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I, Introductlon 

The 1982 A r t  l c l e  I V  c o n s u l t a t   i o n   d 1 s c u s a i o n s  w i t h  S a u d i  A r a b i a  were 
h e l d  i n  Rlyadh d u r l n g   t h e   p e r l o d  May 29-June 1 ,  1982.  The Saudl A r a b ~ a n  
r e p r e s e n t a t i v e s   i n c l u d e d  the M l n l s t e r  o f  Finance a n d   N a t l o n a l   E c o n o m y ,  
t h e  V l c e  G o v e r n o r  o f  t h e   S a u d i   A r a b i a n   M o n e t a r y   A g e n c y  ( S A M A ) ,  the D e p u t y  
M ~ n ~ s t e r  of F l n a n c e   a n d   N a t l o n a l   E c o n o m y ,  and o t h e r   s e n l o r   o f € i c l a l s  of 
t h e s e   a n d   o t h e r   g o v e r n m e n t   a g e n c i e s .   T h e   m l s s i o n  w a s  composed  of  
Messrs. A . S .  S h a a l a n  ( H e a d ) ,  S, H i t t i ,  J .  P r u s t ,  E. T a h e ,  S. v o n   P o s t ,  
and Ms. J K n o t t  ( S e c r e t a r y ) ,  a 1  1 of M E D .  Mr. Y .  N i m a t a l l e h ,   E x e c u t  1vr" 
D l r e c t o r  for S a u d l  A r a b i a ,  a t t e n d e d   t h e   r n p e t l n g s .  

S a u d ~  A r a b i a  a c c e p t e d   t h e   o b l l g a t l o n s  of A r t i c l e  V I I I ,  S e c r l o n s  2 ,  
3 ,  and 4 o f  t h e  Fund Artleles o f  A g r e e m e n t  oq M a r c h  2 2 ,  1961 .  

11. Background 

S a u d i  A r a b i a ,  t h e  w o r l d ' s  p t l n c i p a l  011 e x p o r t e r ,   p l a y s  a k e y  r o l e  
i n  t h e  world 011 s u p p l y   s y s t e m .   W ~ t h   t l g h t   c o n d l t l o n s   p r e v a l l l n g  ~n the 
w o r l d  011 m a r k e t   d u r i n g   1 9 7 9 - 9 0 ,   t h e   S a u d ~   A r a b l a n  authorities r a l s e d  
t h e  maximum a l l o w a b l e   p r o d u c t l o n   l e v e l  of  Ararnco ( w h l c h   p r o d u c e d   a l l  but 
0 2 m l l l l o n  barrels per  day (mbd) of t h e  c o u n t r y ' s   t o t a l   o u t p u t  i n  1981) 
from 8 . 5  mbd to 9 . 5  mbd I n  1979  and  fur ther  t o  10.0 mbd I n   t h e   l a s t  
q u a r t e r  o f  1 9 8 0 .  The i n c r e a s e d   p r e d u c t l o n   l e v e l s  were a c c o m p a n l e d   b y   t h e  
m a i n t e n a n c e  of p r ~ c e s   b e l o w   t h o s e  of o t h e r  maJor 011 exporters .  S a u d l  
A r a b ~ a ' s  t o t a l  0 1  1 p r o d u c t  Ion I n   1 9 8 0 - 8 1   a v e r a g e d  j u s t  t l n d e r  1 0 . 0  rnbd and 
i t s  s h a r e  I n  OPEC o u t p u t   r o s e  from 31  p e r  cent ~n 1 9 7 9  t o  44 per c e n t  In 
1981. The 0 1  1 s e c t o r  accounts  for over 9 0  per  cent  o f  budget  r e v e n u e s  
and most o f  fore ign e x c h a n g e  r e c e l p t s .  

