9 131,500 17.0
Transport, Storage 103,800 5.8 72,900 7.1 30,900 4.0

and Communication
Finance and Insurance 13,100 0.7 5,100 0.5 7,000 0.9
Community Services 443,050 24.6 241,200 23.5 201,850 26.1
Miscellaneous 60,650 3.4 35,900 3.5 24,750 3.2

Total 1,800,800 100.0 1,026,400 100.0 773,400 100.0

Source: J.S. Birks and C.A. Sinclair, The Kingdom of Saudi Arabia
and the Libyan Arab Jamahiriya: The Key Countries of Employment,
World Employment Programme Working Paper (ILO, Geneva, 1979)
Table 32., p. 65.

-.
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sector, which requires skills. The modern sector of the

Saudi Arabian work force is small, highly skilled, and

very commited to a particular form of employment. It is

likely to remain small for some time because of several

factors.

First, only a few women may work. On the other

hand, the population is youthful, and the claim of the

educational system on potential labor market entrants is

considerable, even if many students do not stay the length

of their chosen courses. To be sure, it must be stressed

that the traditional and the modern sectors do interact

considerably.

Within the Saudi Arabian economy, the modern sector

employs virtually all of the migrants. On the other

hand, the modern sector employs less than half of the Saudi

nationals. The records of the proportional contribution

of non-nationals to the employment of Saudi Arabia in the

manufacturing and construction sectors was 84 percent

in 1974-75 (1). Of course, this shows a considerable

reliance on migrants, which is common among the small oil

producing countries. As further development programs are

introduced in the future, Saudi Arabia's dependence on

the foreign labor market is not likely to diminish.

The problems that this reliance may create are two-

fold. Rapid development will be carried on at the cost of

s - - ._
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increased reliance upon migrant labor. Also, development

will continue to force many unskilled nationals behind

in the traditional sector. The concern generated under

this situation will focus on the plight of under- and

unemployment of Saudi Arabian nationals.

Table XVII shows an estimated manpower distribution

in the various occupational groupings in Saudi Arabia.

It reveals a big pool of nationals in the category of

unskilled labor, farmers, and bedouin. At present, this

category is a burden to the Kingdom's economic system.

However, with the enormous investment which the government

of Saudi Arabia is making in the areas of human development

and training, a large number of the unskilled labor may

qualify to be absorbed in the modern sector of the economy.

Table XVIII (1, p. 115), shows Saudi Arabian employment

of non-nationals by nationality in 1975. From the figures,

one fact seems to stand out clearly--the absence of a strong

Saudi work ethic and the inability of the small Saudi labor

force to meet the demands of internal development largely

negate any pressures to limit the size of the foreign

community. The Kingdom of Saudi Arabia has the option of

alternately relaxing and tightening immigration laws and/

or slowing somewhat the expansion of the number of resi-

dent aliens. Nevertheless, a large expatriate population

will remain a major fact of life for quite some time in

- I- -- -11--. 1 -- 1, .
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TABLE XVII

ESTIMATED MANPOWER DISTRIBUTION IN
VARIOUS OCCUPATIONAL GROUPS

(Thousand)

1975 (1975) 1980 (1980)
Occupational Groups Saudi Non-Saudi Saudi Non-Saudi

Managers & Officials 7.4 6.3 8.7 12.4

Professionals 48.4 15.7 52.9 23.5

Technicians and Sub-
Professionals 25.0 31.4 33.4 81.3

Clerical 67.5 31.4 99.6 121.8

Sales 82.3 47.1 97.2 112.6

Service 105.2 47.1 134.5 145.2

Operatives 40.0 25.1 57.1 51.4

Skilled Workers 70.1 47.1 93.5 101.9

Semi-skilled 170.0 62.8 265.0 162.5

Sub Total 615.9 314.0 841.9 812.6

Unskilled 244.0 - 296.4 -

Farmers 311.2 - 281.0 s-
Bedouin 114.9 - 98.7 -

Sub Total 670.1 - 1,518.0 -

Grand Total 1,286.0 314.0 2,359.9 812.6

Source: Second Development Plan, Riyadh,
Information, (1975) , p. 217.

Ministry of
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the Kingdom. Table XVIII shows specifically that Arabs

in 1975 accounted for 91 percent of the total migrant

work force in Saudi Arabia. The total expatriate work

force was 773,400 persons in 1975.

Table XIX shows a tremendous effort on the part of

the United States government to trail Saudi nationals in

order that they can effectively manage their economic

aspirations. This effort is channeled through the

"United States-Saudi Arabian Joint Commission on Economic

Cooperation," (see Appendix for the details of projects

undertaken by the Commission - annual Report, 1984-1985).

Under the umbrella of the Joint Commission, manpower

training and development involve the Saudi Arabian General

Organization for Technical Education and Vocational

Training on the one hand and the U.S. Department of Labor

and the U.S. General Services Administration on the other.

The latter assists the Kingdom in developing and implementing

a comprehensive Vocational Training System. The initial

efforts started in 1976 and were renewed in April 1985.

The Vocational Training (VOTRAKON) is the largest

of the Joint Commission projects, both in terms of Ameri-

cans who are living in Saudi Arabia and working on the

project. The need for manpower development and training

was identified under the First National Development Plan.

The VOTRAKON project is designed to increase both the
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TABLE XVIII

SAUDI ARABIA: EMPLOYMENT OF NON-NATIONALS
BY NATIONALITY, 1975

Nationality Number Percent

Yemenis (North) 280,400 36.3
Joranian (including Palestinians) 175,000 22.7
Egyptians 95,000 12.3
Yemenis (South) 55,000 7.1
Sudanese 35,000 4.5
Lebanese 20,000 2.6
Omanis 17,500 2.3
Syrians 15,000 1.9
Somalis 5,000 0.6
Iraqi 2,000 0.3

(Sub-total: Arabs) (699,900) (90.6)

Pakistanis 15,000 1.9
Indians 15,000 1.9
Other Asian 8,000 1.0

(Sub-total: Asian) (38,000) (4.8)

European and American 15,000 1.9
African and other 10,000 1.3
Iranians 10,000 0.1
Turks 500 0.1

Grand Total 733,400 100.0

Source: J.S. Birks and C.A. Sinclair, International
Migration and Development in the Arab Region (ILO,
Geneva, 1980) , Table 10 .
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TABLE XIX

TRAINING OF SAUDI ARABIAN OFFICIALS IN THE
UNITED STATES BY JOINT COMMISSION PROJECTS

Trainees
Total Number Currently New
Completed in U.S. Arrivals
Training by (as of Planned
End of 1984 01-01-85 in 1985 Total

