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and arbitration. War is the last resort when peaceful methods fail to redress agression™ (S.
Pirzada: Islam and international law.P. 215.
Laal galyg
M. Natsir: Some observations concerning the role of Islam in national and internaional affairs,
Cornell University, Itheca, 1954, P. 8-12.

YA~ Laga Sl ya



syl il el 3 ok

o O Sl e Eodonzin 3 0L
P Pl s o cansy pa Lo
Gl Corl gl by 2l (oSl e
(.5;-} Gkl Cly O pilall ‘f.g,._u
‘..S:»J!a.o_ﬁ:

Lsgandl i )l Aol o yla U
ade coasy ]l Lelidhe (3 pSodll
gzl Sl Slaalall e esdl
oSl ol TSL 3 i SIS
L deadl asY

s Wiy pais o JS 10 ,m padiy

Sl sl gl &l S J g I e 2L
sl edl el Gasadly bl Il
Sy dl SRl e a1 5 2

I ade OLS |5 - pohVl G e 3y
S g5 el
SOl el gy s w8 G ol sl e
IN= 5 sl ,{,m o ol
L s (A s ) YT A
- Ll olela

eyl el g Em Vi a5 al
Jsal oSl n Y iy e
22 W0y g sl el A dlmnys

lagd ol g (1)

JLaBY g pSabf i Y Lash o (BN (8« GBI (e &5y aa) aSakl 3 bl g g9 (o0 pasaill
23S0 i) (el T gt - gliad) alagll (s JLaSIl o (U1 Ay g p 9oL § s (B0 58 J& S
(B DY 9.5 5ac 9l 98) 4o 9eada 9 110 40V VAV LV FAL 3,80 alall Sl Slacs
Uad J38l1 3 i (3 LaS {pmaralill pd 31 e jolualf aSadf (saa3 g GBI EaY 9 2 gass oy
G 8ual g duudd § psadl audl (0 gs 5 018 ulill (50 5258 al e J 98 (9S8 (0 a2 01 Y allial g
O plas Las § g1 elf S GBI paal (o ¥ - JUs (51 (53 431 Y1 (830 Y LaS (il puaiadil

QM g AT ) gk

gy (LAl diaa s g Lublaill Lassdall) a3l § assaill pasbod ¢l i (¥)
"Le droit muslman a connu lui aussi I'arbitrage. comme en droit romain, celui-ci possede un

caracte’re purement contractuel, L'arbitre y est vu comme un mandataire des parties, revocable
en principe. Des quatre grandes e”coles (improprement appele ‘es “rites™), scule I'e ‘cole male-

kite enseigne qu'il estirrevocable... L'arbitrage en droit musulman se distingue aussi par un autre

trait, tributaire du premier, a’ savoir son caracte're subalterne. L'arbitre est ¢n ¢ “tat de de pend-

ance par rapport au juge, Sa de‘cision peut etre attaque ‘e devant le juge si elle n’est conforme pas
droit*. (Antoine Kassis: Proble’ mes de base de I'arbitrage en droit compare” et en droit interna-

tionale, LGDJ, Paris, 1987, P. 41).
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Abdul-Rahman Arabi: L'Islam etla guerre a’ I' e ‘poque du prophe”te Mahomet, the'se, Lausan-

ne, Ambilly, 1954, P49,

."u.&l:l'nJBM’

= 5. Muhamassani : The principles ot international law in the light of islamic doctrine, RCADI,

19661, Vol 117, p. 272-1273

A Rechid : L Islam et le droitdes gens, RCADI, 1937, 11, P. 440-441.
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b. Muslim jurists transferred arbitration in domestic affairs from its pre-Islamic general sphere
of action, and limted it to the same field of reconciliation, ¢.g. in property claims relating to the
rights of the individual. In their view, arbitration is, on the one hand, a voluntary jurisdicttional
method. Thatis, the arbitrator acts as a judge and gives his award on the basis of the decision as to
which of the parties is right. Furthermore, they stipulate that arbirator shouid possess the condi-
tions and moral qualifications required in the judge, during the performance of his functions. On
the other hand, Muslim jurists attach arbitration to reconciliation in its basic conditions and
sphere of action. In their opinion the arbitration authority is, above all, based on the mutual
agreement of the parties to delegate a third person to settle a specific dispute which has arisen be-
tween them, Thus they conclude that arbitration (as well as reconcliation between the parties) is
invalid if it is accompanied by stipulations on the part of the litigants, or if it refers to future dis-
putes. In addition, arbitration is also invalid if applicd to cases prohibited from settlement
through compromise between the parties concerned (reconciliation). These are cases which in-
volve matters relating to the public right of the Muslim State and its public order (hugug Allah),
which shouid be settled before the judge (gadi)- an official officer of the Muslim State who deals
withall cases.

Atany rate the limitatior of the authority of arbitration to the domestic atfairs of the Muslims
came about mainly because of the growth and consolidation of the judicial. administration in the

Mushm State, especially following the time of the Ummayads.

&b
E. Foda: The projected arab court of justice - a study in regional jurisdiction with special refer-
ence to the muslim law of nations, M. Nijhoff, 1957, P.55.
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"Thus, Islam rests the prevalence of peace between Muslims on their acceptance of the Isla-
mic doctrine as arbirator in their disputes, whether internal or international”. (E. Foda : The

projected arab court of justice, op. cit, p. 50).
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THE EFFECTS OF TRADE
LIBERALIZATION ON
TRADE FLOWS IN GCC STATES

Ismail M. Dais,Ph.D’

1.INTRODUCTION

The Arab World Witnessed three integration schemes on regional basis in the 80°s. In
1981, the Gulf Cooperation Council (GCC) was formed among Bahrain, Kuwait, Oman,
Qatar, Saudi Arabia, and the United Arab Emirates. In 1989, two more Groupings were
formed: The Arab Cooperation Council (ACC) among Egypt, Iraq, Jordan and the Arab re-
public of Yemen; and the Arab Maghrib Union (AMU) among Algeria, Lybia, Morocco,
Muritania and Tunisia.

The purpose of this study is to investigate the effects of trade liberalization in GCC states on
inter-area and intra-area trade flows. It will be demonstrated that the traditional customs
union theory (1) may not apply to GCC, especially the static (welfare) effects. As for the
dynamic effects of the union, they will not be dealt with in this study due to the short integra-

tion period.

The study covers the period 1981-1988.
Trade data, in aggregates, relating to this
period, was compiled by the GCC Secretari-
ate. However, uniform and complete data
for trade in individual products, especially
those of national origin, was not available at
the time of conducting this study.

The outline of this study is as follows: Af-
ter giving a brief overview of the Unified
Economic Agreement (UEA) in this intro-
ductory section, we discuss briefly, in section
11 the static effects of customs union and

their applicability to GCC, along with a sim-
ple model to test for these effects. In Section
111, we investigate inter-area and intra arca
trade flows in GCC during the study period
to test for possible integration effects, with
special emphasis on saudi Arabia as the
Largest GCC member. Finally, Section IV
presents our concluding remarks.

The history and development of the GCC
are not discussed here for they were thor-
oughly discussed somewhere else (2).
However, it may be useful to give a brief
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overview of the objectives of the GCC and
the gradual steps specified in the (UEA) to-
ward attaining a full economic union among
member states.

The Arab States of the Gulf signed the
“Charter of Cooperation Council for Arab
States of the Gulf”” on may 25, 1981. Before
the end of that year, the UEA was also
signed. Article four of the Charter outlined

the basic objectives of the GCC as follows(3).

1. To effect coordination, integration, and
interconnection between member states in
all fields in order to achieve unity between
them.

2. Deepen and strengthen relations, links,
and scopes of cooperation now prevailing be-
tween their peoples in various fields.

3. Formulate similar regulations in various
fields including the following: (a) economic
and social affairs, (b) commerce, customs
and communications, (¢) education and cul-
ture, (d) social and health affairs, and, (e)
legislation and administrative affairs.

4. Stimulate scientific and technlogical
progress in the fields of industry, minorolo-
gy, agriculture,.. etc.

Thus the “Charter” stressed the economic
role of the GCC as a means to achieve unity
between member states”. The UEA speci-
fied the gradual steps toward attaining the
objective of a full economic union by: (4).

1. Elimination of custom duties and other
barriers on agricultural, animal, and natural
resources’ products that are of national ori-
gin. To qualify as national manufactured pro-
ducts, the value added ensuing from their
production should be 40% of their final
value; and the share of member state citizens
in ownership of producing plant should not
be less than 51% (5).

2. Establishmennt, within five years, of a
uniform tariff against outsiders to protect

national products from foreign competition
(6). Thus, the GCC in its present stage is a
customs union (7).

3. Coordination of commerical policies
and relations of member countries with other
regional blocks to improve their terms of
trade (8).

4. Free movement of labor and capital, and
abolishment of discrimination among
citizens of member states relating to the right
of ownership, inheritence, ... etc. (9). With
the accomplishment of these provisions, the
GCC will have reached the stage of a com-
mon market (10), which is likely to be
achieved in the early ninties (11).

5. Encouragment of private sector in mem-
ber states to establish joint ventures (12).

6. Coordination of development in mem-
ber states, including the coordination of oil
and industrial policies and allocation of in-
dustries accordingto relative advantage (13).

7. Coordination of fiscal and monetary
policies which would lead eventually to
establishing a common currency (14). With
these provisions, the GCC is aiming at
reaching a full economic union which is the
highest form of economic integration.

11. The STATIC (WELFARE)
EFFECTS OF CUSTOMS UNIONS

The theory of customs unions, or econo-
mic integration in general, is well-known,
and, therefore, would not be reproduced
here (15). However, a brief over view of the
static effects of customs unions may prove to
be helpful for the purpose of this study.

J. Vinor and others (16) showed that a
“trade-creating” customs union would in-
crease welfare because it involves the re-
placement of a relatively costly domestic pro-
duction by cheaper partner goods. A “‘trade-
diverting” customs union would reduce wel-
fare because it involves shifting sources of



supply from a low-cost foreign producer to a
high-cost partner source. Other economists
showed that even a trade-diverting customs
union would not necessarily reduce welfare if
both the production effect and the consump-
tion effect of a customs union are taken into
account (17).