A p r i m a r y   O b J e c t l v e  o f  g o v e r n m e n t   p o l ~ c y  h a s  b e e n  t o  u t l l l z e  t h e  
flnanclel r e s o u r c e s   d e r i v e d  from 0 1  1 e x p e r t s  to e x p a n d  the p r o d u c t l v e  
c a p a c l e y  of t h e   n o n - o l l  sectors  of t h e   e c o n o m y ,   A f t e r  a p e r l o d  o f  very 
r a p i d  e c o n o m l c  growth a c c o m p a n i e d  by i n t e n q e  i n f l a t l o n a r y   p r e s s u r e s ,   t h e  
p a c e  of e x p a n s i o n   g r a d u a l Z y   s l a c k e n e d  in  the s e c o n d   h a l f  of t h e  1970s 
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a n d   t h e  r a t e  of i n f l a t i o n   r l a o   d e c l i n e d .   T h e   m a i n  reasonr  were a r t r i c t  
i m p l e m e n t a t i o n  i n  1976-78 of  t h e   G o v e r n m e n t  ' a  s t a b i l i z a t i o n   p o l i c i c e ,  
which c o n r i r t s d   e r a e n t i a l l y  of r u b a t a n t i r l   r e a t r a i n t r  on t h e  growth i n  
glovernmcnt r x p e n d l t u r e r ,  the  ruccemrful elimination o f   r u p p l y  c o n e t r a l n t s  
a f  f a c t i  ng t h e  flow o f  import a ,  and  a l i b e r a l  ieaurnce o f  work p e r m i t e  €or 
f o r e i g n  wurkerr, F o l l o w i n g  the rrcond r o u n d  of  major o i l  price increr re r  
i n  1979-80, b u d g e t a r y   e x p e n d i t u r e s  ware rRain p e t m i t t m l  t o  r i e e  more 
r a p i d l y ;  i n  f i r c a l  years  1979/80 and  1980/8l 1/  t h e r e   e x p e n d i t u r e s  grew 
on a v e r a g e   b y  over 2 5  per c e n t .  A r  r r e s u l t ,   t h e  d e c l i n i n g  t r e n d  i n   t h e  
rate   o f  economic g r o w t h  was a r r e s t e d  and rea l  non-o i l  GDP rose by about 
1 2  per cent  i n  b o t h  y e a r r ,  However, w i t h   s u p p l y  bott lenecks c f f e c t  ively 
r e m o v e d ,   t h e r e   w a e  r13 t e e u r g e n e e  of i n f l a t i o n  and t h e  higher  level of 
g o v e r n m e n t   r p e n d i n g   w a a   n a i n l y   r e f l e c t e d   i n   i m p o r t   g r o w t h .   T h e   e x p a n s l o n -  
a r y   m o n e t a r y   i m p a c t  of g o v e r n m e n t   n e t   d o m e n t i c   e x p e n d i t u r e   w a s  l a r g e l y  
o f f s e t  b y   t h e  growing p r i v a t e  sector e x t e r n a l   d e f i c i t   e n d   t h e   ~ n f l a t i o n  
r a t e  ( a s  measured by t h e   i m p l i c i t   n o n o i l  GDP d e f l a t o r )  was v ~ r t u a l l y  
st a b l e   a t  abot - B per cent i n  both y e a r s  ( see  C h a r t  1 ) .  

- 

Economic  g r o r e h  i n   t h e   n o n - o i l  s ec to r  i n   t h e   p a s t  decade h a s   b e e n  
c o n c e n t r a t e d   i n   t h e   s e r v ~ c e a   a n d   c o n s t r u c t   i o n   s e c t o r s ,   a n d   o c c u r r e d  
m a i n l y   i n   r e s p o n s e   t o   t h e   h r g h  level o f   g o v e r n m e n t   e x p e n d i t u r e .   I n v e s t -  
m e n t   o u t l a y s  were h e a v i l y   c o n c e n t r a t e d   I n   I n f r a a t r u c t u r a l   p r o J e c t s   a n d  
t h e   e c o n o m y ' s   l n e r e a s e d   m a n p o w e r   n e e d e  were met largely b y  recruitment 
of e x p c l t r l a t e  labor. As s u b s t a n t i a l  progrces  was a c h i e v e d   i n   c o m p l e t l n g  
t h e   c o u n t r y ' s   ~ n f t a s t r u c t ~ r a l  facilities b y  1 9 7 9 / 8 0 ,   t h e  T h i r d  F i v e - Y e a r  
D e v e l o p m e n t   P l a n   ( 1 9 8 0 / 8 1 - 1 9 8 4 / i ! S )   i n c o r p o r a t e s  P c h a n g e   o f   w n p h a s l s .  The 
a h a r e  of l n f r a s t r u c t u r a l   p r o j e c t s  i n  t o t a l   d e v e l o p m e n t   o u t  l a y s  1s p l a n n e d  
t o  d e c l i n e  and . h a t  of t h e   c o m r n o d ~ t y - p r o d u c ~ n g  secto.8 t o  ~ n c r e a s e .   I n  
p u r s u a n c e  of t h i s   o b j e c t i v e ,  maJor p r o J e r t  s in petroleum-related a n d   o t h e r  
h e a v y   i n d u s t r ~ e s  w ~ l l  absorb a s u b s t a n t i a l   s h a r e  of I n v e s t m e n t   o u t l a y s .  