Short Long Short Long Short Long
Term Term Term Term Term Term

Project

AGRIGANK 0 258 0 66 0 66 390
AGWAT:

Interior 54 2 1 0 6 0 63
Agricul. 80 4 1 0 10 0 95

AUDIT 16 48 0 35 2 16 117
CENPRO 9 0 0 0 16 3 28
CONPROT 6 19 0 19 1 3 48
CUSTOMAT 270 89 0 130 0 110 599
HYDROS 1 0 0 0 1 - 2
NCFEI 6 7 4 13 5 12 47
PARKS 4 0 0 0 1 0 5
REDCRES 4 0 0 0 0 0 4
SCITECH 6 1 2 0 1 0 10
SOLERAS 72 0 0 0 12 0 84
STADAP 23 45* 0 7 2 3 80
TAXTRAIN 18 2 0 0 0 0 20
TRANSPORT 24 10 0 2 0 1 37
VOTRAKON 0 150 0 12 0 0 162

Totals 593 635 8 284 57 214 1,791

Source: United States-Saudi Arabian Joint Commission on
Economic Cooperation, Annual Report 1984-85,
Washington, D.C. (1985), p. 7.
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number and skills of Saudi craftsmen through systematic

strengthening of vocational training curricula and con-

struction of additional training facilities. The Saudi

nationals will be trained under the project in developing

and using instructional materials incorporating the most

modern techniques and equipment. Under the scheme, Saudi

and U.S. project personnel are working together to

strengthen the administration of training programs to

establish an instructor training institute and an instruc-

tional material development center. In order to facilitate

transfer of technology to Saudi ministry personnel, the

Joint Commission has instituted a wide variety of training

programs both in the Kingdom and in the United States.

Table XIX gives statistics on short and long-term training

in the United States by individual projects indicating

that a total of 1,791 Saudi Arabian officials have

completed or are pursuing training courses in the United

States under the Joint Commission.

Saudi Real Estate - Housing Sector

Table XX displays the trend of development in housing

or real estate sector of the Kingdom economy. According

to the Ministry of Public Works and Housing, effort is

made by the government to subsidize housing needs of the

citizens. To this end, substantial financial investment
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TABLE XX

PLANNED CONSTRUCTION OF HOUSES AND SERVICED
PLOTS COMPARED WITH ESTIMATED NEED

1975-1980
(Thousands of Units)

1975 1976 1977 1978 1979
-76 -77 -78 -79 -80 Total

Private-Sector Housing 20.3 21.9 24.0 26.5 29.4 122.1

Public-Sector Housing
Phase I 1.2 1.3 5.0 10.0 15.0 32.5
Phase II - - - 5.0 10.0 15.0
Phase III - - - - 5.0 5.0

Serviced Plots - 2.2 5.1 11.4 25.6 44.3
Subtotal 1.2 3.5 10.1 26.4 55.6 96.8

Project Housing (temporary) 1.0 5.0 10.0 15.0 20.0 51.0

Total Supply 22.5 30.4 44.1 67.9 105.0 269.9

Need for New and Replace-
ment Housing 38.2 40.8 43.9 47.2 50.9 221.0

Sutplv Minus Need (15.7) (10.4) 0.2 20.7 54.1 48.9

Sub-Standard Units

Remaining* 133.0 143.4 143.2 122.5 68.4 **

* 117.3 thousand in 1974-75
** Not applicable

Source: Outline of Second Five Year Development Plan, Ministry of
Information, The Kingdom of Saudi, (1975), p. 27.
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has been made during the last fifteen years. Financing

has been targeted at both the long-term and medium-term

interest free loans.

From the figures contained in Table XXI, the

housing situation in the Kingdom's cities has generally

grown behind in meeting the needs of the people. One

of the reasons advanced regarding residential building

industry was the rising costs and/or actual shortage of

land, labor, technology, capital and materials. Apparently,

the constraint related to capital has been remedied with

the bulk of oil revenues. But the technology problem is

likely to remain with the housing industry in the Kingdom

for some time. During the 1975-76 period, the need for

new and replacement housing stood at 38,200 units. By the

end of the season, the Kingdom was 15,700 housing units

short of the demand. The following year housing situation

was more encouraging than the previous period. New

supply was 10,400 units behind the demand. Since the

1977-78 period, the real estate situation had improved

dramatically, showing a surplus in the supply-demand

equation of the housing industry. In other words, some

200 housing units could not find occupants. This

figure has continued to climb recording 20,700 housing

units in 1978-79, and 54,100 units in 1979-80. In short,

there was a surplus of 48,900 housing units by the end of
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TABLE XXI

NUMBER OF HOUSING UNITS FINANCED BY THE

SAUDI REAL ESTATE DEVELOPMENT FUND
1970-1985

Year Number of Housing Units

1970-71 NA

1971-72 NA

1972-73 NA

1973-74 NA

1974-75 22,500

1975-76 30,400

1976-77 44,100

1977-78 67,900

1978-79 45,822

1979-80 42,104

1980-81 36,050

1981-82 38,906

1982-83 43,825

1983-84 36,659

1984-85 49,000

Source: Outline of Second Five Year Development Plan,
Riyadh, Ministry of Information, p. 27.
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the Second Development Plan period - 1980. To be sure,

surplus housing units in the Kingdom are restricted to

the urban areas. The rural area demand still outstrips

supply.

Overall, the figures presented in Table XXI show

that the number of housing units financed by the Saudi

Real Estate Development Fund increased substantially

during the 1970-1985 Development Plan periods. The 1977-

78 housing period received the greatest financing commitment

from the Real Estate Development Fund, totaling 67,900

housing units. The lowest number of housing units financed

was 22,500 in 1974-75.

The data on manpower, education and infrastructure

as presented in this chapter show that a tremendous

progress in these areas has taken place. The development

has reflected every aspect of infrastructural concerns

as set forth in the three "Development Plans." To be sure,

there was not even a single project undertaken without

the involvement of the multinationals. In other words,

both the Saudi Arabian government and the multinationals

demonstrated a unique mutual collaboration to promote

economic development of the Kingdom.

