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SAUDI ARABIA: KEY EXXNooe INDICATORS 

All values in billions of current U.S. dollars unless otherwise indicated 

Exchange Rate: 
1978 O5$l.00=5R 3.3996 
1979 US$1.00=5R 3.3608 A) Ft B) Ft BIA D) Ft DIB 
1980 US$1.00=51] 3.36e 1971/8- 1978/9- J Change 1979180- JChange 

Foreoast Foreoast 
mC<J1E AND PRODUCTICfi 
GI'095 Domestic Product (GIlP) 64.2 75.6 +17.8 112 +Il8 
GIl' Pel' Capita (Dollars) 11 8,410 9,603 +14.2 13.750 +43 
lion-Dll GIlP 25.2 32." +27.1 41 +26 
lioo-Dll GIlP (at 1969no prices) 5.8 6.8 +17.2 7.8 +15 
GOVERNHmT BUDGET 
Budgeted Revenue 42.3 38.5 - 9.0 47.6 +2" 
Budgeted Expenditure 32.2 38.5 +19.6 47.6 +2" 
Actual Revenue 37.7 39.3 + 4.2 74 +88 

Of which Oll Revenue 32.9 34.2 + 4.0 68 +99. 
Actual Expenditure 39.8 43.6 + 9.5 60 +38 
Surplus 01' Deficit -2.1 -4.3 -105 +14 -MCNEY , PRICES 
InnaUon (Noo-oll GDP Deflator) 14.5 9.2 - 11 -

(J increase) 
Haley S,Jpply 43.6 14.5 - ro -(J increase in M3) 
Income velocity of mooey (M3) 1.~ 1.91 -4.0 1.8' -2.1 

1978 1979 1979178 1980 
l,Y!,lI/OU 
J Change 

Jchange Forecast Foreoast 
OIL I MCNEY I PRICES 
Crude Oll Pl'OducUoo 
(m1I~ bbl/da{~) 8.3 9.5e +14.5 9,7 Y +2.1 

Total mment 
Fore~ Assets ~:6 +126511 + 1.7 lilA NIA 

Current Account Balance - lJ+ 200+ 
Exports (FOB) 37.9 59.3 +56.5 88 +118 

U,S. Slare (J) 13.7 14.7e + 7.38 15 No ChangE 
Imports (eIF) ro.4 25.5e +25e 32 +25 

U.S. Slare (J) ro.9 21.0e No ChangE 21 No ChangE 

Total Imports from the U.S. in 1919 ,1I.tl75 bllUoo (FOB) 
Principal Imports from U.S.: cars and trudcs; aircraft and aviooicsj cereals md 
preparaUoos; electric power equipment; constructioo and mining equipment: heating 
and cooling equipment. 

e = estimated 
June 17, 
June 6, 

Hay 27, 

1971 to June 5. 
1978 to May 26, 
1979 to May 15, 

1978 
1979 
1980 

• Saudi Fiscal Year 1977178 
1978ng 
1979/80 

11 Uses IHF populatioo data 
"il First half of 1980, including Saudi share of Neutral Zone 
it As of October 30, 1979 

Sources: Saudi Arabian Monetary Agency; Ministry of Finance Central DepartlllElllt of 
Statistics; Intematiooal Haletary Fund; Embassy estimates. 
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SUMMARY 

After aevere.l years of relative stab1l.1ty :In all !'eYa'lue and g:>vemmmt ~d:Ing, 
Saudi all :lnoome n::re ~ :In 1979 and !fuuld aga:In S'pW aJbst:antjal 
growth :In 1980. tJn]i{e the similar silllatioo wtDch fbllowed the 1973/74 all lX'ke 
explosion, the Saudi GovernmEnt :Is now better ~ to dJamel :Increased wealth 
ioto existing p!'OgI'Bms ,and (rOj:lct.s. Though g:>vemrnmt ~ rwe at a hlgher 
rate :In Saudi tmcal year 1979/80 than dlrlng the preceding two years, beth 
:inflatial and the rocial o::nsequences of :Increasing g:>vernmmt aJtJays are be:Ing 
caref\.illy mcnitore:l :In light of less:llS leame:l dlrlng the p:lSt-1973 period whEn 
:inflatioo ps:ke:l at C1Ier furty p:lroent. 