Ftscal s p e n d i n g   p o l l e y   p a s s e d   t h r o u g h  three  d ~ s t ~ n c t   p h a s e s  durlng 
the d e c a d e   1 9 7 3 - 8 2 .  Following the  l a r g e   i n c r e a s e s  ~n t h e  p r i c e  of  011 I n  
1 9 7 3 - 7 4 ,   g o v e r n m e n t   s p e n d i n g ,   e s p e c ~ a l l y  for  d e v e l o p m e n t ,  rose c o n s i d e r a b l y .  
However, beglnnlng 1 n  1 9 7 6 / 7 7 ,  f ~ n a n c l a l  p o l l c l e s  were r e - o r l e n t e d  toward 
t h e   e l l r n l n a t l o n  o f  ~ n f l a t l o n a r y   p r e s s u r e s   a n d  t h e  g r o w t h  o f  g o v e r n m e n t  
e p e n d l n g  w a s  c u r t a i l e d   s h a r p l y .  During the t h i r d   p h a s e ,  compr~slng t h e  
t h r e e - y e a r   p e r i o d   e n d e d  I n   1 9 8 1 / 8 2 ,  t o t a l   b u d g e t a r y   e x p e n d l t u r e s   e x p a n d e d  
a t  a b o u t  2 5  per c e n t   a n n u a l l y   o n   t h e   a v e r a g e .   N e v e r t h e l e s s ,   s u b s t   a n t   l a 1  
o v e r a l l  f l s c a l  s u r p l u s e s  were r e c o r d e d   I n   t h e s e  years b e c a u s e  of the v e r y  
l a r g e  r19e ~n 0 1 1  revenue. Because of  t h e  dorn lnance  of  t h e   g o v e r n m e n t  
s e c t o r   i n  the S a u d i   A r a b l a n   e c o n o m y ,  t h e  g r o w t h   1 n  domestic l l q u l d l t y  
(money   and   quas i -money)  I S  d e t e r m i n e d  largely b y   n e t   g o v e r n m e n t   e x p e n d l -  
t u r e s  i n   t h e  d o r n e s t ~ c  e c o n o m y   f ~ n a n c e d  from 011 export r e c e l p t s .   P a r t l y  
o f f s e , t l n g  th1s e x p a n s l o n a r y   f a c t o r  1 s  t h e   e x t e r n a l   d e f l c l t   o n   p r l v a t e  
sector t r a n s a c t l o n s .   U n t i l   r e c e n t l y ,   c r e d l t  to t h e  p r i v a t e  s e c t o r  has  
g r o w n   a t  a vigorous  pace,  bu t  ~ t e  c o n t r l b u t l o n  t o  l l q u l d ~ t y   e x p a n s l o n  
waa r e l a t i v e l y  emall. I n  t h e  p e r l o d  197€/79-1980/81 t h e  g r o w t h  o f  b r o a d  
m o n e y   a v e r a g e d   a b o u t  18 p e r   c e n t   p e r   a n n u m .  