In Chapter IV, a detailed analysis of the implications

of the foregoing development effort is made to reflect

the notion of the multinationals as agents of development.
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CHAPTER IV

DATA ANALYSIS

This chapter is organized to evaluate the economic

development pattern of the Kingdom of Saudi Arabia on the

basis of Stephen Herbert Hymer's propositions regarding

the role of the multinational corporations and the Law

of Uneven Development. The question posed is whether

the pattern of collaboration between the Kingdom of Saudi

Arabia and the multinational corporations confirms or

refutes Hymer's negative predictions as to the effect of

the multinationals. While the multinational corporations

(MNC's) are treated as a unit initially, emphasis is

shifted to assess the role of the United States based MNC's

in Saudi Arabia. As a supplementary framework, the four

assumptions offered by Peter F. Drucker (5, p. 451-463),

are incorporated to aid the detail analysis.

Notions and Theories of the Multinational
Intervention: Saudi Arabian Application

There are many claims and counter-claims regarding

the role of the multinational corporations which could be

discussed at length. But, for the purpose of this study,

we are concerned with Stephen H. Hymer's perspective or

85
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imagery of the multinationals' impact on the economic

development of the Kingdom of Saudi Arabia. We proceed

by briefly presenting Hymer's salient critiques on a one-

by-one basis and show how the Saudi Arabians development

either supports or refutes the issue(s) raised.

The Efficience of Multinational
Corporations

The common notion held by many well-informed persons

is that the multinational corporations are more efficient

economically speaking than any other form of individual

operations (6, 11). Their efficiency has been claimed

in the transfer of capital and technology, and the.

diffusion of managerial skills for economic development.

Regarding multinationals' efficiency in terms of economic

criteria, Hymer argues that they (MNC's) are efficient

not for the host country but rather for themselves.

According to Hymer, they are efficient at oligopolistic

decision making and at securing their own expansion and

survival (4). By applying Hymer's argument to the

economic development of Saudi Arabia, the question we pose

is whether the Saudi's would have been capable of utilizing

resources (human and non-human) at their disposal more

efficiently with or without the involvement of the

multinationals. We now discuss the economic needs of

the Kingdom.
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At the root of the Kingdom of Saudi Arabia's economic

development is the need for technology and managerial

skills (8). Although the Kingdom has accumulated huge

amounts of money through the sale of oil in foreign

markets, it faces challenges (which to some extent still

persist) in its lack of technology and shortage of skilled

manpower. As we indicated in Chapter III, the lack of

skilled manpower has resulted in a large inflow of

foreigners into the Kingdom. The majority of the skilled

manpower in Saudi Arabia today is contracted through

the agencies of the multinational corporations. These

foreign workers possess the skills needed for infra-

structural and other industrial development projects.

In fact, between 1960 and 1974, the inefficiency and

inadequacy of the Saudi's labor force made it difficult

for many projects to be completed (8). Therefore it is

apparent that the efficient use of economic resources

in Saudi Arabia would have been impossible without the

collaboration of multinationals in general and United

States-based MNC's in particular. To be sure, financial

considerations had never been a problem for the Kingdom

since the early 1970's. Thus, our discussion takes the

wealth of the Kingdom as a given. To the extent that

massive infrastructural projects have created modern

cities, including Riyadh, Judda, etc. and linked them by



88

the most modern communications to one another, the

enhanced economic development must be credited to U.S.-

based multinationals principally.

The Multinational Corporation and
the Law of Uneven Development

According to Hymer, the multinational corporations

operate at three levers of activity, and thus at three levels

of authority--the head office, based in the parent's

major city; the regional center, located in some Western

European city in a country other than the parent country;

and the local office, which is essentially located and

managed at the host's capital city (4, p. 31-74). Hymer's

argument is that the MNC's organize the world according

to their internal structure, based on a three-level

pyramid of decision-making. He claims that these so-

called agents of development operate the world's economic

activities like their own hierarchical structure. Thus,

major decisions, technologies, communication networks,

and highly skilled workers (as well as highly paid

personnel) are located at the head offices in North America

and in Western Europe.

In the same manner, these societies are more highly

developed than are the host countries. The process of

development is evident less and less, and substantially

negative effects are produced in the peripheral Third
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World countries. Hymer stresses that the role assigned

to the various levels within the multinational corpora-

tion's hierarchy, as extended to the global structure,

dictates that Third World countries will ever continue

to operate at level three (4, pp. 62-69). In addition,

the development taking place in the Third World is

necessarily designed by the MNC's to reflect that level.

The implications of the hierarchical imagery of MNC's

world operations are many.

First, the head office role has been assigned to

the core cities in Western Europe and North America.

According to Hymer, by the virtue of that orientation,

development in these areas is more advanced than the

Third World countries located in the periphery or at

"level three" of the development structure. Second,

Third World countries carry out the day-to-day activities

as assigned by the counterpart levels in the hierarchy of

decision-making in the MNC's. The very nature of this

hierarchical arrangement is uneven; and, the development

based on that model is necessarily uneven.

With Hymer's claim regarding the relationship between

developing countries and MNC's, a crucial concern arises.

As a country at the periphery of the international economic

system, how can we describe Saudi Arabia's pattern of

development? Which role may we assign to the Saudi's:
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head-office, regional, or local? Does Saudi Arabia

display a mixture of the three levels of Hymer's MNC

global structure?

Even Development Path

The development pattern of the Kingdom of Saudi Arabia

betrays Hymer's MNC global structure. This is because the

interactions between the Saudi's and MNC personnel involve

top management rather than lower-level personnel, as

claimed by Hymer.

Second, instead of the MNC dictating the pace of

development in a peripheral country, like Saudi Arabia,

the latter spells out its priorities according to its

aspirations. Major decisions are made at Riyadh, Saudi

Arabia instead of major cities in Western Europe and

North America. Personal contacts between MNC executives

now take place at Riyadh instead of New York, London,

Paris or Bohn, contrary to Hymer's predictions (4, pp.

63-64) .

Furthermore, today the best and most highly-paid

administrators, doctors, lawyers, scientists, and educators

are finding their way to Saudi Arabia; not because it

is a center in the metropolitan countries of Western

Europe or North America, but because it offers high

salaries and fringe benefits comparable anywhere in the

world. Also important in our analysis is the fact that
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the structure of status and authority enjoyed today by

the royal family of Saudi Arabia is equal and sometimes

more than those highly placed in the advanced industrial

countries. The citizens of Saudi Arabia occupy corporate

executive positions in MNC's like those from Western

Europe and North America, a situation Hymer thought would

not come to pass (4, pp. 64-65).

We observe in Saudi Arabia's case a national planning

model of operation. Therefore it is not the multinational

alone that determines development; rather, it is a joint

effort between U.S.-based MNC's the Saudi Arabian govern-

ment, and mediated by U.S. government agencies (10).