On the I:alance of lEymEnts frcrlt, there was a sign:if.Icant CLIrre1t acCXlU1t aJI"P,l.us 
.:In 1979, wh1c:h S'pu}d at least cbuble :In 1980. 

lhcreased g:>vernmmt ~d:Ing S'pu}d (rOme new oppor:t.unjt.if fur U.S. aJppliers, 
part.lcularly those firms specia1jz:ing :in ma:intEnance, q:>eratioos, and tra:ln::Ing 
servkes or oompanies :Interested :In a j:dnt \e'lture ;dth a Saudi ftrm. The 
ocnstruct.iro rector rema:lns f1eroely oompetiti.ve. The U.s. market ~ :In 
ocnstruct.iro :In Saudi Arabia has dropped to three p:lroent. 

CURRENT ECONOMIC SITUATION AND TRENDS 

OIL SECTOR 

Despjt.e tl'lprecedEnte:l growth 'i'I the OOl-ail aegmmt of the eocnomy during the 
past five years, pnxluctim of crude and refined p;t:roleum and nab.lrel gas S:.i1l 
acootl'lts fur two-thirds of l!ffiCt<! cbmest:.li::l pnxluct (GDP), the lim's ~ of Saudi 
GovernmEnt budget rece:lpts, ana v.irtual1y all exports. Many of the maj:)l' 
macroeocnom:ic mearures of the p:lribrmance of the Saudi eocnomy are there!bre 
heavily depEndmt 01 external e1/a1ts wh1c:h 'i'lfluence the (X'ice and oomand fur 
Saudi all. Dur.ing 1979, the aell:Ing !rlce of Saudi all almoot cbubled ftoom 
$13.3 4~ to $26Jbar'rel. while prOOuctim average:l more than a milli!:n l:arrel.s 
per day above 1978 ootput. nus resulted :In ast:.rrnonrical growth rates fur GDP, 
export.s, and g:>vernmEnt re1/a1ue, as well as a sign:if.Icant aJI"P,l.us :In external 
aCOOtllts, and an :Increase :In Saudi h::lld:lngs of :investmEnts abroid. H:igh all \X'keS 
and productim plus 'i'lcreased nabJral gas liquids fB1es S'pu1rl muse these eocnom:ic 
:Indicators to S'pW aJbstantial growth aga:In 'i'I 1980 (See Table). 

Progress ocnt:lnues rapjdly 01 all and gas (rOj:lct.s ;dth:!n the Kingdom as the Saudi. 
Governmmt moves to .:Increase the cbmest:.1o value-added to jj;s crude all prOOuct.ioo. 
Phase O1e of the master gas ~therlng ~st:.em began to g:> 01 stream dlrlng the 
f.lrst quarter of th:Is year. The oomplet.ioo of th:Is (rO~ 'i'I 1983 :Is slate::! to 
:increase from 3 millicn t.cnsIyear to 8.8 millicn t.cnsIyear, the amant of NGL 
wh:lcll the state agEnCY charge:l ;dth develop:!ng and (rOmct:.:ing the patraJeum and 
m:lnerals :lndustl'.les, Petrom:ln, will have available to market. nus (rO~, whEn 
fully operatialal, will mck e Saudi Arabia the world's largest eKpOI'ter of (rOjl3I'le 
and butane and will ellm:inate moot of the wasteful flaring of natural gas. Jh 
additim, :it will gEnerate large quantitias of teedsto<ks fur the p:llTodlenrical 
:induaWes s::x:n to be established 'i'I the Kingdom and !J'U'I.lde sweet dry gas as fuel 
fur the modem :lndustr.ial city of Juhan and ethel' :Industries 'i'I the Eastern 
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Prov.:fnce. By 1982 the all !I'Id nat:unll IJIS ]jquIds (NGL) pjpel1nes !tom the 
Eastern Prov:!nce to the new :lndustr:lal. city of' Yanbu Q1 the west cxast are <i.e 
to be oomp1eted. 'I.h1s wm mace N GL fu:lm the mooter IJIS (ljitherlng system, as 
well as aule aU, awflable tbr export !I'Id as !I'I :lnpJt tbr the petrodlemhll !I1d 
reflrUng :Induatr.Ies bemg establ1Sled at Yanoo. 