The consumption effect and the produc-
tion effect of a customs union are easily de-
fined as follows: The consumption effect is
the increase in welfare entailed from the re-
duction of price of a commodity after abo-
lishing tariffs. The production effect, on the
other hand, is the increase in welfare due to
the substitution of a costly domestic produc-
tion with a low-cost partner goods after re-
moving trade barriers. Under a constant util-
ity demand curve (in the Marshalian sense)
and constant or increasing costs, the net in-
crease in welfare is roughly estimated by
one-half the increase in imports multiplied
by the tariff rate (18).

In theory, there are certain conditions that
should be met for a customs union to be

trade-creating, among which are the follow-
ing (19):

1. Member countries should be producing
wide range of similar goods. Hence, the
opportunity for the substitution of the pro-
cucts of one member for those of other mem-
bers may arise, and thus leading to create
new trade among members that did not exist
before.

2. The existence of large differences in unit
cost of production among members before
the union. This would lead to a gain from the
union of competitive economies that would
arise from allocation of resources from the
inefficient domestic producers to more effi-
cient union members.

3. Pre-union tariff levels compared to
post-union tariffs. If tariffs before the union
were high, the elimination of such tariffs
would lead to trade expansion.

Static Effects and the GCC Case:

Economic intergration in GCC may not
lead to trade-creation in the short-run for a

Table (1)
GCC Export Structure, 1984 - 1988
(mil1ion US Dollars and Shares %)

1984 1985 1986 1987 1988

011 exports $72,743.5 58,768 40,737.6 47,354.9  47,032.55

¥ 92.5 91.5 87.4 88.6 88.1
Commodi ty
exports $5,900.2 5464.9 5878.3 6115.0 6337.34

% 7.5 8.5 12.6 11.4 11.9
Total $78,643.7 64,230.9 46,615,9 53,469.9 53,369.89

% 100.0 100.0 100.0 100.0 100.00

Source: GCC secretariate, Economic Bulletin No.4, 1989, Table 21, page

75. ’

, No 5. 1990, Table 26, page 71.



variety of reasons among which are the fol-
lowing:

1. GCC states, like most developing coun-
tries, depend mainly on one export product,
namely oil, which constitutes a large percen-
tage of total exports. This fact is explained in
Table (1) which shows GCC export structure
during the period 1984 - 1988. The share of
oil exports in total exports was 92.5% in
1984, 91.5% in 1985. Although its share in
total exports dropped to about 88% in 1988,
oil is still the main export commodity for
GCC states. The share of other commoditics
in total exports runs around 8% to 12% only
(20). Therefore, GCC is not likely to create
new trade among members given-that all
members specialize in oil, especially in the
short-run.

2. Manufacturing and agricultural sectors
contribute a relatively small fraction (less
than 10%) in the Gross Domestic Product of
GCC states. This is shown in Table (2).
where it may be seen that the manufacturing
sector contributed 6 - 9% of GDP during the
period 1983 - 1988, As for agriculture, the
contributionin GDP at current prices incre—

ased from 1.7 % in 1983 to 4.9% in 1988.

The recentexpansioninthe production of
some agricultural commodities may be due to
governmental subsidies.

However, as shown in Table 2, there is a
tendecy in'GCC to lessen dependence on oil
as the main source of income by developing
manufacturing and agricultural sectors. In
Kuwait, the importance of manufactuing in
GDP increased from 6% in 1983 to about
13 % in 1988. In Qatar, it increased from ab-
out6 Y% in 1983 to about 12 % in 1988. As for
agriculture, it is noticed that this sector ex-
panded most in Saudi Arabia; for its con-
tribution in GDP increased from 2.1 % in
1983 10 7.3 % in 1988. However. as long as
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the production base in GCC states is limited,
and those states continue to produce a nar-
row range of similar products, the GCC, in
the short-run is not expected to be trade-
creating customs union.

3. Even before forming the union, GCC
states were reltively open to free trade with
all conutries. For example, both Bahrain and
the United Arab Emirates levied no tariffs as
a means for protecting domestic products be-
fore the union. As for Qater, there was pro-
tection for one commodity. In Oman,
Kuwait, and Saudi Arabia, Governments
levied tariffs for the purpose of protection of
domestic products on 8, 17, and 28 commod-
ities respectively. The maximum tariff rate
was 30% (21). Accordingly. freeing of trade
among members may not lead to trade ex-
pansion in GCC as if traiffs were high before
the union.

Measuring Integration Effects:

Many ecnomists tried in the past to esti-
mate integration effects in the short and long
runs especially in EEC countries (22). The
results were inconclusive. In this section, we
present a simple model not to measure in-
tegration effects in GCC. but to see if trade
flows among members after intergration
were different from trade flows before in-
tegration.

A simple model that was used by B. Balas-
sa and others for EEC countries (23) will be
applied to Saudi trade flows with other GCC
members and the rest of the world. The
objective is to assertain that changes in trade
flows after the formation of a customs union
arc different compared to a pre-union
period; and to assess the magintude of trade-
creation and trade-diversion. The model ap-
plies a residual imputation method that esti-
mates the total effect of a customs union for a
given union year (t) as the difference be-



tween the actual level of the variable studied
say Imports (Mt) and the expected “normal™
level without a customs union, (Mt*). The
problem is simply to estimate the time path of
(Mt) over the period (0) to (t), Where (0) isa
pre-union period, assuming that there has
been no customs union. In particular, the
method is simply to construct hypothetical

estimates of what trade flows would have
been in the absence of integration and com-
pare them with the actual flows, the differ-
ence being attributed to the impact of the un-
ion. the major shortcoming of this method is
that it does not allow for factors other that
the union effect, that might have been re-
sponsible for changes in trade flows (24).

Table (2)
Importance of Agriculture and Manufacturing Sectors in Gross
Domestic Product of GCC States

Country / Sector 1983 1984 1985 1986 1987 1988*
Bahrain:

- Agriculture 1.1 1.1 1.2 1.5 1.3 1.2
- Manufacturing 9.8 10.2 8.8 12.4 16.0 18.6
Kuwait:

- Agriculture 0.5 0.5 0.6 1.1 1.1 1.1
- Manufacturing 6.2 4.8 6.5 11.5 14.5 13.2
Oman:

- Agriculture 3.1 2.9 2.8 3.4 3.5 4.2
- Manufacturing 2.5 3.0 3.2 3.7 3.7 4.2
Qatar:

- Agriculture 0.7 0.8 1.0 1.3 1.3 1.2
- Manufacturing 5.8 7.3 7.9 9.7 9.9 11.8
Saudi Arabia:

- MAgriculture 2.1 2.6 3.4 4.5 5.4 7.3
.= Manufacturing 5.8 7.2 7.5 7.1 6.7 8.8
United Arab Em.

- Agriculture 1.2 1.3 1.4 1.7 1.7 1.9
- Manufacturing 9.3 9.6 9.3 8.9 9.2 9.1
Total GoC:

- Agriculture 1.7 2.0 2.5 3.3 4.3 4.9
- Manufacturing 6.3 7.2 7.9 8.0 9.5 9.6

Source: Computed from Tahle 1/1 GCC Secretariate, Economic Bulletin, No
4, 1989, pp. 99 - 100. No 5, 1990, Table 1/1, pp. 93 - 94.

* Primary figures.
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However, this method inspite of its short-
comings, weuld be satisfactory for our case
since we are not concerned with absolute
values of trade-creation and trade-diversion
if any, but in the direction of trade.

Thus, if we postulate that real imports of
country (j) from country (i) (mij) is a log
linear function of the real Gross Domestic
product in the importing country, (yij), and
define theincome elasticity of demand for
im ports as,

Eij = dInmij/dINyj

then,

tE13 > 0E3, iudicates “gross trade-crea-
tion” . o
tE23 >0E23, indicates “‘trade-diversion

tE03 >S0EO03, indicates “net trade-creation”

Where the subscripts 1,2,3 refer to a mem-
ber country in the union, the rest of the
world, and a partner country in the union re-
spectively (25).

If we assume that real imports and real
Gross Domestic Product grow at a con-
tineous rate (g). then we may calculate the
average income elasticity of demand for im-
ports as

E =gm/gy, where
gm = (Inmt-Inmo)/t
gy =(Inyt-Inyo)/t

Where (t) is the length of time period, and’

everything eles as defined above.

It should be pointed out that the computed
elasticities are ex post estimates. Inferenecs
on trade-creation and trade-diversion are
drawn from the values of these elasticities.

111. GCC TRADE FLOWS, 1981 -
1988

In this sectoin. we investigate changes in
trade flows among GCC members (inter-
area trade), and changes in trade flows be-
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tween GCC members and other major eco-
nomic blocks (intra-area trade) during the
period 1981 - 1988. Furthermore, we investi-
gate changes in trade flows between Saudi
Arabia, as the largest GCC member, and
other GCC members and the rest of the
world.

Before going on with our empirical inves-
tigation, we should point out to two observa-
tions that may affect our results:

1. The study period was generally a declin-
ing period for GCC economies due mainly to
the decrease in oil production and prices as a
result of the oil glut. And as a result, Gross
Domestic Prodct, oil revenues, exports, and
imports declined as well in all GCC states.

2. Trade data is mainly in aggregates. We
could not find complete and uniform data for
individual commodities and industries to get
more accurate results, including trade in pro-
ducts of national origin (26)

111. 1.Direction of GCC Exports:

Table (3) shows direction of GCC exports
in million US dollars during the period 1981 -
1988 in absolute values and shares, for each
of the following groups:

a. Inter— GCC exports — exports of GCC
members to each other,

b. exports to the rest of the Arab World,

¢. exports to the rest of Islamic countries,

d. exports to EEC countries,

e. exports to USA,

f. exports to Japan, and

2. exports to the rest of the world.

Given that GCC states rely mainly on ex-
ports of oil, and due to the oil glut during the
period, we observe the following:

1. Total GCC exports declined drastically
during the period 1981 - 1986 from over US$
165 billion to less than US$ 47 billion, a de-
cline of about 72%; then increased in 1988 by



15% , to over US$ 53 billion.

2. GCC inter-area trade declined in abso-
lute value during the study period from US$

4.6 billion in 1981 to 2.9 billion in 1986, then
increased to US$ 3.3 billion in 1988 which

was below 1981 level..However, the share qf
inter-GCC exports doubled, for it increased

from less than 3% in 1981 to over 6% in 1988.
This may or may not be due to the formation
of the union.