The results of the joint efforts in Saudi Arabia are

the centralization of capital, organization of many

industries across one region (i.e. the Kingdom of Saudi

Arabia), and the coordination of many enterprises by one

decision making body (i.e. the Central Planning Organiza-

tion). The advantage of this pattern of development

in Saudi Arabia is the ability of the government to remove

the waste associated with the oligopolists, who are prone

to imposing unneeded products on the people and to

imbalance between different industries within the same

country. The balanced nature of Saudi Arabia's development

emanates from the overall focus of each plan.
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For one thing, tax capacity is an area of any country

where the MNC's can easily manipulate the uninformed

government officials. Saudi Arabia has been very successful

in financing projects without conflicts of interest based

on tax revenues from foreign operations. Contracts

awarded spell out what is expected and, so far, the

government has been able to capture some of the surplus

generated by the multinationals.

The foregoing discussion highlights the theoretical

implications of the pattern of a balance, or even

development, put in place by the Saudi Arabian authorities.

In other words, the Kingdom of Saudi Arabia has succeeded

in maintaining its political independence and at the

same time has initiated an even economic development

pattern. These efforts have been of great concern to

Hymer's conception of the multinationals.

Another concern is the possibility of turning a

developing Third World country into a branch-plant, not

only with reference to its economic functions but in other

areas such as its social, political and cultural roles.

Saudi Arabia is neither a branch-plant country in the

scheme of MNC's, nor has it interacted with the lower-

level personnel of the corporations as expected. Rather,

the Kingdom of Saudi Arabia has been accorded one of the

highest statuses any advanced country can acquire.
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Interactions have been at the apex of the corporations

represented in the country. In short, Saudi Arabia has

brought forth the creative tendency needed to deal with

the multinational effectively (1, pp. 147-158).

Concrete Projects for Even Development

The infrastructural developmental efforts of the

Kingdom of Saudi Arabia have refuted Hymer's notion of

uneven development. As we will discuss below, Saudi Arabia

has benefited immensely from the planned intervention

undertaken by the United States government agencies and

the multinationals, who are mainly North American.

First, the economic development programs of the Kingdom

of Saudi Arabia are in separate Five-Year-Development-Plans.

Implementation of these plans involves MNC's technologies

and manpower. The first plan was introduced in 1970,

with an initial budget of $9.2 billion (8, pp. 12-13).

The goals were to achieve massive physical infrastructure

improvements--roads, ports, airports, cities, industrial

estates, and the beginning of industrial zones. The results

of this plan and others that followed, have shown that

social infrastructure--including education, health services,

and social services--have altered the social environment

of the Kingdom. For example, great progress has been

made in the field of education and vocational training

due to a consistent policy of allocating a large proportion
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of the budget to this end. The rational has been that

Saudi Arabia places great value on education because this

effort develops the human potential of the nation.

Second, the quality and scale of development show

that economic advances in infrastructure, basic industries,

and agriculture have been emphasized in the Kingdom.

Apart from the creation and expansion of free education,

free health care and social services, subsidized housing

prevailed under the first three development plans between

1970 and 1985. Also important were the institutional

changes that took place. Basic institutional changes

involved the creation of agencies and introduction of

regulations, which led to the expansion of the absorptive

capacity of the economy. In every step, MNC's were fully

involved. Development in the Kingdom led to an annual

average growth rate of 12 percent in the non-oil sector of

the economy (9). Also, investment volume of around 60%

of non-oil Gross Development Product was recorded.

Under the first Five-Year Plan, the basic infra-

structure, and especially public utilities, government

services, and manpower development, received much attention.

This was documented in Chapter III. Collaboration with

the MNC's was the key element involved.

From 1976-1980, (i.e. during the Second-Development-

Plan period) government expenditure rose from SR 80 billion
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at the end of the First Plan to SR 700 billion. The

development was characterized by the leading role of the

government in development, and by heavy reliance on

government contributions toward capital formation. Again,

infrastructure development and the construction industry

figured prominently.

The Third-Five-Year-Plan achieved the completion of

infrastructural facilities. Government investments

emphasized output productivity. Also, the development of

manpower was continued.

The Kingdom of Saudi Arabia contributed toward the

international economy apart from its supply of crude oil.

It is believed that the Kingdom's development promoted

free market competition internally and externally. For

one thing, Saudi Arabia has actively assisted the develop-

ment process of other countries, particularly those in the

Third World areas (7). Specifically, apart from aid

granted to a number of less-developed countries, the

Kingdom of Saudi Arabia has issued licenses to almost

3,000 industrial companies (See Chapter III). Licenses

were also issued to small and medium-sized enterprises.

One other area that has international impact is the

recruitment of foreign labor as was documented in Chapter

III. In fact, the Saudi economy heavily utilized foreign

labor force as compared to the labor force it generated
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internally (3). Manpower development programs between

the United States and Saudi Arabian governments will be

discussed at the end of this Chapter. Saudi Arabia also

has participated actively in international trade during

the period covered in this study (1970-1985).

Saudi Arabia's growing economy has placed it

among the leading trading nations of the world. For example,

from 1970-1985, Saudi Arabia's imports amounted to about

SR 1,800 billion, of which 23 percent came from the

United States, 35 percent from Europe, 12 percent from Japan,

and 30 percent from other countries (9, p. 3). One speical

advantage offered by the Saudi authority to importers

was free tariffs. Thus, many trading partners benefited

from the Kingdom's economic growth and transformation.

Finally, Saudi Arabian development aids and grants to

individual developing countries amounted to SR 136 billion

between 1970 and 1985. When compared with others inter-

nationally, the Kingdom ranks very high on this score.

In sum, the Kingdom of Saudi Arabia has achieved

an even economic development through a comprehensive,

consistent, and structurally sound design for the economy

and the country as a whole.
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Planned Intervention by Government Agencies
and Multinational Corporations

The success achieved by the Kingdom of Saudi Arabia

in its economic development efforts has been principally

due to the cooperation received from the U.S. government

agencies and multinationals. Regarding the U.S. government's

role, this was quite evident in the formation of the "United

States - Saudi Arabian Joint Commission on Economic

Cooperation." According to one source, the commission

grew out of a mutual desire and understanding of the fact

of international interdependence (3, pp. 154-155).

The Commission is intended to promote programs of

industrialization, trade, manpower, training, agriculture,

and science and technology (3, p. 154). The Commission

was established in June, 1974. On February 13, 1975,

the two governments signed a Technical Cooperation Agreement

providing a framework for the Joint Commission to begin

operations (United States - Saudi Arabian Joint Commission).