Pet:rom:ln has been :In~ active :In direct all marketing, omtxlre refln1ng, 
and domestic refinery 001ISf:luct:.'I. 'lhe Governor of' Petrom:ln, Dr. Abdul Had:!. 
Taher, recentJ;y annGUloed :In an :lnterv:iew wJ1:h the locBl !J'e9S that Petrom:ln's 
d1rect au!e all export .sales amcmted to 1.4 mill.im lJiirrels per diy. 'I.h1s 1'9 
mm! than d:luble last :year's direct S':Iles by Petrom:ln, whfuh ga'lerally jref'ers 
government to g:>Vemmant direct market:lng arrangements. DIrect S':Iles have been 
repate:I wJ1:h firms (ua1!Il1y governmant-owned) jn the fbIlow:lng 00I.llt.r1es: 

AUftIia 
Bangladesh 
Bmz:fl 
Denmark 
Fnlnce 
West Germany 
Greece 
India 
Ireland 
llaly 

.h{:an 

~~ines Sou 1\.Orea 
Spain 
Sri Lanka 
Sudan 

~[e~ 
Thailand 

In add1tIal, Petrom 1'9 mari<eting :lncn:e.slng quantities of' N GL and has cc.ntmcted 
wJ1:h Ellropean refiners to (rOCElS5 approx:1mateJ.y 185,000 barrel.sIday of' SntdI. 
aule all Q1 Petrom's !lCCOlI'It. 

As pvt of' the Governmant's overall plan to :lndustr.ialize, Petrom:ln has been 
actl.ve :In estabJ.iS1:lng refinery and lLtlr:icat:lng all plants. 'lhree 250,000 
barrel.Iday export refineries are I.llderway, Each a j:l1nt \e1b.u"e wJ1:h a dl.t'tel1:l'lt 
fbreie1I ~r - 3lell :In JJbafL, Hoof!. :In Yanbu, and Petrola. :In Rabjgh. 'lb 
serve the domestic mari<et, a 170,000 barrel.Iday ref'lnerY~ 'Iildei" a::nst.ructb1. 
Yanbu !I'Id a 250,000 barrel per day refinery at JJ'aymah near Rae 'Il3nUl'1l has 
jJst been approved. 'lhe MOO:lllPetrom:ln lube plant :In .Hdda was reoantly expmded 
~. An AshlandlPetrom:ln lube !J'l)j;!ct :In Rabjgh was reca1I:ly annOUloed 
and a TexaoolS:>callPet:rom:ln lube plant fur JJbafl. js I.llder sudy. 

'lhe Saudi Anib1an ESsIe Indust:ries Cot,xxatb! (SABle), the Saudi Governmant 
ant1ty resp01Slble fur <E~pmant of' the petroctlemhll :Industry, 1'9 :In the !J"OClf!SS 
of' signing a number of' final oart:racta wJ1:h tbrelgn j:l1nt \e1b.u"e (Brtners fur the 
key :lnstaIlatb!s at the two new :lndustr:lal. cities of' Jubafl. and Yanbu. These 
proj;!cts are at the heart of' the Saudi drive to :lnduslr.lal:lze and modeml:z:e the 
eomomy. Q1e of' the majr pls of' the Seond De~pmant Plan 1975-1980 
was to prov.lde the :lnfrast:roature tbr these two new cities. 'lhe actual. 
QQ1SI:ruct.1oo of' these :lndustr:lal. :lnstaIlatb!s wm be a lrimary 3)al of' the Th:lnI 
Plan (1980-1985) which js to be I.llveiJed s:x:n. For JJbafl., jlInt \e1b.u"e 
agrEements tbr proj;!cts have been sI3'Ied wJ1:h a .h{:anese o::noortilm tbr a 
methanol plant, wJ1:h Korf' Steel fur a li;eel mill., and wJ1:h Exla::n fur a low-
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dErlSity JX>l¥et:.hylene petrochentical oomp]ex. Press articles have reported the 
immEnt slf!pabm3 of agreements willi Pecten (US 9lell) for an ethylene-t:.eaed 
petrochentical oomp]ex and willi Dow Chem:lcal fbI' a El3cood ethylene-t:.eaed 
complex. A J3.panese coooortium headed by MitaJbiS:li has slf!ped an agreemEnt 
for a deslf!p/fuasjbillty ~dy fbi' a 450,000 tatlyear ethylene oore uUt at .llbail. 
For Yanbu, Mobil slf!ped a flnal agreemEnt fbI' a 450,000 ta'llyear ethylene 
complex due to be operatimal:h 1984 or early 1 985. After fi"oequent delays :h 
ne.got.iat:ims, both the SaUcDs and t:he:ir fbrEd{IJl j:llnt venbm3 Jl!I'tners now appear 
eager to push fbI' ~US implementation of these key heavy industry 
projects in refining and petrochemicals. 