Table (3)
Direction of GCC Exports
(million US$ and shares %)

1981 1982 1983 1984 1985 1986 1987 1988
GCC States 4621 3908 3094 2963 3080 290? 3013 3091
% 2.8 3.4 3.4 3.6 4.7 6.2 5.6 6.2
Rest of
Arab World 5025 3646 3041 2869 2606 418 264 1320
% 3.0 3.1 3.3 3.5 4.0 1.0 1.8 2.5
Rest of 1s1 4913 4616 3577 3658 2829 1691 1747 1687
b4 3.0 4.0 3.9 4.5 4.3 3.6 3.3 3.2
EEC 53431 31335 20450 15007 11548 9727 9960 9231
% 32.4 27.0 22.4 18.3 17.6 20.9 18.6 17.3
USA 17724 7136 4624 5568 2780 4077 5987 6483
% 10.7 6.1 5.1 6.8 4.2 8.7 1.2 12.1
Japan 35401 128928 27148 26685 23676 13372 14131 13246
% 21.4  24.9 29.7 32.5 36.0 28.7 26.4 24.5
Row 43995 36481 29380 25457 19278 14425 17633 18112
% 26.6 31.4 32.2 31.1 29.3 30.9 33.0 33.9
Total 165110 116050 91315 82207 65797 46616 53436 53370
% 1002  100% 100% 100% 100% 100% 1002 100%

Source: The General Secretariat o GCC, Economic Bulletin, Vol.2, 1987
for data relating to the perfod 1981 - 1985; Vol.4, 1989 for data
relating to the period 1986 - 1987, Vol.5, 1990, for data relating to

1988.

-13-



3. The share of GCC exports to other Arab
and Islamic states is relatively small comp-
ared to the shares of other groups especially
industrial countries. As shown in Table (3)
the share of both groups was 6% in 1981 and
declined to about 5.7% in 1988, in spite of
their proximity to the GCC market.

This may be explained by the nature of
GCC exports that are mainly oil and oil by-
products that are highly demanded by indust-
rial countries.

4. Table (3) also shows that industrial coun-
tries, namely, EEC, USA, and Japan are ma-
jor onsumers of GCC exports. Their total
share was over 64% of GCC exports in 1981.
Although their share decreased to around
54% by 1988, they are still the most impor-
tant importers of GCC commodities that are
mainly oil and oil by-products.Among in-
dustrial countries, Japan was the largest cus-
tomer followed by EEC countries and USA.
The share of USA declined during the period
1981 to 1985 from 11% in 1981 to about 4% in
1985 then increased by 1988 to 12%. This
may be due to the decrease in USA imports
of oil during the period.

To summarize this section, we would say
that although inter-GCC exports in the study
period declined in absolute value, the share
doubled. GCC exports to other Arab and
Islamic states constituted a relatively small
fraction of total exports. Meanwhile, indust-
rial countries are the main partners which
was explained by the nature of GCC exports.

111. 2: Sources of GCC imports:

The drastic decline in the Gross Domestic
Product of GCC states affected the level of
GCC imports. GCC imports started to de-
cline in absolute value in 1983 and continued
to decline until 1986. In 1987, GCC imports
started to increase. This is shown below in

- 14 -

Table (4) which lists the source of GCC im-
ports by major economic groups. Examina-
tion of Table (4) indicates the following:

1. Total GCC imports reached its highest
level in 1982 of about US$ 68 billion from ab-
out US$ 60 billion in 1981, an increase
of 12.5%. By 1986, total GCC imports de-
clined by 47% compared to the 1982 level,
then increased by 8% in 1987, and 12%in
1988.

2. Inter-GCC imports declined in absolute
value from US$ 4.6 billion in 1981 to US$ 2.5
billion in 1986, a decline of 45.5% then in-
creased in 1987 to US$ 3.0 billion, and in
1988 to US$ 3.5 billion. However, the share
of inter-GCC imports in total imports did not
decrease. After a decline in the share in 1983
and 1984, it increased, in 1988, to its original
level of about 8%.

Itisalsonoted that theshare of inter-
GCC imports in total imports is relatively
small. This may be due to the nature of GCC
imports, mainly industrial products, which
are not produced by GCC states at present.

3. GCC imports from Arab and Islamic
states are even smaller both in terms of abso-
lute value and share, as is seen in Table (4).
The share for both groups never exceeded
5%, except in 1986 (5.6%). It declined to
4.9% in 1987 then increased to 6% in 1988.
Again, this may be explained by the nature of
GCC imports, mainly industrial products,
that are not available in these states at pre-
sent.

4. GCC imports from industrial countries,
namely, EEC, USA, and Japan, constituted
the largest part of imports both in terms of
absolute value and shares. In spite of the de-
cline in the absolute value of GCC imports
from these countries, they maintained their
high share which reached 72% in 1983, 1985,
and 1986. Although the share fell in 1988 to



about 62%, it is still about two-thirds of total
GCCimports.

Among industrial countries, EEC was the
largest economic block in terms of GCC im-

ports. EEC share reached 41% in 1986 from
about 33% in 1981. It declined to about 34%

in 1988. This slight decline was compensated
by the increase of GCC imports from other
countries not included in the major economic
groupings shown in Table (4). Japan was the

second largest country after EEC in terms of
GCCimports. Its share ranged between 16%

Table (4)

Source of GCC Imports
(million US$ and shares %)

1981 1982 1983 1984 1985 1986 1987 1988
GCC States 4621 3908 3094 2963 3080 2519 2997 3513
Share % 7.7 5.8 5.0 5.3 7.0 7.1 7.7 8.0
Rest of
Arab World 1638 1316 1119 1008 643 177 657 857

Share % 2.7 1.9 1.8
Rest of 1s1 940 1109 1272
Share % 1.6 1.6 2.0

1.8 1.5 2.2 1.7 2.0
1283 1489 1234 1474 1782
2.3 3.4 3.4 3.8 4.1

EEC 19912 23595 22086 20055 16480 14618 14111 14819
Share % 33.2  34.9 35.5 36.0 37.2 40.9 36.5 34.0
USA 10599 11615 10140 7986 6552 5089 4835 5691
Share % 17.7  17.2 16.3 14.3 14.8 14.2 12.5 13.1
Japan 10874 12798 12430 10671 8725 6171 62%5 6424
Share % 18.2  18.9 20.0 19.2 19.7 17.3 16.2  14.7
Row 11303 13196 11993 11715 7290 5355 8360 10556
Share % 18.9 19.5 19.3 21.0 16.5 15.0 21.6 24.2
Total 59887 67536 61134 55681 44259 35761 38687 43640
% 100%  100% 100% 100% 100% 100% 100%  100%

Source: The General Secretariat of GCC, Economic Bulletin, Vol.2, 1987.

Vol.4, 1989, vol. 5, 1990.
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- 20% during the study period. USA came
next with ashare that ranged between 12% -
18%.

To summarize this section, we would say
that inter-GCC imports and GCC imports
from other Arab and Islamic States is about
14% of total GCC imports. However, GCC
imports from industrial countries ranged be-
tween two-thirds and three-forths of total
GCCimports.

111.3 Saudi Trade flows:

Saudi Arabia is the largest GCC member
in terms of arca, population, oil reserves
and production, Gross Domestic product,
volume of trade,... etc. In this section, we in-
vestigate Saudi trade with other GCC mem-
bers and the rest of the world to see if trade

flows before joining GCC were significantly
different from trade flows after becomming a
member. Then we apply the simple model

Table (5)

Saudi Exports, 1974 - 1987
(Mil. Saudi Riyals)

Years Total Exports Exports to GCC Exports to Row
Value Index* Value Index* Value Index*
1974 126,223 100 2.9 100 126,220 100
1975 104,412 83 2.4 82 104,410 83
1976 135,154 107 2.7 92 135,152 107
1977 153,209 121 3.5 121 153,206 121
1378 138,242 110 3.4 118 138,239 110
1979 213,138 169 4.9 168 213,178 169
1980 362,886 288 7.6 262 362,878 288
1981 405,481 321 10.2 354 495,471 321
1982 271,090 215 8.1 280 271,082 215
1983 158,441 126 5.4 187 158,436 126
1984 132,299 105 5.6 194 132,293 105
1985 99,536 79 5.2 180 99,531 79
1986 72,139 57 4.4 152 72,135 57
1987 84,600 67 5.9 203 84,594 67

Source: Kingdom of Saudi Arabia, Ministry of Finance and MNational
Economy, The Statistical Indicator, 1986, Tables 5 - 1 and 5 - 2;

SAMA, General Statistical Indicator, 1989, p. 25.

* 1974 = 100.
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presented in Section 11 to test for possible
trade-creation or trade-diversion.

111. 3.1. Saudi Exports.

Table (5) lists aggregate Saudi exports in
million Saudi Riyals during the period 1974-
1987, broken down into exports to GCC
states and the rest of the world, both in abso-
lute value and index numbers. The table
clearly shows that almost all of Saudi exports
are directed to non-GCC countries. Exports
to GCC states constitutelavery small fraction

of total exports, (less than 0.1%). However,
the index numbers give more details.

Taking the volume of total exports, we
note that Suadi exports reached its highest
levelin 1981, about SR 406 billion, three
times the level of exports in 1974 of SR 126
Billion. During the period 1982-1986, Saudi
exports declined drastically to about SR 72
billion. In 1987, exports increased to SR 85
billion; but this volume is only 67% of 1974
volume. The reasons are well-known: the de-
cline in oil production and prices during the

Table 6
Saudi Imports, 1974 - 1987
(Mi1. Saudi Riyals)

Years Total  Imports Imports from GCC  Imports from Row
Value Index* Value  Index* Yalue Index*
1974 10,149 100 763 100 9,387 100
1975 14,323 146 1,024 134 13,799 147
1976 30,691 302 3,693 484 26,998 288
1977 51,662 509 3,485 457 48,177 513
1978 69,180 682 672 88 68,508 730
1979 82,223 810 1,113 146 81,110 864
1980 100,350 989 1,107 145 99,243 1057
1981 119,298 1175 1,625 213 117,392 1251
1982 139,335 1373 1,906 250 137,429 1464
1983 135,417 1334 1,753 230 133,664 1424
1984 118,737 1170 1,539 202 117,198 1249
1985 85,564 843 1,808 237 83,756 892
1986 70,780 697 1,441 189 69,339 739
1987 75,312 742 1,365 179 73,947 788
Source: Same as in Table (3)
* 1974 = 100,
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oil glut, and the role played by Saudi Arabia
in OPEC as the “flexible producer” during
those difficult days (27).