As a planned intervention strategy, the Joint Commis-

sion operates to help the Kingdom of Saudi Arabia to

achieve its development goals by providing technical

expertise in key areas. Thus far, 29 projects have been

started since 1975. Participants in the project

implementation consist of the U.S. government departments

and agencies, the Departments of the Treasury, Agriculture,
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Commerce, Energy, Health and Human Services, Interior,

Labor and Transportation, Farm Credit Administration, General

Services Administration, National Aeronautics and Space

Administration, and National Science Foundation.

There are at least six private U.S. firms involved.

From the Saudi Arabian side, three institutions are basically

involved. These are government ministries and agencies on

the one hand, and the universities on the other. Saudi

Arabia's ministries of Finance and National Economy,

National Center for Finance and Economic Information,

Central Department of Statistics and National Computer

Center, Department of Zakat and Income Tax, Central

Department for Government Purchases, Departments of

Customs, Agriculture and Water, Commerce, Communication,

and Health. Saudi Arabian government agencies partici-

pating are Agricultural Bank and Vocational Training.

Universities participating include: King Abadulaziz

University, King Faisal University and King Saud University.

Also participating are Meterology and Environmental

Protection Administration, National Center for Science

and Technology, Real Estate Development Fund, Red Crescent

Society, and Saline Water Conversion Corporation (10).
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The Joint Commission and Manpower
and Institutional Development

We have asserted all along that the Kingdom of Saudi

Arabia is currently pursuing a planned program that has

successfully implemented even development. By this we

mean that no sector of the Kingdom's economy is left

unattended. Investment in human development and institu-

tional development have been emphasized. The reason

for this emphasis is that to successfully transfer

technology, skilled manpower and suitable and adequate

institutions must be available to take advantage of the

new system.

In pursuing the foregoing objectives, the Joint

Commission has taken as its primary goal the transfer of

technology. This includes the knowledge, technical

expertise, management, and institutional approaches that can

outweigh and have an more lasting impact on the economy

than the transfer of individual expertise (10).

Methods of Manpower and Institutional
Development Under the

Joint Commission

Projects undertaken by the Joint Commission initially

focus on providing U.S.-based MNC's skilled manpower to

meet the developmental, immediate needs of the Kingdom's

ministries and agencies. Thus, U.S. experts work side

by side with Saudi Arabian officials. Also, U.S. experts
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work side by side with Saudi Arabian officials. Also,

U.S. Project Team leaders act as the advisors directly

to senior Saudi officials in planning and directing

the activities of the appointed Project Teams. Due to

shortages of trained Saudi personnel, U.S. experts have

on several occasions performed duties ranging from opera-

tional tasks to advising and training. Project Agreements

require that a counterpart be assigned to U.S. Project

personnel. Fortunately, the Joint Commission projects

have attracted many university graduates. This has eased

up the shortage of counterparts to U.S. personnel.

Training Programs Under the
Joint Commission

Training programs have been developed by the Commission

with the ultimate aim of transferring technology to Saudi

ministry personnel. Training is conducted both in the

United States and Saudi Arabia. There are informal

training (i.e. on-the-job) observations and instructions.

In addition, there are specialized courses to post

graduates in the United States. Efforts have been made

to broaden the scope of training to meet other manpower

and institutional needs of the various Ministries in the

Kingdom. The Joint Commission ensures that the fundamental

development Planning Teams are established. Both U.S. and

Saudi Arabian officials jointly plan training and other
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manpower development programs. In Chapter III, we

presented a chart showing the number of Saudi Arabian

officials in the United States under the Joint Commission

Training programs. In other words, large numbers of

Saudi Arabian officials have received training on both

short and long-term bases.

Current Projects Under the
Joint Commission

As already indicated, 24 projects are being under-

taken presently. There are 21 current projects and

3 new ones in the planning stage. Every project involves

MNC's technology and expertise. We will discuss briefly

the nature of the projects.

The first project is Statistical and Data Processing.

This project was initiated in 1975. Thus far, both the

Project and Saudi Arabian Central Department of Statistics

(CDS) and the National Computer Center have updated and

improved the Saudi Arabian statistical system. Areas

emphasized under this project include demographic surveys,

economic surveys, foreign trade, price surveys, national

accounts, computer data processing and training (10).

Agriculture and Water Development is another important

project of the Joint Commission. This project is being

guided by the U.S. Department of Agriculture and the

Interior specialists. There are a number of programs
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to support the development of agricultural sectors and

the water resources of the Kingdom. Under this project,

a Regional Agricultural and Water Research Center has

been established. The Center is supervised by a resident

team of scientists from the U.S. Department of Agriculture

and the American University of Beruit, and various

American universities.

The Support for Science and Technology Center is

another project sponsored by the Joint Commission.

The U.S. National Science Foundation is currently working

with the Saudi Arabian National Center for Science and

Technology to enhance the Kingdom's scientific research

and technology development capability. This project

emphasizes applied research and coordination of the

activities of the Saudi Arabian scientific center to meet

institutional and scientific manpower development require-

ments of the Kingdom (10).

Manpower Training and Development is another signifi-

cant project of the Joint Commission. The U.S. Department

of Labor and the U.S. General Services Administration are

assisting both the Saudi Arabian General Organization

for Technical Education and Vocational Training to develop

and implement a comprehensive Vocational Training System

for the Kingdom. Many MNC's are jointly involved in

these areas. The project carries out the Manpower
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Training and Development Program known as "VOTRAKON." It

comprises architectural design and construction management

for physical facilities. Second, entry-level curricula

for eight trades and another curricula for the Instructor

Training Institute exist in the eight trade areas.

There is a Learning Research Center to handle the storage

and distribution to the Vocational Training Centers.

Other areas are Career Exploration System, Industry-

Centered-on-the-Job-Training Program, a Kingdom-wide

Youth Incentive program, and guidance and counseling, in

addition to on-the-job training. The National Park

Development Project has established the Asir National

Park, which is the first of its kind in the Kingdom. This

was achieved with the cooperation of the U.S. National

Parks Service, Department of the Interior.

The National Center for Financial and Economic

Information is yet another project being carried out

under the Joint Commission. The Center undertakes the

development, acquisition and distribution of information

as needed by the Ministry (10).