NON-OJL SECTOR DEVELOPMENTS 

In t'1!Sl riyal terms, the noo-ail EI3Ctor has grown at cloae to 14 percent amtally 
dur.lng the !llst two Saudi ftscal ya;lIS (1977 nB and 197Bn9). Ris:!ng 
governmEnt expendlli.1n9 EI:lould oouse a oomewhat Illgher rate of noo-ail c:ut:put 
expansioo during the a.1l'Y'€flt ftscal year which Ends :!n May, 1:hough g:lvem mEnt 
spend:hg, the pr.Inc:!pal stimllhls to noo-ail growth, appears lJ!:el¥ to have 
:increased more slowly than receipts fbI' El3vernl reaa::ns. After experlenclng 
jnflat;ioo rates of over fbrty percent :!n the mjd-EI3V6'ltiBs, the g:lvernmEnt tl very 
cooooious of the dangers to pr.kle stability of exoessJ.vel¥ rapjd :!nCl":!aSeS :!n 
outlays. Dur.lng the b.Jdget trimlldng exercises of 197Bn9,a number of measures 
were adopted to :!n~ greater effla:iaJcy :!n pxiCllremEnt. These oost cootral 
meerures ~ U'iJi(el¥ to be removed eva:! 1:hough :hflation has abated and tulget. 
defID:its have dlsappeared. Policyrn<Keffi have a100 become more aware of the 
oocial oosts of rapid modernization. After the dlaotic mid-EI3V6'ltiBs boom Saudi 
eccnom.ic officials, while still comm:il:ted to growth GIld developmEnt, ~ apt to 
coot:Inue to be more oout.ious :!n their spend:hg plans • 

Even jf spend:hg :!ncreases crily half as rapjdly as :!ncome, the :hcrease would be 
substantlal. However, ooveral factors have tended to moderate the impact of thtl 
:increased spend:hg 00 oomestJc noo-ail EI3Ctor c:ut:put :!n f!scal year 1979!&J. At 
the End of FY1978n9, many oomestJc GIld fbrEd{IJl oontractors teld ~ 
government receivables 00 their b:xks. The GovernmEnt was therefore :!n a posi­
tion jn 1979!&J to llQujdate rome of these cb1:!gations wfthout generat:hg any 
additirnal ecooom.ic activity. Alro, as the ecooomy becomes more oophistloated, 
demand fbr bark lBlances :increases, reduclng the veJDcjty of mooey and therefbre 
the :hflatictlary impact of a given level of spend:ing. As rates of return 00 

:investments :h the K:ingdom a:abllied and ~ :htereat rates s::lared, more 
Saudi private :!nvestmEnt moved abroad, again reduclng the impact of :!ncreased 
government spend:ing 00 oomest1c noo-ail growth. Deaptte all of these rn.tt.igat:hg 
factors, the substantlal growth :h governmEnt cutJays appears suf'ficii:nt to suS:a:ln 
noo-ail GDP growth :h FY 1980 at rates romewhat trlgher than last yeer's. 

Constructicrl predom:inates amoog noo-ail EI3ctor activ:lties, accolllting fbi' over a 
thJrd of total noo-ail ootput. Trad:ing, transport and t'1!Sl estate together 
comprJae another thJrd while the "product:.hle EI3ctors" of .lndustry and agrlcul1:ure, 
the ma:ln targets of the 'l.'h:in:I Plan, currently generate less than ten percent of 
noo -ail GDP. The p35t s:!venll ya;lIS have wltneased S'larply increased oompetjl:.b1 
:in the trad:lt.iooal noo-ail EI3Ctor (lll"Sll1!:s - moot nct.iceably :h oonstruct:.1oo but 
a100 :h t'1!Sl estate, supermarkets and rotels. WIDrln the :fndusIr.Ial ~, 
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bu:IJdjng ma.ter.I.a1s and l!I..lPPlias manufllctur.ing seems tD lave ~ed the most 
pop.zlar .tlitat1cn tD most ,Saudi ent:.repreneurs, fblJowed by o::rlSJmer bms f!:Ir the 
local lllBl'Ket (e.g., plastics, mik, bEker1es, jce cream, appliances, ::ott cr.Irics, 
rugs). A cable tb.cI:ory was recently ilaug1.lnited. As peI:rochenUcal. oomplexes 
are esl::ahJi<tled at Jubaft. and Yanbu, vast ~ w:Ill arise fur p1.vate 
sector firms which can either ~e goods !Ild ~ tD these new i'lcIusI:rU:B 
or It.il:Ize the ~ of these :ilstallatlc:ns. 