As for exports to GCC, although the num-
bers are very small in absolute value, they
were increasing at a much higher rate than
rate of increase of total exports. When total
exports started to decline, exports to GCC
declined at a much lower rate. This 1s more
evident when we look at the index numbers
of exports.

These results clerly show that Saudi ex-
ports to GCC states, although small in abso-
lute value, behaved differently from exports
to other countries. However, we cannot

simply conclude that this change was due to
trade liberalization.

111. 3.2 Saudi import

Table (6) lists aggregate Saudi imports in mil-
lion Saudi Riyals during the period 1974 -
1987 broken down into imports from GCC
states and imports from the rest of the world
(ROW). It lists also the index number of im-
ports for the same period.

Examining total imports, we find that they
increased in absolute value from about SR.
10 billion in 1974 to over 139 billion in 1982,
an increase of 1273% which is more than the

mcrease in total exports during the same
period, as indicated in table (5). During the
period 1983 - 1986, total Saudi imports de-
clined from SR 135 billion to SR 71 billion, a
decline of 48%. However, total imports in-
creased in 1987 to SR 75 billion, an increase
0f 6% The decline in total imports was main-
ly due to the decline in national income dur-
ing the period.

Saudi imports from other GCC states run
around 1% only of total imports. They in-
creased in abolute value during the period of
increasing total imports but still at a lower
rate. However, when totlal imports decl-
inced in 1982 - 1986, imports from GCC de-
clined at a further lower rate.

To check for possible integration effects, we
applied the simple model explained in Sec-
tion 11 above, We calculated the income
elasticity of demand for total Saudi imports;
Saudi imports from GCC states, and Saudi
imports from the rest of the world for the
period 1978 - 1982, which was labeled as pre-
GCC period, and the period 1983 - 1987,
which was labeled as the post-GCC period

(28). the results are summarized in table (7).

It should be noted, however, that the pre-
GCC period (1978 -1982) was generally a
growing period in terms of National Income

Table (7)
Saudi Arabia: Income Elasticities of Demand for Imports
Pre-GCC Post-GCC
1978 - 1982 1983 - 1987
Total imports 0.95 1.3
Imports from GCC 1.4 0.6
Imports from non-GCC 0.9 1.3

Source: Computed from Table 4 with national income figures.
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and imports, and the post-GCC period (1983
- 1987) was generally a declining period.
Therefore, the fresults shown in table (7)
should be taken with caution. Applying the
model discussed in Section 11, one may con-
clue from the value of the income elasticities
of demand for imports, that there has been
net trade creation, and no trade diversion.
However, we can see from the table that im-
ports from GCC have become less elastic.
that is, the decline in Saudi National Income
in the post - GCC period was accompanied by

a smaller decline in imports from GCC states.

This would confirm the pervious results
shown in Table (6) above where we found
that Saudi imports from GCC in the post-un-
ion period declined at a lower rate than. the
decline in imports from non-GCC states and
total imports. However, we cannot conclude
that GCC was a trade-creating union, from
the values of these elasticities.

IV. Concluding Remarks:

The GCC was established in 1981 among
six Arab States of the Gulf to effect coordina-
tion and integration among themeselves in
order to achieve unity. The unified Econo-
mic Agreement (UEA) which came into
effect in 1983, specified the gradual steps to-
ward achieving such objective.

This essay attempted to investigate trade
flows in GCC during the period 1981 - 1988 to
test for possible integration effect in the
short-run with special emphasis on Saudi
Arabia, the largest member of GCC. The re-
sults were inconclusive. 1t did not seem that
the GCC (a customs union in its present

stage) to have affected significantly inter-

area and intra-area trade flows. It should be
noted however, that the study period was
generally a declining period for GCC econo-
mies due to the decline of oil production and
prices, which is the main source of income for
GCC states. Add to this the fact that mem-
bers have a narrow basc in manufacturing
and agriculture. Thus, one should not expect
the welfare effects of customs unions, in the
short-run to materialize. Presently, GCC
economies seem to be more associated with
the economies of industrial countries. About
two-thirds of GCC trade, exports of oil, and
imports of manufacturing goods. is with in-
dustrial countries, namely, EEC, Japan, and
USA.

The study showed that GCC trade with
Arab and Islamic states, that are nearer to
their market, is relatively small. That was ex-
plained by the nature of GCC imports and
exports. Howerver, this should not prevent
these groupings from exerting special efforts
to increase cooperation, coordination, and
integration among themselves. Furthemore,
it was noticed that GCC states still depend
heavily on oil as the main source of income.
GCC states should continue their develop-
ment efforts to lessen dependence on oil as
the main source of income and diversify their
production base. The establishment of joint
projects would accelarate the accomplish-
ment of this objective.

Finally, this study analyzed inter-GCC and
intra-GCC trade flows in aggregates. One
could get more accurale results if he studies
trade flows in invidual products, in a less
aggregative trade classification, when data is
available for all GCC members.
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Footnotes

1. The traditional theory of customs unions was originally developed by: J. Vinor, The Customs Un-
ion Issue, Carnegie Endowment for International Peace, New York, 1950.

2. See for example: John Christie, “*History and Development of the GCC: A Brief Overview”, in
John Sandwick, (ed.), The Gulf Cooperation Council, Moderation and Stability in an Inter-
dependant World, Western Press, Col., 1987, pp. 7-20.

3. General Secretariate of the Gulf Cooperation Council, Charter of the Cooperation Council for

Arab States of the Gulf, 1981.

. +ssssssessy The unified Economic Agreement, 1981.

. Articles 1-3 of the UEA.

. Article 4 of the UEA.

. A customs union is a form of economic integration were trade barriers among members are re-

moved and a common tariff against nonmembers is maintained. See for example: B. Balassa,
The Theory of Economic Integration, Homewood, 111., 1961.

8. Article 7 of the UEA.

9. Article 8of the UEA.

10. A common market is a form of economic integration were members agree, beside setting a com-
mon tariff, to free movement of labor and capital in the unified market.

11. Efforts have already started in this direction. See for example: GCC Secretariate, economic Bul-
letin, 4, 1989, p. 53.

12. Article 9 of the UEA.

13. Articles 10- 13 of the UEA.

14. Articles 21 - 23 of the UEA.

15. For a selected bibiliography on this subject see: 1. Dais, “The Effects of Economic Integration of
Patterns of Trade and Industrial Structure”. The Annual Book, Institute of Diplomatic Stu-
dies, 1982, pp. 49-55.

16. J. Vinor, op. cit., T. Scitovsky, Economic Theory and Western European Integration, Stanford
University Press, Cal., 1967.

17. See for example: R. lipsey, The Theory of Customs Union: A General Equilibrium Analysis, Win-
den and Nicorson, London, 1970. This point is not discussed here.

18. For a geometric illustration of this case and other cases, see: [, Dais, op. cit., pp 16-23

19. P.T. Ellsworth and J.C. Leath, The International Economy, Macmillan Publishing Co. (6 th.
ed.), 1984.

20. It is noticed that the share of oil exports in total GCC exports is declining overtime. Few years
ago, the share was arround 98% for some GCC members. At present GCC states are under-
taking a noticable efforts to diversify their lines of production and lessen dependence on oil as
the main export commodity.

21. For more details see: M. Khawajkaih, “Tariff Policies in GCC”. Al-Taawun, No 1. 1986, pp. 28 -

. 32.

22.P.J. Verdoon and C.A. Bochove, "Measuring integration Effects: A Survey”., European Econo-
mic Review, No.3, 1972.

23. B. Balassa (cd.) European Economic Integration, North Holland Pub. Co., 1975.

24. M. Kreinen, “Effects of EEC on the imports of Manufacturers”, The Economic Journal, sep.,
1972.
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25. “Gross trade-creation” is the increase in intra-area trade irrespective of whether this increase was
due to the substitution of domestic or foreign sources of supply . "Trade-diversion” is the de-
crease in trade due to shifts from foreign to pariner country sources. “‘Net trade-creation” is
the increase in trade due to shifts from domestic to partner country sources. See for example:
B. Balassa, op. cit.

26. We mainly relied on trade statistics compiled by GCC Secretriate, as explained in the text.
However, a more detailed statistics may be found in: United Nations, International trade
statistics Vol [ and Vol.2, annual issues.

27. L.M. Dais, “Saudi Arabia and the Oil Glut”, Journal of Diplomatic Studies’, No. 3. 1986, pp. 8 -
36.

28. One would get more accurate results if he uses real imports and real income as the original model
postulates. We used imports and income in current dollars due to the unavailability of a uni-
form price index for imports during the study period.
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ANEW LOOK AT SAUDI ARABIA’S

EMERGING FUNCTIONAL
ECONOMIC AREAS

| =

DR. MOHAMMAD M. AL-RADDADY*

ABSTRACT

Literature and writings on Saudi Arabia tend to reveal two sorts of image. To somepeople the
name of Saudi Arabia symbolizes an ancient economic image characterized by a barren desert,
arid regions and small towns. Economic life, it has been argued, is determined by wandering be-
douins who live in tents with their veiled women and leading a subsistent agricultural system. Still
to others, Saudi Arabia appears as a reflection of its past . It is an image of same Arab peninsula,
yet floating on a huge sea of oil.

Formation, of such images have been carefully engineered by some narrators who tend to
claim precise information of the Arab Peninsula and assumed exact knowledge of its economy.
So, it might be an accidental image of incorrect information which crept into the economic his-
tory of Saudi Arabia, or it could be an obvious neglect of serious studies. Both possibilities have
developed false images as accepted facts, an image which has been, for sometime exploited by
deliberate fabrication of biased foreign press. It is a pity that instantaneous press reports and
some hurry-skurry economic researches have replaced objective facts. One main object of this
article is to put the facts into spatial context and to present them through economic analysis.