- I /  S a u d i  Arabla's f l s c a l  y e a r  1980/8l ended May 4, 1 9 8 1 .  
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SM/82/131 
C o r r e c t e d  7/30/82 

Saud i   Arab1  a ' s  b a l a n c e  of p a y m e n t s   c u r r e n t   a c c o u n t   s u r p l u s   h a s   s h o w n  
s u b s t a n t   l a 1   f l u c t u a t i o n s  i n  r e c e n t  years  mainly i n   r e s p o n s e  t o  c h a n g e s  
I n  oil export e a r n i n g s   a n d  ~n t h e  rate of growth 0 ;  government s p e n d l n g .  
Wlth t h e   r a p i d   a b s o r p t l o n  of t h e   l n c o m e   f r o m   h l g h e r  expor t  e a r n l n g s   a f t e r  
1 9 7 3 ,  t h e  c o n s i d e r a b l e   c u r r e n t   a c c o u n t   s u r p l u s  was v ~ r t u a l l y   e l l m l n a t e d  
b y   1 9 7 8 .   I n   1 9 7 9 - 8 0 ,   r e f l e c t i n g   b o t h  011 p r l c e   a n d   o u t p u t   i n c r e a s e s ,   t h e  
c u r r e n t  account s u r p l u s  (excluding f o r e i g n  a l d )  rose  s h a r p l y  t o  a b o u t  
U S $ 4 7  b l l l i o n .   S s u d i  Arabia  h a s   p r o v l d e d   s u b s t a n t l a l   a m o u n t s  of f o r e i g n  
a1d t o  d e - J e l o p l n g   c o u n t r i e s  1n r e c e n t   y e a r s .  W l t h  the l1m1 t e d   d o m e s t  I C  

l n v e s t m e n t   o p p o r t u n l t l e s   a n d  the h l g h  level of i n t e r e s t   r a t e s   1 n   i n t e r -  
n a t   l o n a l   c a p l  t a l  m a r k e t s ,   t h e  out flow o f   p r i v a L e   c a p l  t a l  h a s  a l s o  b e e n  
s u b s t a n t l a l .   N e v e r t h e l e s s ,  t o t a l  o f f l c l a l   f o r e i g n  a s se t s  ( I n c l u d l n g  
r e s e r v e s   a n d   o t h e r   a s s e t s )  rose f rom  abou t  USS61 b l l l l o n  a t  t h e   e n d  of 
1 9 7 8   t o   a b o u t  USS87 bl l l i o n  a t  t h e   e n d  of 1980 a n d   f u r t h e r   t o   a n  e s t  l m a t e d  
l e v e l   o f   a b o u t  USS123 b ~ l l l o n  a t  t h e   e n d  of 1 9 8 1 .  

S a u d l  A r a b ~ a  m a i n t a i n s   n o   r e s t r i c t l o n s  on t h e   m a k ~ n g  of  paymen t s   and  
t r a n s f e r s  for i n r e r n a t l o n a l   t r a n s a c t r o n s   a n d   d o e s   n o t   i m p o s e   r e s t r l c t l o n s  
on I m p o r t s  for b a l a n c e  o f  p a y m e n t s   r e a s o n s .  Since S e p t e m b e r   1 9 7 5 ,   t h e  
e x c h a n g e  r a t e  of t he  S a u d l   A r a b l a n  r i y a l  h a s  b e e n   p e g g e d   t o   t h e  S D R  a t  a 
r a t e  of SRls 4.28255 SDR 1 w l t h   m a r g l n s  o f  7 25  p e r   c e n t  on e i t h e r   s i d e .  
However, d u r l n g   m o s t  o f  t h e   p e r l o d  from May 19tl t h e   r l v a l   h a s   b e e n   o u t -  
side t h e s e   m a r g l n s .   T h e   r l y a l / d o l l a r   e x c h a n g e  r a t e  h a s   b e e n   a d J u s t e d   o n  
a number of  ~ c c a s l o n s   d u r i n g   t h e   p a s t   t w o   y e a r s ,   t h e  l a s t  a d l u s t m e n t  &ook 
p l a c e  on J u n e  30, 1982 when t h e   m l d p o ~ n t  of t h e  of f l c l a l   b u y ~ n g   a n d  
s e l l i n g  r a t e s  was se t  2 t  S R l s  3 4 3 5  p e r  11SS1. 