PUB.JC FINANCE 

Statlsl:.lcs relea.sed :In the Anm.al Report of the S:!.ud1 Arabian MQ'letary Agency 
this I!PI1ng :indicate a government q:lE!I"at:Ing detlc1t fur the last two ft!ca.l. years 
fOr which data are avaDable - 1977flB and 197Bfl9. However, the Q-amatlo all 
price :Increases of late 1979 Itlould result :In a ~ alJ"Pl,us this ft!ca.l. 
year. ReVI3'lue Q'l a ft!ca.l. year tasls rema:lned almost a:nst:ant fur the three 
years from FY1976fl7 tD FY1978fl9 while expenctilure m:Je markedly 0I'ElI" this 
per.Iod, result:Ing :In detlc1ts fur the latter two years (See Table). The deflctts 
:Inspired l"EIlewed reevaluatloo of government budgettlg, coot..ract:Ing and 
procurement procedures tilat went beymd the antl.-:lnflatXxl effOrts of the 
preoeed:lng years. The refOrms :ilstituted as a result of this reevaluatXxl rema:ln 
.in fbroe, eVI3'l as revenues lave mW'lted. BIds are more carefl.il.l¥ s::rut.ln1zed tD 
:Insure real.1stio cosI:.ing, lanl;e Jl'l;)jacts tend tD be trocen tIto smaller oom(Xl'lents 
to attract greater oompetit!oo, new 8lppliers are encouraged to enter the lllBl'Ket 
:In M:ler to ma:Inta:In oompet1t1ve j:rlclng Q'l !!pvernment a:ntraol:B. 

Government accotrlts w:Ill reb..un well tIto the bJad< fur FY79A!O. SJrp:I.uses a1s:I 
seem t.Il8.vrrldable fur the next !'eVeral years. The ~te of hJge refinery !Ild 
petrochenUcal. Jl'l;)jacts now bemg signed, wtrlch w:Ill be financed p1.marlly by the 
Saudi government (e'lther tl'J.r\:1lgh SAmC or the Public lhvestment Ftnd) sOOuld 
prov.Ide an rutJet fur I8l't of the :increasing revenue. Wh:Ile:lnfrastrucb.lre w:Ill 
not be the !!P\Iemment's jl"imary fbcus clrlng the oomjng several years, there are 
mlllY maj:lr :lntrast.ructure Jl'l;)jacts wtrlch wm cmt:Inue tD require :Increased 
ftnd:!ng. Mainta'lance and operat1cn of filciJ1t1es already <mst.ruoted fh:luld 
abs:rt> greater revmue than :In the p;lSt, especially fur 8.100 Jl'l;)jacts as h:)spltaJ S, 
schools, m1l:ltary :InstaJ.latlc:ns, and airports. 

THE THIRD FIVE YEAR PLAN 1980-B5 

Government 1iIlEIld:!ng wm rema:ln the eng:Ine fur 8lb.stantiaJ. eo::nom.1c ~wth and 
development clrlng the Third Plan (1980-B5). The:lntrast:ructure p..lt :In place 
dur.lng the p;lSt flve years has, tbr all 179ctlcal p.lI"pOS9S, ellm:Inated the \i1ysIcaJ. 
ltmtts Q1 the ecalomy's abs::>!'l'tive capa.cll;y !Ild !I:l8rlng all revenues (lad<ed up 
by a l'llge government porttb.lio of tbreign assets) have lifted financial o::nstra.1nts 
at development. However, this 00es not herald Illbr.ldJed eo::nom.1c ~. 
Wh:Ile the S:!.001 Govern ment can be expected to f!lt budgets at the levels required 
to Jl'l;)mcte tts gJI!iIs fur nati:ml development, p::il1cymcKer5 clearly r.erceiYe the 
potEIltlal s:>clal and p>1it:lca1 crawbad<s of OI'ElI"ly rapld modernizatlcrl. Overall 
growth target.'!! fOr the Plan wm t:herefbre synthesize deslred ecalomic 
development !Ild the ma.fntenance of the vab.Ed reJjgious, culhn'lIl !Ild s:>clal tra­
dl1:.1a1s of the K:lngcbm. 
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Wit.trln ovem1l :!p!Ildlng targets, Itin:IBt:.ry of Planrllng offlcials have 1nd:imte:l that 
the new Plan will emphasize the developmEnt of a::>cial rather than lilySical 
mft>astructure, <Dlcentrn.t.1ng en manpower trairrlng. The M1n.IsI:.er of Planrllng has 
repeatedly emphaslred the impatance of trairrlng ald the need to re:!uce reliance 
en fbre!gn workers. DevelopmEnt of the "productive sectors" of :Industry ald 
~ alro rmi<: hlgh en the ll"'lodty list. The next plan l'h::luld alro p-uv:Ide 
fbi" greater decent.mJ..izatlcn beth :In terms of P"Qj:lct:s Elld :In terms of greater 
provislm of a::>cial S3rv.ices Elld :Infrastructure to aJtlyjng areas. The.l.!baiJ. and 
Yanbu P"Qj:lct.3 are IX:lrhaps the test examples of new p:>les of developmEnt rutslde 
the tm<Hl::.1cnal. Jidda-Ri¥adh-Dhahran axis. After the E!'lOl'moos bull.dup of 
f'acil1t;1es of all types during the Seocnd Plan, an :lncrnased ertbrt will be 
required during the Th:In:1 Plan to mamta:ln and OIX:lrate these ~. 