Furthermore, the interpretation and Further reference to the size of these subjects

analysis put forward here, adopt a perspec-
tive confined to emerging functional econo-
mic areas which has not been perviously in-
corporated fully into the economic develop-
ment tempo. Such analysis, therefore, is
undertaken from the standpoint of spatial
economy with special emphasis on the re-
cently emerging functional economic areas.

and the limitations of this article is in order.
The more we read about Saudi Arabia the-
more we find it necessary to omit many com-
peting economic factors despite their vital re-
levance to this study. This omission, howev-
er, does not vitiate my real purpose whcih is
to give, first, a brief critical account of the
traditional economy within which a particu-

* Associate Professor of Economics, King Abdula ziz University.
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lar event occurred, and then to consider how
the modern economic development gave rise
to a phenomenon of emerging functional
areas.

INTRODUCTION

Both pattern and conditions of traditional
economy are assumed to be causative in a
sense that resilience of functional economic
areas is positively correlated to the nature of
spatial organization. At the same time one
must realize that development of landscapes
which has taken place in Saudi Arabia would

“not materialize without enormous amounts
of capital as well as the famous turning point
Hijra which incorporated various isolated
places into integrated functional economic
areas.

The approach of this article delineates
both its limitation and scope. It is neither my
intention to examine the modern economic
history of Saudi Arabia nor the purpose of
this paper to deal with recent oil industry. It
is only a new look at the emerging functional
economic areas of Saudi Arabia.

From this starting point, therefore, I en-
deavor derive two lines of inquiry which
together constitute the main concert of our
argument. First in assessing the economic
background of the recent emerging functional
economic areas we reject the impressionistic
approach which either looks at Saudi Arabia
through the eyes of defunct narrators or
accepts the distorted picture of the country,
Traditional economy which seems an impor-
tant element of the false image and might be
confused with the actual situations is subject
to careful examination in section 1. My
second line of inquiry, therefore, seeks to
analyse the main causes of emerging func-
tional economic areas. Such causes have
been related to the recent economic develop-

ment tempo in section 11 which is followed
by the conclusion.

1. CRITICAL ASSESSMENT OF
TRADITIONAL ECONOMY

To appreciate the present Saudi Arabia
emerging functional economic areas one has
to ask, what are the spatial economic factors
which shaped the prerise of Saudi Arabia ?
And to what extent does the regional econo-
mic structure fit neatly into the main streams
of simple traditional agricultural economy?
And finally what is the point of departure
which altered the pattern of old functional
economic areas.

1. Dysfunctional Economic Areas

It seems that the Arab Peninsula economic
pattern has influenced its landscape trans-
formation. Traditional agriculture activities
and International Commerce are among the
main economic factors which chanelled eco-
nomic veins through the simple economic
structure for centuries. Various valleys have
functioned remarkably as grazing areas for
animal wealth and activating natural water
reservoirs for irregular flood. The camel and
the horse have dominated the prelslamic
Arab Peninsula as means of transportation
and symbol of the Arab knighthood respec-
tively. Though physical conditions have im-
posed serious limitations on agricultural pro-
ductivity yet one hardly can rule out the possi-
bility of agricultural surplus which made the
interregional trade a part of normal economic
life.

One reason for such possibilities lies in the
fact that scattered villages and developed
major towns have become instrumental for
world trade. That is what gave rise to waves
of permanent settlement in the main towns.
Yet those towns were neither strong enough
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to create basic economic conditions for urba-
nization development nor possess enduring
causes to enhance political and economic sta-
bility. It is these major circumstances which
shaped the spatial economic structure in the
millennium or so before the spread of Islam.
and continued till advent of Saudi Arabia.

Nowadays Saudi Arabia is a leading Isla-
mic country. She adopted Islamic principles
and norms. And this is why any serious study
should look back to certain aspects of pattern
dominating the Arab Peninsula in order to
derive lessons of the past which underlie the
persent legacy.

Some western scholars have greatly contri-
buted to our understanding of our past but
unfortunately the researches which examines
the Arabia functional economic areas are
either lacking or buried under various
disciplines.' As a result of the early writings
on the subject matter, an old traditional
approach has hardly succeeded to shed light
on the pattern of urbanization, and failed to
explain the way in which it developed within
and around the depressed areas. Certain
reasons stem from an obvious tendency of
sweeping generalization and subsequent
acceptance of their conclusions as unques-
tionable facts even in the respectable interna-
tional references from which the following
example is worth quoting: “The oasis is no
longer a cluster of datepalms as sunny spot of
greenery, but a situation on a trade route a
new type of urban settement the caravancity,
this in its turn gives to a new type of commun-
ity among the Arabs the community of

traders.”” Actually this type of reasoning re-
flects a deterministic approach which might
evoke a polemical attitude though it certainly
captures the spirit of the traditional econo-
mic life. For one thing the changing scale of
land utilization is a function of economic
structure especially when scale and magni-
tued of changing spatial function are mea-
sured via proper perspective.

Exceptions of the previous academic
approach are gradually appearing in recent
researches and could open new chapters for
our exact understanding of organic Arabia
urbanization development. Among the re-
cent researchers is Dr.  Abdullah
ALWohaibi’s brief as it should be, yet excel-
lent analysis especially in considering the
causes of the rise and decline of towns and
villages in the Northern Hijaz. The author
noticed transientness phenomena of villages
and towns in Northern parts of Arabia®’ and,
he pinpointed the causes underlying the
“vicissitude” in the life of town and villages
as he put it.* Certain villages and towns had
disappeared once and forever, few such as
Makkah and Madinah are permanently
growing yet slowly developing since the
ancient human history and undoubtedly they
will maintain their perpetuity for unpredict-
able future. Economic factors may take diffe-
rent direction as normal phenomena, yet
they are united in their actual impact. For in-
stance, Dr. ALWohaibi related decline of
towns and villages to the tribes movement.
An additional factor, he maintained, was the
position of the place which could be inter-

1. Great deal of recent M. As and Ph.Ds thesis on this country economic development are
good source for serious studies but they are not published yet.
2. The cambridge History of Islam, The Central Islamic Land, Volume I, P. 17.

3. Abdullah AlWohaibi, **The North Hijaz in the

8001150, p. 42630. -
4. Ibid, p. 42629.

- 24 -

Writing of Arab Geographers



preted as a functional economic area.
Although these and other factors are major
causes which gave the old Arabia towns and
villages their unique characteristics, they
appear to me either as a part of economic
mechanism or as a phase of its evolution. An
evolution that was underlying the organic
economic development in the social and
ancient history. It is those general economic
settings which not only affected the growth of
the early Arabian functional economic areas
but also oriented the actual cause of urba-
nization in most of Arabian Peninsula.
Towns and villages which developed along
the ancient trade routes in Northern Hijaz
that functioned properly for several centur-
ies, had disappeared when pilgrimage routes
diverted towards new positions.

Decline of towns and villages is partly an
urban phenomena and partly imperative con-
sequences of agricultural failure to support
the population with sufficient food. The
dichotomy, therefore, of urban swings and
economic development phenomena lies
somewhere in the attitude of man toward
landutilization. In other words urbanization
growth and economic development fall
together or stand together according to the
basic structure of traditional economy.

Historically, certain negative effects stand-
out which again are not explicitly incorpo-
rated into the present Saudi Arabia spatial
economy or put forward in context of func-
tional areas in most researches. It is not the
purpose of this article, however, to examine
such effects in chronological account. A limit
which has been stated at the outset. Instead,
therefore reference to economic barriers to

transformation, as Kindleburger prefers to
call them,® should be made here. It is an eco-
nomic milieu in its own right of each country.
So historical circumstances can reveal what I
prefer to call abnormality of the functional
economic areas. An abnormality situation
was a consequence of external factors. Arab
Peninsula or Prelslamic Arabia which consti-
tutes most of Saudi Arabia today was sur-
rounded by two powerful states” whereby
the Arabs involved in the conflicting political
orbits, the Lakhmids were fighting for the
Persians, the Ghassanids were engaged in
war as clients for Byzantium and Kinda be-
side Hemyar.® Given such absence of single
strong authority to provide trade routes safe-
ty one can expect variety of economic bar-
riers to any real continuity of spatial orga-
nization.

Incapacitation of villages and towns to
function as economic units have persisted.
Further abnormality produced an impair-
ment of regional trade flow. Economic re-
sources paralyzed due to successive passive
regimes, thus prevailing dysfunctional eco-
nomic areas imposed serious limits on entire
economic structure. Exception of course can
be made for certain historical events. Ham-

. danid regime is one of such events. Deliber-

ate trade routes creation and maintenance of
regional trade safety were well known of
trade policyof the Hamdanid dynasty.” Six in-
terregional trade routes connecting North
Arabian Peninsula have been developed and
certain facilities including organized guards-
men for routes safety and hotels for mer-
chants have been established during Hamda-
nid Dynasty era.*

5. Charles Kindleburger, ‘Economic Development”’, p.184,
6. The Cambridge History of Islam, Vol. I, pp. 21 -22.
7. Faisal Elsamir, ‘‘The Hamdanid Dynasty in Mosul and Alepo” pp- 337-42.

8. Faisal Elsamir, ibid, p. 33742.
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However, Dysfunctional economic areas
are presented by declining villages and
towns. Some villages have survived the de-
cline trends. Other towns ceased to function
and eventually they have been given new
names or deserted altogether. Still, particu-
lar areas often went into prolongation pro-
cess of decline that continued through the
nineteenth century. These are some exam-
ples of economic legacy which Saudi Arabia
inherited. Another spectrum of economic
difficulties is the dominant traditional agri-
culture and primary industries which faced
the present Saudi Arabia in their crude eco-
nomic features. “Until the first World War
the camel was the sole means of transporta-
tion, the economic setup rests ort a thin base
of livestock raising and traditional agricultu-
ral. Collaboration of such factors with the
economic scarcity of water supply in North-
ern or Central Arabian Peninsula governed
the process of settling and retained the main
dominant economic structure described in
the previous paragraphs. Economic condi-
tions that prevailed until the unification of
Saudi Arabia are serious constraints. Domi-
nant economic factors as Prof.Charles Issawi
puts it was the reverse “to settlement of the
trends of Bedwinzation.™™

Indeed, Prof. Issawi drew a faint map for
the early days which could be true for certain
parts of the Peninsula, yet such partial truth
is certainly containing a misleading percep-
tion of a simple economic life. It is surprising
that such general description has been care-
fully coloured with exaggeration slant.
Reasons behind such exaggeration are not
hard to understand. He drew the Arabia map
by adopting a journalist narrative approach,
utilizing obsolete scientific traditional apar-

atus, picturing this country with fairy tales of
Arabian Nights.