Other outstanding projects handled by the United

States--Saudi Arabian Joint Commission on Economic

Cooperation are: (1) Desalination Research and Training;

(2) Consumer Protection; (3) Solar Energy Research and

Development. This is the only project out of the 24
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that is jointly sponsored by both the U.S. Department of

Energy and the Saudi Arabian National Center for Science

and Technology. It is also funded by the two governments,

unlike other projects, which are the Saudi Arabian

government's activities exclusively; (4) Audit Advisory

Services. This project undertakes the training and manpower

development policy and planning, contract compliance and

performance auditing, voucher auditing, operational auditing,

financial statement auditing, computer system auditing,

auditing and accounting standards, and management informa-

tion systems; (5) Customs Administration and Training;

(6) Supply Management and Development; (7) Executive

Management development; (8) Agricultural Bank Management

and Training; (9) Cooperation with King Faisal University;

(10) Tax Assistance and Training; (11) Cooperation with

King Saud University; (12) Transportation Planning and

Development; (13) Emergency Medical Services; (14) Space

Research and Technology; (15) Landsat Earth Sensing;

(16) Health Planning and Programs; (17) Cooperation with

King Abdulazi University, and (18) Meteriological Systems

Support (10, pp. 3-30). For a more detailed breakdown of

projects under the Joint Commission, see Appendix B.

From the above account of the activities of the Joint

Commission, the Kingdom of Saudi Arabia recognizes the

essential role of technology, manpower and institutional
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development. It surely shows that the latest developments

in technology and their impact on the organization on

economic activities and the organization are substantial

and have been a part of the Kingdom's developmental efforts.

The future welfare of the Kingdom will be closely linked

to relevant, Kingdom-wide, specific advances in technolo-

gies related to such areas as petrochemicals, water

resources, and solar energy.

The government of Saudi Arabia has demonstrated

beyond a reasonable doubt its willingness to continue

to support a free market economy, within the framework

of the public interest. The development taking place in

the Kingdom is now entering the phase where the various

elements of economic and institutional structures are all

coming together to reinforce the private sector and that

national market economy.

Summary and Recommendations

In order to summarize the analysis of the data

presented in this chapter, this section adopts the four

assumptions about the MNC's offered by Peter F. Drucker

(5) as a framework. It is evident that Drucker sees the

four assumptions as false. The first assumption is that

the developing countries are important to the multinational

companies, and a major source of sales, revenues, profits

and growth for them, if not the mainstay of corporate
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capitalism. From the evidence presented in this chapter

(which is by no means a reflection of other developing

countries), both the MNC's and Saudi Arabia accept each

other on the basis of international interdependence.

It is a fact that extractive industries have to go wherever

the minerals are available. It is equally a fact that

unless the minerals were important to these giant

multinationals, they would not go to these places in the

first place. Surely the role of Saudi Arabian oil pro-

duction and infrastructural development are important to

both the multinationals and the Kingdom itself. Neither

can afford to forego the benefits of their interdependence.

The second assumption underlying the discussion of

multinationals and developing countries is that foreign

capital, whether supplied by governments or by businesses,

can supply the resources, especially the capital resources,

required for economic development. Saudi Arabia is a

capital surplus developing country. Therefore it is not

a true reflection of other developing countries where

dependence on the inflow of foreign capital for international

development is needed. As far as the Kingdom of Saudi Arabia

is concerned, it is the earnings from the sales of crude

oil in foreign markets that generate the needed funds

for the developmental projects. Thus, this assumption

regarding foreign capital supplied by either the
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government or the business community does not apply to

the Kingdom of Saudi Arabia. Nonetheless, it must be

admitted that economic development and growth in the

developing countries cannot be solely a domestic matter

within these societies. It is sustained (where the indi-

vidual country is not naturally endowed) by importing

technology and capital. Capital can be imported through

official loans and assistance. Moreover, if indigenous

talent is not sufficiently available, technology and the

knowledge of how to use it can only be obtained by col-

laboration with foreign enterprises. Thus, the desire

for economic development and growth in Saudi Arabia and

other developing countries creates opportunities for

private foreign investment (2, pp. 20-22).

The third assumption about the multinationals and

the less developed countries is that multinationals tend

to allocate production according to global economies.

Regarding the Saudi Arabian case, the tendency of the

multinationals has been to converge to solve national

needs as they are perceived by the Saudi's. It is true

to a large degree that in their efforts to fulfill the

Saudi's needs, the multinationals may be indirectly

allocating production according to global economies.

But it is not exactly the case that the multinationals

are substituting trans-national for national economic
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development. From the Joint Commission arrangement,

it .is the Saudi's who actually decide on the projects

they intend to carry out after much discussion with both

the U.S. officials and the MNC's representatives. Thus,

projects are determined more or less by the Kingdom's

needs rather than the desire on the part of the MNC's to

subordinate the best national interest of the former to

the global economy.

The fourth assumption is that the traditional

nineteenth century form of corporate organization, wherein

the parent company, with wholly-owned branches abroad, is

the form of organization for the twentieth century multi-

national company. According to Hymer, the desire to

control their own assets usually leads the MNC's to

wholly-own branch operations. Perhaps the experience of

the Kingdom of Saudi Arabia shows that joint ventures may

be more desirable than wholly-owned MNC operations. The

fact is that it lessens the resistance of both the host

and its people. It also makes the indigenes have a sense

of controlling their economic destiny, which is very

essential to the modern nation-state.

In sum, the assumptions are a mixture of myth and

reality, depending upon the perception of the individual.

The Saudi's have benefited from the MNC's technologies and

labor training skills just as much as the latter have in
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their economic pursuits. Therefore, a collaborative

effort may lead to a better future for both parties.

Surely, the Saudi Arabian government has set an example

of an evenly planned and implemented development strategy

that is successful, made possible by a surplus capital.
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CHAPTER V

CONCLUSION: SUMMARY AND RECOMMENDATIONS

FOR FUTURE STUDIES

This study has been primarily concerned with the

pattern of development and the role of the multinational

corporations (MNC's) in that process in the Kingdom of

Saudi Arabia. Two contrasting theoretical frameworks

were used as guidelines to assess the pattern of economic

development evident in Saudi Arabia. The first theoretical

perspective, which is known as the neoclassical approach

to economic development, postulates that the productive

resources at the disposal of a society or a nation and

the institutions (i.e. infrastructures) developed to guide

the prudent use of these resources are paramount to

balanced development.

On the other hand, Hymer' s contrasting perspective

is based on the Law of Uneven Development. Essentially,

Hymer raises numerous questions about the nature of heir-

archy and control in the world economy. He claims that

inequality is built into the growth mechanisms of the

present day world capitalist economic system. Inequality

is displayed in the hierarchical operations of the

multinational corporations as agents of the capitalist

11 1
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system. Inequality is displayed in the hierarchical

operations of the multinational corporations as agents

of the capitalist system. Thus, multinationals breed

several heirarchies: of dominance and dependence, and

of wealth and poverty. These hierarchies are evident in

the relationships between the industrial countries of

Western Europe and North America and less developed

countries in the Third World Areas of the world.