The Seocnd Plan E!1v:isaged ald, :In tact, implemE!1te:l bold irrlt:latiws :In oouaatt:n, 
health, co m mt.nica.tials, transportatial and ccnstructlm. The fOcus fur the Th:Ird 
Plan has beE!1 detenlrlned to a sisnifioant degree by that of jts jl"e(!eoess:lr. The 
maj:>l' refineries and ~nUcal plants to be implemE!1te:l as the lead P"Qjacts 
m the mmpajgn to :!ndusIrlalize are already signed a' :In the advanced stages of 
negot,:fati:n. lh ether areas, ma:t Th:In:1 Plan P"Qjacts are much more lice1y to be 
1ogI.cal ccnt.inuatlals of lines drawn by the Seocnd Plan than to fP off :In 
tlndamE!1taIl;y new dID3ctIoos. Th:is appears true fbI' airp:)rt.s, ~h:xlls. e1ect.ric1ty 
gE!1ereting taci!1t;Ies, desal.inatiro plants Elld port tac1l1t,;es, amcng ethers. 

INFLATION 

Saudi Arabia is cne of the few COI.rltr1es w!tich has recorded !ta:Idlly decreasing 
mflatt:n rates aver' the !8St five years. The nen-all GDP deflator, the test 
:Index of overall j:Iice tralds :In the eccnomy, dropped from aver' fbrty pero:nt :In 
1975n6 to less than ta:l IX:lro::nt during the latest report:Ing IX:lriod, FY1978n9 • 
Thls was accompllitled throogh menetary rest:ra:Int and by re:!ucing bcttJ.a1ed<s, 
thereby :lnCl"6'lSing Slpp1jes of goods to the marKet. Menetary growth was bmJght 
under <Dltrol by a combinatt:n of restmined governmEnt :!p!Ildmg ald tight 
<Dltrol of Jocal barKs. However, since an::uld fbrty ~t of the Slppl:les of 
goods and serv:Ioes :In the e<n!omy are imported, jt is d:iffiI:lult to a1ltlld fur l::ng 
the <Dlsequences of rapjdly rising j:Iices abn:ad. IX1r.Ing FY1978n9, the riyal 
was revalued 3.8 pero::nt agafust the cblJar, attaluat:lng the cbmestlc impact of 
import pru:,e mCl'l!!l38eS. The riyal has rema:ined !!table vis-a-vis the cblJar :In 
FY1979!80 while overneas prlce increases have acoelerate:l. Despjte rising 
compet.itial in the cbmestlc eccnomy and incrEmled Slppl:les, jt is becom:lng 
steadily more difficult to i1alJate the Saudi eccnomy from wa'ld j:Iice t1aes. 