The contribution of Prof. Issawi lies,
however, in his initiation of stirring scholars
inquiry that should be based on economist
kaleidoscope which could explore Arabia
with new vision. Another indirect contribu-
tion stems from the way in which economist
historians endeavored to explain what sort of
economic structure we inherited from the past
and to what extent the past economic legacy
affected the present functional economic
areas.

2. Pre-Hijra Economic Milleo and Regional
Trade Stagnation.

One again,the picture usually painted for
the early Arabia villages and towns tends to
conceal the structure of regional trade be-
tween and among traditional functional eco-
nomic areas, which prevailed until King
Abdulaziz launched the first pioneer settle-
ment programme in the first decades of the
twentieth century. By that time the country
was already experiencing a long history of
economic demography contraction. The eco-
nomic function of the major towns, particu-
larly Makkah and Madinah, as trading cen-
ters, were severely affected by political insta-
bility of the region prior to Hijra Settlement
Programme (H.S.P.) In absence of statistical
evidence of regional trade in that area one
cannot state the normal correlation between
regional trade and urban growth nor antici-
pate positive trends of spatial function.

A negative factor lies in a lack of a strong
authority to put an end to internal tribal con-
flicts and persisted hostile relation between
towns and rural areas. Various regions were
isolated by dangerous routes. Unsafety and

9, Charles Issawi, ‘““The Economic Historyof the Middle East’’, p. 346-49.
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long distances were associated with physical
constraints.

Indeed, regional trade between Qassim
Region and the Eastern province often re-
ported but that tend to associate with over-
seas trade via traditional caravan. Pre-Hijra
milieu have contributed to commercial de-
pression and frequent interruption of trade.
Consequently, urbanization has progressive-
ly retreated and the villages have fallen vic-
tim of the diversion of trade route. Anecono-
mic phenomena which caused dereliction of
several townsin Northern Hijaz."

For those reasons I can possibly say that
(H.S.P.) is an urban Saudi Renaissance.
(H.S.P.) so often generally mentioned but
rarely analyzed from an economic point of
view. For instance, AL-Raihani" and some
other Authorts” tend to narrate (H.S.P.) as
an event of nation building which is certainly
true, yet hardly go beyond such political im-
plementation. To my mind (H.S.P) had
marked a real upturn in the Saudi Urban de-
velopment and paves the way for dramatic
improvement in the spatial organization. A
historical event which altered the social fab-
ric toward new economic conducts. Al-
Raihani andMackie numerated thousands of
population (H.S.P.) in various regions.

What the (H.S.P.) meant to me is unmis-
takable functional specialization in its own
right, i.e. by creating an interlocking econo-
mic and social order capable of facilitating
the process; of mutual interdependence. To
appreciate what this really means in terms of
functional economic areas, one has to ask the
following crucial questions: why did not a
country like Saudi Arabia which has the
strategic international trading position; the
suitable geographical shape; the continental
position and the well-located internal routes

10.  Al-Wohaibi, ibid, p. 427.
11.  Al-Raihani, pp. 258 -267.

has hardly reaped the enormous coastal com-
merce of overseas trade advantages?

The Arab Peninsula resembles a geomet-
rical triangle encircled by sea. Advantageous
function areas which give rise to coastal trade
and regional commerce via caravan. Unfor-
tunately,such unique trade advantageous
factors have failed to maintain favourable
condition for effective functioning economic
areas as it should be. Depression of interna-
tional commerce, cessation of pilgrimage,
persisteent decline of agricultural sector
were well-known negative factors that led to
dissolution of regional trade from immemo-
rial time. Notwithstanding statstical paucity
and despite unreliable narrative nature of re-
ferences. one cduld fairly expect negative
effects upon villages and towns. Few excep-
tional functioning areas or major towns are
worth mention. Makkah, Madinah, Riyadh,
Buraidah and to some extent few eastern vil-
lages. these towns and probably some vil-
lages have a good historical record of rare
ability toadjust their urban growth to a dis-
ruption of agricultural fluctuation and tradi-
tional economy. They coped with irregular
swings or regional trade and survived over-
seas trade interruption.

The traditional literature tends to exhibit
unfounded opposite interpretation. A gener-
al description adopting impressistic approach
considers with a few exceptions, the entire
Arab Peninsula seem as if it had been created
with unusual homogeneous regions. Sweep-
ing generalizations are often adopted.
Against the implications of the previous
analysis the following simple question arises:
Why did these ancient major towns and vil-
lages survive until the present time? An im-
portant question which required an econo-

12. Gary Troeler, "The Brith of SaudiArabia™, pp. 34-73.
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mic analysis for another topic of a different
nature. Yet some reasons could be stated
briefly. One reason is the unique geopoliti-
que of the Arab Peninsula. The resilience of
traditional economics seems compatible with
the simple economic life. Researches on such
matters is needed; it is again beyond the
scope of the present paper. What can be said
in this connection is that overseas commerce
and regional trade had made it possible for-
towns and villages to function as regional
channels. And probably their performance
as traditional urban areas impoved markedly
immediately after (H.S.P.) progressive dis-
persion over a number of regions. An event
which will be the topic of the next pages.

3. The Saudi Urbanization Renaiss-
ance

Rapidity and scale of Hijra- Settlement
have marked unprecedented era of economic
and urban development. Raihani gave an ex-
cellent account of the way in which Hijra
altered the social structure and created a new
farming pattern.” But neither he nor any one
clse could predict in his time the urban mag-
nitude and the economic consequences of Hi
jra Settlement and their eventual imple-
mentation.

For one thing it initiated the first wave that
altered the traditional economic structure
and significantly contributed to the effective
process of town rejuvenation. The whole tra-
ditional agriculture underwent a complete
transformation. This is not to say that the en-
tire economic sectors have rapidly changed
nor to mean an overall increase in agricultu-
ral productivity. What I strictly meant is that
a beginning of new methods of cultivation

13.  Al-Raihani, ibid, pp. 261-304.
14, Ibid,p.263.
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have taken roots and the old farming prac-
tices are progressively shrinking.

Economically speaking, spread of planned
ettlements, the integration of various re-
sions under one flag meant that King Abdu-
laziz conquered the desert and created new
economic units under the name of (Hijars).
New villages were founded under such
names. Raihani maintained some new vil-
lages have rapidly grown and virtually attain-
ing equal level of old towns with both agricul-
ture and trade progress. Such villages and
towns ushered a new development of Saudi
demographic growth and regional traditional
trade among the newly established Hijra.
These observations are mainly based on the
absolute number of population growth and
the average inhabitants of small villages (Hi-
jra) which reached 805 and 76,500
respectively."

11. RECENT ECONOMIC DE-
VELOPMENT TEMPO AND
EMERGING FUNCTIONAL ECO-
NOMIC AREAS

Emerging functional economic areas,
growth of villages and eventually urban ex-
pansion of towns have preceded and fol-
lowed economic transformation respective-
ly. To emphasize the same phenomena dif-
ferently Saudi Arabia experience revealed a
positive correlation of economic develop-
ment with urbanization growth. My critical
assessment in Section I endeavored to show
how enormous barriers to economic trans-
formation had militated against effective
functional economic areas in the various re-
gions of the Arab Peninsula. An evidence



which proved that without a creafion of social
concious of community, without structural
paraphernalia, and without developing in-
stitutions no functional economic areas are
expected to emerge.

This is not to deny the role of villages and
towns as major trading centers. It is instead
to stress the fact that when the basic econo-
mic activities are confined to traditional eco-
nomic sectors of agriculture, trade, primary
industries, are poor conductive for functional
economic areas. This is to stress the fact that
natural resources are limited by extent of
national infrastructure that supported by in-
stitutional development.”

A practical solution, therefore, lies in a
combination of substantial amount of capital
formation and the basic institutional de-
velopment. For instance, recent increasing
demand for housing in Saudi Arabia gave rise
to climbing rents. However, a remarkable re-
sponse of public and private sectors miti-
gated housing supply shortage by unper-
ceded construction scale which might be ap-
plied with varios degrees to GCC. One such
immediate ressponse is a rush housing pro-
ject in the major cities of Jeddah, Dammam
and Riyadh where a total of 4,752 housing
units have developed.” Another instan-
taneous arrangement to deal with urban
problems was various housing projects which
were implemented by various ministries and
public institutions. "

Moreover, further change in the urban
sphere has manifested itself via increasing
demands for modern amenities. The pro-

found alterations in the living standard cou-
pled with the government desire to improve
public health and to expand education facili-
ties created further repercussions in the urba-
nization development. For instance, adop-
tion of the modern means of transportation
with a modern national air transportation
and new roads entailed a new form of urban
development. Emergence of the large cities
and towns in the Kingdom have extended
their sizes far beyond their traditional limits.
New municipal institutions have been
formed to deal with problems of water supp-
ly, new arrangement to secure electricity,
and new services department have been cre-
ated to supervise abattoirs as well as sanitary
services. Growth of Saudi Arabia Service
economy enhanced new needs for new land
use. Emerging new modern shopping centers
and recreation facilities are obvious exam-
ples. A real social transformation that took
the form of immense urbanization involved a
budgetary expansion for water and sewerage
which wree raised by 54% to reach S.R. 19.8
billion in one fiscal year to reach 140%."

The emerging functional economic areas,
therefore, derived their growth continuity
from enormous national investment during
the present decade which exceeded 8 billion
S.R. in 1399.” Indeed, sustained economic
growth have affected emerging functional
economic areas and altered the course of
natural resources allocation. Approximately
S.R. 340 billion were spent on capital forma-
tion during the third development planning
period. Economic development tempo cre-
ated a new era of the Saudi Arabia spatial

15. I use the word institutions in its wider context to include any practical device, such as H.S.P.

16. SAMA, 1981, p. 104
17. SAMA ibid.

18.  SAMA ibid, P.119
19. Ibid
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organization through which the basic activi-
ties of various economic sectors commerce,
agriculture services and the petrochemical
industries, have been interrelated and coor-
dinated in such a way that rapid transforma-
tion advanced the emanation of new econo-
mic areas. Yanbu and Jubail are a point in
case.