Hymer's stance is that multinationals may be

efficient, but only for their own interests. Hence,

they operate more and more through foreign direct invest-

ment as opposed to "portfolio investment." The former

gives the MNC's more reasonable control over their

assets than the latter.

Hymer contends that it is the location of a country

within the international economic system that dictates

the nature of development and the role assigned to the

national economy. Finally, Hymer predicts that because

Third World countries are drawn into the system of

international capitalism, plus the fact that these

countries are located at the pheriphery, development

will tend to be lower in quality as compared with the

core nations.

However, the Saudi Arabian case shows that Hymer's

Law of Uneven Development is questionable. Instead of
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the location of a nation in the international economic

system (i.e. either in the North or South) as the most

important criteria for obtaining high standards and even

development, it is evident that surplus capital may be

the key. In the case of Saudi Arabia, surplus capital

aided by technology has led to an unpredicted high

standard of living and an emerging balanced economic

development. Second, instead of Hymer's multinationals'

self-serving efficiency, their skilled manpower and

efficient technologies have dramatically changed the

desert of Saudi Arabia into a world class center of

modern infrastructures and industrial complexes. Thus,

the intervention of the multinationals in Saudi Arabian

economic development has led to a situation in which the

interests of both the host country and the transnational

enterprises have been well-served.

For the Kingdom of Saudi Arabia, the domestic

situation has been positively affected over the period

covered in this study. For instance, many changes have

been brought about by the process of development. These

include industrialization, urbanization, occupational

differentiation, tolerable changes in the social structure,

alterations of attitudes and values acceptable to the

world community, modification of the pattern of political
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participation, technological changes in mass media,

health care, education, communication, labor, and the

functions of the state.

Furthermore, it is apparent that the process of

development in the Saudi Arabian context follows the

conventional economic model. That is, a transformation

of economic, social, political, and cultural structures

and institutions has taken place. Saudi Arabia's national

development policy has been effective because it has

stimulated and promoted the institutional and structural

changes essential for the achievement of desired social

goals. This has been due to a conducive internal environ-

ment and a planned collaboration with the United States

government agencies and the multinational corporations.

We can easily show that the net outcome of the

multinational enterprises' impact in the context of Saudi

Arabia has been four-fold. First, the multinationals

have been effective in transferring skilled manpower and

efficient technologies to implement the Saudi Arabian

development projects. This contribution can only be

appreciated if one thinks for a moment what the Saudi

Arabian government would have done with all the surplus

capital in its savings accounts without the collaboration

or involvement of those agents of development--the

multinationals. Therefore, the transnational corporations

- 11 -- - - I , -1 7 7 -- -- - maia, %H" %, - -



115

have made a positive contribution through the supply

of technology and management.

Second, by every account, there has been a net

balance of payment gain of capital inflow and export

performance from the multinational affiliates to offset

remittances back to the parent companies and imports of

finished and unfinished goods, capital equipment, etc.

in Saudi Arabia.

Third, the multinationals may have increased global

efficiency by stimulating competition and inducing greater

efficiency among themselves as rivals. This point has

been raised because the government of Saudi Arabia has

continued to support the free market economy within the

framework of the public interest. This system has

proved to be efficient, based on the Kingdom's past

experience.

Fourth, it may be naive to assert that a host country's

sovereignty cannot be affected in some fashion due in

part to the multinational corporate decision-making

process. The Saudi Arabian experience shows that instead

of great losses usually associated with the multinational

and the host country's sovereignty, the Kingdom has been

very much in control. Top decisions regarding the Kingdom's

priorities have been guided by Islamic values. The

Kingdom of Saudi Arabia has defended the faith and the

-lt- ,-
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nation and has upheld security and social stability

in its dealings with the multinationals.

Future studies should be directed at areas for

achieving economic and social integration between the

various sectors of Saudi Arabia that have not so developed.

Second, studies should be encouraged to determine further

infrastructural projects necessary to achieve overall

development. For instance, study as to how to concentrate

on qualitative development through improving and further

developing the performance of the utilities and facilities

already established during the previous three development

plan periods should be undertaken.

Third, we suggest that the training of local labor

should be strengthened by a clause calling on all trans-

national enterprises to set up minimum employment quotas

for Saudi Arabians in different employment categories.

Graduates from various institutions of higher education

may be offered fellowships to study the fundamental

skills related to different areas of the infrastructural

processes. In the final analysis, the development of

the human resources of the Kingdom will ensure a constant

supply of manpower, and an upgrading and improvement in

that manpower's efficiency in serving all sectors of

the economy. The Kingdom has for quite a long time

recognized the essential role of technology. Hence,
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the latest developments in technology and their impact

must be studied to prepare the next generation for the

tasks ahead.

From the foregoing, both the Saudi Arabian government

and the multinational corporations find their interests

preserved on the basis of mutual understanding and

shared responsibility. First, it is recognized that a

sovereign state has the leverage of its economic and

political areas to further what it perceives to be its

own domestic and foreign interests. In the case of Saudi

Arabia, its domestic interests, namely the development of

infrastructures and manpower training as well as the

maintenance of its values and stability, seem to have

been preserved in its relationships with the multinationals.

Second, the Saudi experience shows that it is

possible for the parent country, the host country, and

the multinationals as parties to the investment process

to balance their interests. It is also rewarding that

the three parties have been able to optimize the benefits

of their relationships over such a long time span.

Saudi Arabia's experience with the multinationals seems to

suggest that an orderly way of effecting the necessary

adjustments in sharing of costs and benefits is preferable

to the alternative of confrontation, conflict and resolu-

tion by force which had characterized most Third World

countries' and multinationals' dealings in recent years.