TRADE AND BALANCE OF PAYMENTS 

Virtually all Saudi exports are oomprised of crude an. natural S38 liquids, ald 
petroleum products. As wjth the budget, the GovernmEnt reportOO that 1978 
external accotnts (C1.IITEI1t accoIJ1t) moved from massive ::urplus to appn::oc!mate 
balance as imports rose rapjdly and exports slackened. The s.use in all j:Iice 
and productial ::hould ence agajn pm the rurnnt aoCO\Zlt well into the black fur 
1979 and result :In an evEIl more dramatic ::urplus :In 1980. While imports of 
goods and serv:Ioes s:.and to rlse Slbs:.antially, they mnn~ match the j,tmp :In all 
export E'8llllrIg:s. 
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Wit.trln ovem1l :!p!Ildlng targets, Itin:IBt:.ry of Planrllng offlcials have 1nd:imte:l that 
the new Plan will emphasize the developmEnt of a::>cial rather than lilySical 
mft>astructure, <Dlcentrn.t.1ng en manpower trairrlng. The M1n.IsI:.er of Planrllng has 
repeatedly emphaslred the impatance of trairrlng ald the need to re:!uce reliance 
en fbre!gn workers. DevelopmEnt of the "productive sectors" of :Industry ald 
~ alro rmi<: hlgh en the ll"'lodty list. The next plan l'h::luld alro p-uv:Ide 
fbi" greater decent.mJ..izatlcn beth :In terms of P"Qj:lct:s Elld :In terms of greater 
provislm of a::>cial S3rv.ices Elld :Infrastructure to aJtlyjng areas. The.l.!baiJ. and 
Yanbu P"Qj:lct.3 are IX:lrhaps the test examples of new p:>les of developmEnt rutslde 
the tm<Hl::.1cnal. Jidda-Ri¥adh-Dhahran axis. After the E!'lOl'moos bull.dup of 
f'acil1t;1es of all types during the Seocnd Plan, an :lncrnased ertbrt will be 
required during the Th:In:1 Plan to mamta:ln and OIX:lrate these ~. 

The Seocnd Plan E!1v:isaged ald, :In tact, implemE!1te:l bold irrlt:latiws :In oouaatt:n, 
health, co m mt.nica.tials, transportatial and ccnstructlm. The fOcus fur the Th:Ird 
Plan has beE!1 detenlrlned to a sisnifioant degree by that of jts jl"e(!eoess:lr. The 
maj:>l' refineries and ~nUcal plants to be implemE!1te:l as the lead P"Qjacts 
m the mmpajgn to :!ndusIrlalize are already signed a' :In the advanced stages of 
negot,:fati:n. lh ether areas, ma:t Th:In:1 Plan P"Qjacts are much more lice1y to be 
1ogI.cal ccnt.inuatlals of lines drawn by the Seocnd Plan than to fP off :In 
tlndamE!1taIl;y new dID3ctIoos. Th:is appears true fbI' airp:)rt.s, ~h:xlls. e1ect.ric1ty 
gE!1ereting taci!1t;Ies, desal.inatiro plants Elld port tac1l1t,;es, amcng ethers. 

INFLATION 

Saudi Arabia is cne of the few COI.rltr1es w!tich has recorded !ta:Idlly decreasing 
mflatt:n rates aver' the !8St five years. The nen-all GDP deflator, the test 
:Index of overall j:Iice tralds :In the eccnomy, dropped from aver' fbrty pero:nt :In 
1975n6 to less than ta:l IX:lro::nt during the latest report:Ing IX:lriod, FY1978n9 • 
Thls was accompllitled throogh menetary rest:ra:Int and by re:!ucing bcttJ.a1ed<s, 
thereby :lnCl"6'lSing Slpp1jes of goods to the marKet. Menetary growth was bmJght 
under <Dltrol by a combinatt:n of restmined governmEnt :!p!Ildmg ald tight 
<Dltrol of Jocal barKs. However, since an::uld fbrty ~t of the Slppl:les of 
goods and serv:Ioes :In the e<n!omy are imported, jt is d:iffiI:lult to a1ltlld fur l::ng 
the <Dlsequences of rapjdly rising j:Iices abn:ad. IX1r.Ing FY1978n9, the riyal 
was revalued 3.8 pero::nt agafust the cblJar, attaluat:lng the cbmestlc impact of 
import pru:,e mCl'l!!l38eS. The riyal has rema:ined !!table vis-a-vis the cblJar :In 
FY1979!80 while overneas prlce increases have acoelerate:l. Despjte rising 
compet.itial in the cbmestlc eccnomy and incrEmled Slppl:les, jt is becom:lng 
steadily more difficult to i1alJate the Saudi eccnomy from wa'ld j:Iice t1aes. 

TRADE AND BALANCE OF PAYMENTS 

Virtually all Saudi exports are oomprised of crude an. natural S38 liquids, ald 
petroleum products. As wjth the budget, the GovernmEnt reportOO that 1978 
external accotnts (C1.IITEI1t accoIJ1t) moved from massive ::urplus to appn::oc!mate 
balance as imports rose rapjdly and exports slackened. The s.use in all j:Iice 
and productial ::hould ence agajn pm the rurnnt aoCO\Zlt well into the black fur 
1979 and result :In an evEIl more dramatic ::urplus :In 1980. While imports of 
goods and serv:Ioes s:.and to rlse Slbs:.antially, they mnn~ match the j,tmp :In all 
export E'8llllrIg:s. 
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DlPUCATIONS FOR THE UNITED Sl'ATES 