The lessons to be learnt from Saudi experi-
ence do not only lie in the generous invest-
ment for capital formation but also in the
coordinated development planning and se-
quential investment which made land utiliza-
tion possible on national level. The integra-
tion of town and country has materialized in
the kingdom and the implementation of the
economic regional policy are effective factors
that converted a great deal of landscape and
villages into residential places. Electricity
which was generated by major companies in
regions showed that the companies gener-
ated approximately 18 billion kilowatt hours
of electricity in 1400 with an increase of 28%
over the preceding year.™ The whole thrust
of towns and villages structural evolution lies
in an ubiquitous emerging functional econo-
mic area through a far reaching infrastruc-
ture development. An economic dynamism
that incorporated regional village and cities
into a functional economic area under the
control of modern state. Once again, one
should realize that the recent impressive
transformation of rural landscape which
occurred i Saudi Arabia has been carefully
implemented by new institutions. For inst-
ance. Saline Water Corporation has carried
out 15 desalination projects in eight cities and
towns since 1969. So it is vital projects that
brought about new economic life capable to
connect the coastal cities with the internal
towns via water supply and electricity.

20. SAMA, 1981, p. 81, table 9.8.
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Another- momentous institution is the
Ministry of Agriculture and Water Resources
which achieved a semi miraculous economic
phenomena. Transformation of Saudi Arabia
from a traditional agricultural importing
country to a net surplus agricultural export-
ing nation is a prodigious emerging function-
al economic area. Building 51 concrete dams
for controlling seasonal flood and expanding
capacities of underground water have turned
great deal of previously unutilized land into
vital economicassets. Those who get the im-
pression that the alteration of landscapes in
Saudi Arabia is a consequence of oil revenue
only have underestimated the galloping com-
munity integration through H.S.P. and its
consequences of economic development. Hi-
jra programme have remarkably unified
several isolated regions to constitute an effi-
cient economic unity.

To appreciate the Saudi Arabia ascending
functional economic areas one should pon-
der the original approach of H.S.P. in terms
of community involvement and willingness of
its members for real participation in the new-
ly created areas. After taking such circumst-
ances into consideration it is possible to elicit
how animatedly growing economic forces
emerged out to open a new chapter for a new
nation. New era of latent economic growth
resides in dealing with the first serious step of
land utilization on regional level. For inst-
ance, Tihama region which was located in
Southwest of Saudi Arabia constitutes about
11,583 square miles (approximately 30,000
square K.M.) is nearly equivalent to
the size of Wales. this region has been sup-
plied with modern power stations which con-
sist of four turbines producing electricity for
the region. This expansion of electricity on a
large scale created a parallel urbanization



growth. It is an organic development of
H.S.P. and an extension of its early settle-
ment policy. Moreover urbanization press-
ure has increased the demand for modern
amenities e.g. electricity. In a span of 13
years the electricity installed capacity
jumped from 40 to 1390 to 12000 megawatts
in 1402, where electricity generated and sold
increased from nearly 2000 to 32000 millions
of kilowatt-hours for the same period.”

Rising demand for electricity as these data
indicate and development of public utilities
such as roads and modern communication
are obvious economic advantages for new
emerging functional economic areas. Ex-
penditures and capital outlay of such public
utilities are far more than average citizen can
realize. Moreover, rising income and its con-
comicant increasing government expendi-
tures for implementing economic develop-
ment projects have induced a lagre scale ex-
odus from the rural and neighbouring Arab
states. Most people may still remember the
short-lived housing crisis which have been
created by immigrants and foreign expatri-
ates.

Comparison of Saudi Arabia cities and
towns with some European cities tends to
show certain elements of similarity and fun-
damental contrast. For one thing, due to the
fact that western nations applied technology
to most of economic activities so cars become
relatively cheap and modern transportation
system has domianted the urban develop-
ment and enhanced suburban expansion. Re-
semblance of the Saudi cities to European
cities in scale of the cities expansion and de-
velopment is an obvious phenomena. Some

experts went further to say that “’so if we ex-
pect cities in less developed countries to fol-
low the same path as those in the west, we
should also expect them to do so in much
shorter period of time.”

New Trends in Agricultural Develop-

ment

Few years ago Saudi Arabia was a majorim-
porter of foodstuffs and various agricultural
products. Today this country is one of net in-
ternational wheat exporter. It is a result of a
development* planning strategy whose
seventh main objectives is for the investment
and the establishment of joint stock com-
panies on a large scale. Feasible agricultural
projects employing modern-equipment and
machinery and continuing to encourage indi-
vidual investment.” An actual encouraging
investment and modern machinery well as its
application underlie great deal of the shift of
land use from grazing areas to relatively
modern cultivated land. The sequential
national programmes of the four plans
adopted a total approach towards economic
development. Modern net transportation
system and agricultural roads have carefully
designed to foster further regional economic
growth. The role of agriculture in regional
economic growth remained a critical field
and for conflicting economic theories and
sometime contains polemic issucs. For inst-
ance, agriculture versus industrialization
issues appear to me as an economic doctrine
rather than effective guide for practical eco-
nomic policy. Industrial development versus
agriculture seems to be a false issue although
the main concern have shifted towards the in-
terrelation of the various economic sectors.*

21. Saudi Arabia Achievement of Development Planning, p. 34.

22. Leo H. Klaassen Jan A. Bourdez, Transport and Reurbanization, p. 13.
23. Fourth Development Plan Strategy, 1405 -1410 A. H. (1985-1990), p. 2.

24, Meier, “Leading Issues in Economic De velopment™, p. 258.
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One of the modern approaches which
adheres to the lines of Saudi Arabia agri-
cultural policy is an emphasis on a region
ability to arise as a part of regional integra-
tion development which should alter the
structure of regional economy to bring about
diversified economy and sustained growth.*
One of the recent regional economic integra-
tion aspects is a resumption of exports among
the national provincial areas as well as to in-
ternational markets. The Saudi agricultural
surplus to neighbouring countries consists of
vegetables, grain and fruits.”

Moreover, Saudi agricultural surplus coin-
cided with urbanization development. Urban
growth created favourable conditions to an
overall economic development in gencral
and agriculture in particular because emerg-
ing urban areas meant rising demand for agri-
cultural commodities. This is why poultry, di-
ary products and livestock production
showed considerable tendency towards ex-
pansion. For instance, broiler chicken in-
creased from 14 million in 1395 to 40 million
and eggs production rose from 204 million to
750 million for the same period.” Agricultu-
ral development and urbanization have cre-
ated favourable circumstances for emerging
new functional economic areas. Migration
from the surrounding areas to the urban cen-
ters involves flows of money from the towns
to farm due to the general rising income stan-
dards in response to expanding consumer
market opportunities.® Agricultural loca-

tions have dictated by the availability of
feasible water supply for irrigation purposes.
This is to stress the fact that although the
urbaniztion have created favourable condi-
tions for actual reinforcement of rising de-
mand for agricultural products it does not fol-
low that the so-called urban industrial impact
model remains application to Saudi Arabia.
Such model draws on the famous land econo-
mics tradition of Von Thunen and Ricardo
theory of rent which skillfully erected to
show, among other things, that urbanization
tends to determine the location of agricultu-
ral activities as well as affects the entire culti-
vate intensity regardless of the techniques
employed.”

In Saudi Arabia both supply of arable land
and agricultural location have been deter-
mined by the extent of water resources and
location accessibility. This is precisely what
influenced the newly developing agricultural
areas during the last decade. Reclamation
projects were chosen within particular loca-
tions of water supply in Wadi-jazan, Wadi-
Dawasir, Al-kharaj and Al-Jawf with a total
reclaimed lands of 21,000 hectares. Other
dams projects location which determined by
poténtial water resources have been im-
plemented totalling 51 earthfill dams during
the last decades.”

Careful consultations of conflicting agri-
cultural theories and certain nation experi-
ence tend to show that Saudi Arabia agri-
cultural trends have its own potential as well
as uniqueness. To test such theories, howev-

25. Carle E. and Lawrence Witt, ed., “Agri culture in Economic Development”, p.78.

26. SAMA, 1981, p.67.
SAMA, ibid, p. 67.
28. John Meller, p. 72-73.

29. For excellent exposition of this model see HAYAMI and V. Ruttan in Agricultural
Development, an International Perspective, p. 36 - 36.

30.  SAMA, 1981, p. 66.
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er, one needs to deal with another topic of
different nature which falls outside the scope
of our present theme. Yet a quick glimpse of
the main features may convince the reader
that Saudi Arabia agricultural progress re-
veals serious practical limitation on the
present competing agricultural theories.
There are several approaches to agricultural
development, yet most of them tend to be
either pure theoretical attempts without en-
deavor for policy implication or unconnected
stream of ideas like scattered gunshot’s echo
which disappear immediately after such echo
is being heard. So here just review three
theories whose policy implications are not
altogether convincing, The first is the Con-
servation Theory which have been built upon
the English agricultural revolution experi-
ence and emerged from the advances in the
crop and livestock husbandry. It rests on the
economic concept of diminishing marginal
returns and soil exhaustion. This theory has
been originally suggested by early German
scientists. It evolved since the eighteenth
century and has been based on the advances
in technology and its concomicant of con-
solidation and farm enclosures. That new
husbandry, it has been argued, contributed
to intensification of croplivestock production
by means of recycling plant nutrients utiliza-
tion of animal manures.” Both theoretical
significance and agricultural policy implica-
tions lie in the choice of agricultural techni-
ques which could raise agricultural produc-
tivity per acre. This involves a great deal of
capital which is percisely what Saudi Arabia
really doing. Contrasting Saudi Arabia ex-
perience with English agricultural revolution
may uncover that unlimited supply of land
and water scarcity tend to make the adoption

3. Ruttan, p.28-29.
32. Rutton, ibid, p. 35.
33. Rutton, p. 34, 37.

of the conservation theory economically quite
limited. For one thing physical constraints
are numerous. Yet virgin fertile land is avail-
able with reasonable supply elasticity of
potential areas. In this study I assumed that
land supply tends to be relatively elastic.
Furthermore, the excessive implication of
the conservation theory may not hold good
for the modern complex economy when the
emerging functional economic area are
tested against Saudi Arabia experience.
Comparison of Saudi Arabia agricultural
trends with the second theory of the socalled
the Urban Industrial Theory, which already
mentioned is worth quick review for its
potential to agricultural development. This
theory has been empirically tested.” And
may be summarized as follows:

1. Economic development occurs in a
specific locational matrix.
2. These locations matrix are primarily

industrialurban in comparison.
However, application of this theory to the
socalled underdeveloped countries has
already been challenged by economists for
the following reasons:

1 The major problems of unindustrial-
ized countries stem from various eco-
nomic sectors other than agriculture;

2. The technology required for increas-
ing agricultural output under the pre-
sent conditions of expanding agricultu-
ral labour force have not yet de-
veloped;

3. “Potential” growth of urban centers
resulting from population pressures in
the rural arcas frequently runs ahead of
growth in the demand for nonfarm
workers.”
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The third one is the Deftusion theory
which have been built on empirical
tests of great deal of difference in land
and labour productivity in various agri-
cultural regions. The agricultural de-
velopment, this theory advocates, be-
come effective by means of dissemina-
tion of technological application and in
putting an end of dispersion in produc-
tivity among the farmers and regions.