,, , ---, I 4k



APPENDIX

Current Projects

U.S. Govern-
DateP .b . ment Profes- Contract Staff

Signed U.S. and Saudi sional Staff in in Saudi
(Term) Action Agencies Saudi Arabia Arabia

(as of April 1. 1985)

1. Statistics and Data 9-23-75 Upgrade statistics and National Department of Commerce (Census) 26 0
Prccessing (extended to Computer Center operations
(STADAP) 8/85) Ministry of Finance and National

Economy

2. Agriculture and Water 11-23 75 Advise regarding agncutural Depts. of Agriculture and Interior 26 10
Development (mide development, water resources and Ministry of Agriculture and Water
(AG IAT) research

3. Support for Science and 2-29-76 Assisting institutional development National Science Foundation 0 0
Technology Center (Indef) of Saudi Arabian National Center for
(SCITECH) Science and Technology (SANCST) SANCST

4. Manpower Traning and 6-12-76 Develop vocational training system; Dept. of Labor and General Services 47 0
Development (news advise on training center construction Administration
(VOTRAKON) agreement Saudi Arabian General Organizationruuth}for Technical Education and

Vocational Training

5 Nationa park 2- l&77 Derign and construct national park, Dept. of Interior (National Park 2 0
Development (subproject) advise concerning management of Service
(PARKS) parks Ministry of Agriculture and Water

&. National Center for 5-3-77 Provide economic analysis, Dept of Treasury 39 0
f-cranral and Economic (irde) information and media services.
Informal Ministry of Finance and National
{NCFE1 Economy

7. Desalination Research 5-3-77 Help establish Research, Dept of Interior 3 0and Training (Idet) Development and Training Center (Bureau of Reclamation)
(HYDROS)

Saline Water Conversion Corp

8. Consumer Protection 5-3-77 Develop quality control systems in Depts. of Treasury and Hpath and 0 19
(CONPROT) (Indef) foods, weights and measures, Human Services (Fod and Drug

metrology, gold assay, construction Admirtssxationw aid Midwest
materials and textiles Research institute

Ministry of Commerce

9. Solar Energy Research 10-30-77 Cooprate in applied research and Dept. cC Energy and Madw et 0 
and Development (5 years) devalnpmena in solar energy joint Research Irastte
(SOLERAS) (extended to funding)SANCST

1/18/86)

10. Audit Advisory Services 5-15-78 Provide management assistance and Dept. of Treasury 8 2
(AUDIT) (Inde) training services

General Audu Bore u

11. Customs Administration 6-22-78 Advise on Customs operations and Dept. of Treasury (U.. Customs 21 2and Training (idet) provide training Sc.vice)
(CUSTOMAT)

Mistty of Fiance and National
Economy

1 18

t
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APPENDIX

(Continued)

Current Projects

U.S. Govern-
Project Title Date merit Profes- Contract Staff

Signed U.S. and Saudi sional Staff in in Saudi
(Tern-) Action Agencies Saudi Arabia Arabia

(as-of April 1, 1985)
12. Supply Management 7-13-78 Develop central supply management Gen. Services Administration 15 0Development (Indef) and procurement system

(CENPRO) Ministry of Finance and National
Economy

13. Executive Management 11-18-78 Develop executive and managerial Dept. of Treasury 0 0Development (Inde) ' effectiveness of selected government
(DE VEX) officials Minry of Fance and national

Economy
NOTE: Awaiting implementation

14. Agricultural Bank I1-18-78 Establish training program and Farm Credit Administration 0Management and (Inde) provide advisory services
Training Saudi Arabian Agricultural Bak
(AGRIBANK)

15. Cooperation with King 4-15-80 Provide assistance in university Dept. of Treasury and Academy for 0 7Faisal Uit (indef) planning and administration Educational Development
(JAMIAHt I)

King Faisal University

16. Tax Assistance and 4-23-81 Provide training and data processing Dept. of Treasury (Internal Revenue 3 0Training (3 yrs services Service)
(TAXTRAIN) extended

ndefinitely)Ministry of Finance and National
Economy (2akat and Income Tax
Department)

17. Cooperation with Ktng 10-8-82 Provide technical assistance to King Dept. of Treasury and Academy for 0 4Saud Unv. (ndef) Saud University Educational Development
(SAUDOS)

King Saud University

18. Transportation Planning 10-26-33 Provide management, administrative, Dept. of Transportaion 13 0and Development (Indef) and technical services
(TRANSPORT) Mintstry of Communications

NOTE: This unifies and continues the HIGHWAY and TRANSNET Projects

9 Emergency medical 10-26-83 Provide assistance in the Dept. of Health and Human Services 0 0Services (indef) development of a Kingdom-wide (Public Health Service) and Medical(REDCRES) emergency medical services system Care Development, Inc.

Red Crescent Socie:y

20. Space Research and 10-26-83 Cooperation in space-related National Aeronautical and Space 0 0Technology (Indef) scientific areas of mutual interest Admnistraion (NASA)
(SPACE)

Saudi Arabian National Center for
Science and Technology (SANCST)

21 d Lar ii E ih Sensing 9-25-84 Provide access to data from U.S. National Oceanic and Atmospheric 0 0
(LANDSAT) (Indef) LANDSAT satellites Administration

Saudi Arabian N4tional Cener for
Science and Tenology (SANCSTi
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APPENDIX
(Continued)

New Projects signed at Ninth Session

22 Health planning and 4-23-85 Provide health-related program and Dept. of Treasury 0 0
Programs management support services
(HEALTH) Ministry of Health

23. Cs'peration with King 4-23-85 Assist in development of staff, Dept. of Treasury 0 0
Atiularir University curriculum, research and King Abdulazia University
(KAUDEV) administration

24, Meteor logical Systems 4-23-85 Assist in planning and research Department of Commerce (National 0 0
Support Oceanic and Atmospheric
(MEPAPROG) Administration)

Meteorology and Environmental
Protection Administration

U.S. Representation Supervision, management and Dept, of Treasury

SREP)fc supportsericesMinistry of Finance and National
Economy V )

Total Professional Staff 220 50

Completed Projects

U.S. and Saudi Ara MarProject Descriptora
Action Agencns

Prcurement and installation of power generation equipment and warehouses Dept of Treasury and Overseas Advisory Assoctates, Inc. Ministry of
(Hr(YTWlkL (1-23-75) Industry and Electricity and Ministry of Finance and Nationl

Economy

Systems pinning in power generation and transmission (POWERGR ID) (02-29-76) Department of Treasury and Chas. T. Main. t'l inc,
Ministry of Industry and Electricity

Procurement or electrical power equipment for Eastern Province (EASTNET) (3-26-77) Dept. of Ticasury and Overseas Advisory Associates. Inc , Saudi
Consolidated Electric Company (SCECO)

Expansion of assrriah Powr Station (LIVESWI C I(11-09-78) Dept of Treasury and Overseas Advisory Assocates, Irc
M aryo( Finance and Nations tErnoy

Ard Lards. rseteoroltigy and Environmental Education (ARMETED) (11-25-79) Dept. of Treasury and Consortium for intemnaitanal Dvelop ment

(S . Universities) ad King Abdulaziz University

Source: United States-Saudia Arabia Joint Commission on
EconomVc Cooperation, Annual Tport, 19e4-197
Washington, D.C., 1985, pp. 28-30.
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