Sm:I1 Arabia is lkel¥ tD Jmpat OIl\'!!" $3) billim wath of jpXIs IE well IE 
b1ll.fall3 mere h eerv.Ices thls yall'. lhlke ma:t. ma.rtceb;!, the mail oompet.iti:r! 
fbr U.s. Il.IppJjers is nct; tI:'om oolllestfc manufacturers IU; tI:'om a.her ecporters, 
ma:lnly the EUropeans II'Id the Japanese. ]I; is 11'1 CpIl ma.rtcet which is the 
number Oll! overseas customer fbr many maj)r U.s. oompania;. <M!r lIJO 
Amer.ican firms !'ave e¢3hliSled themaelves h the IangOOm. 

Structural d1ange h thls all-rich Mideast 00lIltry is :eadhg tD less em(ilas:ls Ol 
the hthast:ructure !I1d cmaI:n.Ict'.t:n which was required tD meet IX EIlISing damand 
fbr essential eerv.Ices fbllow:fng the 1973fl 4 all p-Joe riaes. Sm:I1 Arabia is 
tbousIng greater attential Ol the fbllow:fng· areas which of'ft!r l!Dme of the best 
~ fbr U.s. f!rms: 

Fetn:dJemical hdu5try !I1d <.1I'We all ~. 
()penltfal !I1d mahtalanoe of ~ a:J.ready oompleted Q" mderway Slcil IE the 
fbllow:fng: 

.eahcols trnpfta1s aillJ(l1ts 
ports b:luslng indt.Il:tr1al plants 
aircraft 

Serv.!ces - As hoomes r!se the jXlp.IJatfal t:e1ds tD CD'l3lme a greater pq1Ort.i:n 
of serv.ll:les Slcil IE the fbllow:fng: 

Hed1ca1 !I1d dental O'!ln! 
F.1nanalal. eerv.Ices 
Hcb:r wh1cle Illa.i!ltaJanoe 
8.dld!ng mahtalanoe 

lihv.lrmmE!'ltal. p'Ctecticn !I1d I!!l.Illcipal IIlItitatJO!1. 

Greater attential is als:> be1ng p:dd tD hcreased Sm:I1 partfc;lpatfal h j>tt 
vent:un:ls, ~ h hdu5try. Host j>tt vent:un:ls I'leniI were h the 
cmaI:n.Ict'.t:n, 0Xl'IStructial mater.Ials, II'Id Hght CD'l3lmer jpXIs sectors. '1here w:m 
be ~ opportI;rrlI:.i h Sm:I1 Aratrla fbr U.s. flrms wh:Ich are ldll:lng tD 
mOl'lil hto tJ.<lIstrlal j>tt vent:un:ls h new sectors, mpeaIall,y tb:m wh:Ich w:m 
either p:'OVide s:ro;IucI:s !I1d eerv.Ices tD the new ,:eI;ndJemical plants at .l.lban !I1d 
Yll'lOO Q" wh:Ich will use the b!s!o peb'OChemfcals tI:'om these plants IE a majlr 
mpJt. 

'!'he Sa.I.l:I:I. Government !'as begu'I tD tnlk oown large cmtraots hto smaller 
segments w:tth the htentfal of aIt.ra.ct!ng a larger rumber of m:ldd1e-sIzed Sm:I1 
and ~ firms tD p;utidpate h development~. '!'he Saudi Government 
warts tD Erlcoorage meditm-sim U.s. oompania;, net Oll¥ the g:Iants, tD beoome 
act:I.ve h the IangOOm. 

In Slm, thls ma.rtcet !'as Etdf'ted tI:'om heavy em(ilas:ls Ol Ia!do needs (housing, 
roads, oomml.lrlcatfals) to ileoome mere l!D1iDst1 c!lted !I1d h~ servJce 
cr.h!nted. 'lh:ls cbes net mean that t:nadti:rlal U.s. ma.rtceb;! h these <Xllllt.l'ifs fbr 
mctor wh1cles, a::nstzu:t.fm equipment, fOOd' s:ro;IucI:s, e1ectrJcal g:xxfs, !I1d 
machhery are decl:kDng. '!bey !'ave, h ft!.et, liDwn healthy growth drllg the 
past several years. '!'hey are, rowever, lkel¥ tD be replaced as the ft!.steBt 
growth sectors by the servJce-relatOO !I1d indt.Il:tr1al j>tt 1IeI'lblnil areas. 
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