It is obvious that this model empha-
sizes modern effective agricultural
methods including farm management
and project evaluation. Examining the
developing nations records, however,
reveals that some countries have cer-
tainly failed to achieve satisfactory
agricultural growth and other are at the
edge of expected starvation. Huge ar-
able land remained for cenfuries un-
cultivated. Furthermore, had Saudi
Arabia followed certain economic
theories advice, the Saudi wheat sur-
plus would not have entered interna-
tional markets and most economic de-
velopment projects might not be
materialized. At the same time altera-
tion of Saudi Arabia landscape would
not take place. That is what makes
theories potentially dangerous advices
and could turn them into unintended
internecine medical prescription rather
than powerful tools of economic
analysis.

2. Ascending Regional Economic

Growth

Agricultural surplus and urbanization are
newly economic phenomena that have taken
place through newly expanding functional
areas. So, the major towns of the various

Saudi Arabia regions: Rivadh; Jeddah; Mak-
kah and some western provinces which were
barely settled before 1940’s are the most
populous in the kingdom, have undergone
substantial changes. Certainly the discovery
of oil frelds have ignited the first waves of
migration on a relatively large scale. Indeed,
Eastern region has witnessed new phase of
emerging functional ecconomic areas. Dam-
mam; Al-khobar; Dhahran and Ras Tannora
have undergone fundamental changes. Their
changes appear in two economic phe-
nomena.

The first one is an obvious economic
growth which altered the employment struc-
ture by shifting some people from agricultu-
ral activities to towns and oil industries. For
instance, 61% of ARAMCO employees
came from the Eastern province.™ One can
argue that such a number proportion repre-
sents a small fraction of Saudi Arabia popula-
tion. Indeed it is so, but we arc interested in
magnitude of economic growth as well as the
nation regional adjustment which as well pre-
sented by migration waves and population
shifts. The economic growth of Saudi Arabia
regions has been characterized by persistent
shifts in the population distribution and
labour migration. Flow of population from
agricultural activities to commercial and civil
services is another factor of economic trends
behind the newly emerging functional econo-
mic areas. One further important economic
development is the obvious process of Saudi
Arabia regional economic adjustment to-
wards a homogeneous spatial structure.
Migration waves that took place are interre-
gional spatial adjustment to release certain
physical constraint that have been imposed
on economic growth in a form of dysfunction-
al economic areas.

Emerging functional cconomic areas is one

34, Ibrahim El-Elawi, The influence of Qil Upon a Settlement.



part of spatial adjustment mechanism which
took place on two different levels. The first
level which was implied in this article is what
might be called “*microspatial aspect such as
villages or towns. While the other level could
be described as “‘macro spatial” function
which was intended to include region or pro-
vince. On micro location level new settle-
ments have been created. Dammam
emerged out from a relatively stagnant small
fishing villages in 1930’s to a developing mod-
ern town.” Dammam is an example of the
other towns previously mentioned which not
only abandoned their old economic function
(fishing and primary industry) to new de-
veloping urban towns but also popping out as
new economic trends.

CONCLUSION

The pattern of Saudi Arabia's emerging
functional economic areas in 1930’s have inti-
mated a new economic life and created con-
spicuous fundamental change that steadily
gathered dynamic momentum. Hijra initi-
ated and ushered the speed of economic de-
velopment that catapulted the dominantly
dysfunctional areas into the high status of
spatial integration.

Both the historical literature tune and
some instantancous approaches tend to
blockade measns of exact understanding of
Saudi Arabia experience in the sphere of eco-
nomic development as well as tend to conceal
this country actual picture. An economic ex-
perience which carried back certain symp-
tomatic features of serious spatial abnormal-
ity that took over a half century before it have
been overmastered. Regional trade stagna-
tion have collaborated with unfavourable
milieu to strangulate most of Arabian Penin-
sula regions.

Thanks to the late king Abdulaziz Ibn
Saud who skillfully manipulated the tends to-

35.  ElElawi, ibid, p.247.

wards newly growing animated functional
areas. (H.S.P.) created spatial economic un.
its which genuinely meliorated socioecono-
mic development process and eventually re-
leased great deal of physical constraints,

The present economic development
tempo has created new era of rising demand
for modern amenities and brought about ur-
gent problems. A need for further spatial
organisation is one feature of such problems.
A spatial restructuring on national level has
conduced new efficient land use in two ways.
The first is the organization of space through
modern transportation network. The second
is expanding agricultural areas and electri-
fication developmentin various regions.

Agricultural development together with
urbanization expansion signified the main fe-
atures of Saudi Arabia’s merging functional
economic areas. A brief reference has been
made to implications of certain conflicting
theories against Saudi Arabia experience.
The message of theories is not, it seems
whether they are right or wrong. It depends
substantially on the objective facts and our
proper vision which could enable us to dis-
tinguish the image in its abstracted crude na-
ture from an actual situation. Theories are
powerful tools for economic analysis, yet
they could be a fatal potential trap. For inst-
ance, derelication of towns and dysfunctional
economic areas is a consequence of a particu-
lar abnormality. There are active variables
which have hardly recognized in the realm of
such theories.

At the same time the present Saudi Arabia
ascending regional growth is a special case of
emerging functional economic areas where-
by great deal of desert mirage phenomena
which puzzled vision of traditional parochial-
ism have replaced by pasture and green
fields.
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SUPERVISORS - SUBORDINATES
COMMUNICATION
IN SAUDI ARABIAN PUBLIC

ORGINIZATIONS [

Dr. Mustafa Alam*

Whenever people try to do something together, what they get done depends on how well
they co-operate. Misunderstandings may lead to dislike and enmity. A supervisor has to make
himself understood by his staff and conversely to understand what they are attempting to covey
to him. Determining the work to be done and how to do it is the easiest task of supervisors
since it deals with the objective phase of the work. Most important, however, is the human
aspect of supervision. According to Davis and Newstrom, the successful supervisor must
possess certain personal qualities if he is to command that recpect and loyalty from workers
which insures the maximum efficiency. Foremost amongst these attributes is the ability to treat
subordiates as human beings: to be one of the employees without losing the dignity of the

executive position.

communication is defined as the pro-
cess in human relations of passing informa-
tion and understanding from one person to
another. For a supervisor this means effi-
cient communication with employees. His
approach will depend upon his priorities.
For example,is he concerned more with
company or employee orientaed objec-
tives ? or a balance of the two? Sussman and
Krivonos state what when a supervisor
communicates with his subordinates what he
says and how he says it may be classified as:
concern for people or concern for tasks.

Concern for people amounts to human
relations. As such, it puts emphasis on

communication that fulfills the psychologic-
al needs of subordinates. Concern for tasks
means an approach concentrating on be-
haviour relating to jop performance. This
places importance on completing specfic
taske or achieving the overall objectives of
the organisation. Another style of super-
visor communication, supprtive communica-
tion, is ‘non-threataning’ to the receiver. It
concentrates on reinforcing and rewarding
subordinates. Defensive communication,is
another approach - but this threatens the
receiver. Being a negative style it is invari-
ably non-rewarding to supordinates.

A study conducted by Mustafa Alam -

® Supervisor of language Department, Institate of Diplomatic Studies, Riyadh, Saudi Arabla.
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showed that 57% of those questionned
indcated their supervisor’s communications
style as ’amiable,. This means that their
approach to employee communication was
dependable, respectful and personal. It also
indicated conforming, retiring, noncommit-
al and emotional traits. Thus, in general as
their emotions control their responses su-
pervisors may be viewed as being indisci-
plined with limited authority. Further, be-
cause ’amiable’ supervisors are slower in
speech and pace and are concerned with
people’s feelings and emotions, they may be
considered as being weak and ineffective.

In the same study the researcher found
that supervisors were inaccessible to their
suborrdinates possibly because of their
heavy work loads.

Because of this, Dr. Al-Tawil, M,
reported in his research - Toward finding
Local Administration Leadership for De-
velopment - that as a result of the rapid
expansion of jobs, there has been little
opportunity for supervisors to cope with
their new responsibilities. Thus, leaders
have been performing at a minimum level
concentrating on job performance only,
omitting factors connected with employee
self-cnhancement and morale consequently

subordinates feel that supervisors are una-
ware of them and uninterested in what they
say.

Some supervisors have an authoritarian
attitude towards their staff not allowing
them to participate in decision making, let
alone allowing them to make decisions! This
may imdicate distrust in their subordinates
and so reduce interpersonal relationships
and communication between them.

Finally, a supervisor has a specific
function within his establishment and his job
performance is measured in terms of output.
His function can only be achieved with the
help of subordinates. Therefore, if only for
self-interest, a supervisor should establish
good relationships through his behaviour
and ability to communicate with them. If his
behaviour does not fulfill the subordinates,
needs and expectations, their performance
will be affacted resulting in reduced output.

Thus the supervisor should listen to
what his subordinates have to say and deal
with their expectations and needs in a
positivs way. If he is concerned both with
task and people needs effective superviory
communication will be established. In par-
ticular this means freedom for both sides to
dicuss issues openly.
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