111. Repor t   on  t h e  Discussions 

1 .  011 p r o d u c t i o n   a n d   p r l c l n g  p o l 1 c l e s  

S a u d l   A r a b l a ' s   p o l l c l e s  wlth r e s p e c t   t o  0 1 1  p r o d u c t l o n   a n d   p r l c e s  
a r e  g u ~ d e d  b y   t h e  following ( 1 )  t o  e n s u r e   a d r q u a t r   s u p p l i e s  o f  o i l   t o  
meet t h e   r e q u l r e m e n t s  o f  c o n s u r n l n g   c o u n t r ~ e s ,  ( 2 )  t o  m a l n t a l n ,  ti, t h e  
e x t e n t   p o s s i b l e ,  a u n l f l e d  a n d   o r d e r l y   p r l c e   s y s t e m  and s t a b l e   c o n d l t l o n s  
i n  t h e   w o r l d  011 m a r k e t ,   a n d  ( 3 )  t o  s e c u r e   o p t i m u m   a n d   r e a s o n a b l e   r e v e n u e  
f o r  t h e  K ~ n g d o m  I n  t h e   l o n g   r u n   D u r l n g  t h e  p e r l o d  fron e a r l y  1979   un t  11 
t h e  u n l f l c a t l o n  of  t h e  0 1 1  p r i c e  s t r u c t u r e   i n   D c t o b e r   1 9 8 1 ,  Saudl Arabla 
m a i n t a i n e d  a r e l a t l v e l y  hlgtl  level o f  0 1  1 p r o d u c t i o n   a n d   c h a r g e d   p r i c e s  
b e l o w   t h o s e  o f  most other  011 e x p o r t e r s .   T h ~ s   h e l p e d  t o  r e d u c e  t h e  l m p a c r  
o f   s u p p l y   1 n t e r ~ u p : l o n s  ~n o t h e r  a r e a s ,  h l u n r e d   t h e   u p w a r d   p r e s s u r e   o n  
t h e   p r ~ c e   l e v e l ,  and paved t h e  way €o r  the restnratlon of an orderly and 
u n l f l e d   p r ~ c l n g  s y s t e m  The  a c h l e v e m e n t  o f  t h e s e   o b J e c t l v e s  was ~ n l t l a l l y  
made d l  f f l c u l t   b e c a u s e  of t h e   d e s t a b l l l z ~ n g  lrnpact o f  a d d l t l o n a l  demand 
fer 0 1 1  t o  b u i l d   u p  1 n v e n t o r l e s   d u r l   n g  1979 s n d  1980.  

Saudl  Arabia's 011 p r o d u r t l o n  p o l ~ c y  1s b e l n g  ~ m p l e m e n t e d   r n a ~ c l y   1 n  
t h e   f o r m  of  c h a n g e s  ~n t h e   c e l l l n g  on o u t p u t  of Ararnco Following e h e  
agreement on p r l c e   u n l f ~ c a t l o n ,  rhe p r o d u c t l o n   c e l l ~ n g   o n  Ararnco was 
r e d u c e d  t o  8 . 5  mbd in November 1981. I n  vlew of t h e  s u b s t a n t l a l  weakenlng 
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o t  t h e  011  m a r k e t  ~n e a r l y  1982,  t h e   c e i l l n g  vas r e d u c e d   f u r t h e r  t o  7 . 5  
mbd i n   M a l c h  1982 and  t o  7 . 0  rnbd i n  A p r l l  1982.  S a u d ~   A r a b i a ’ s   a c t u a l  
p r o d u c t  ion d e c l i n e d  from an  average of 9.8 mbd i n  1981 t o   a b o u t  8 . 1  mbd 
1n the  f l r s t   q u a r t e r  of 1982 a n d  t o  a b o u t  6 . 7  mbd In Apri l  1982. Con- 
sistent w i t h  t h e   o b j e c t i v e  o f  marnta ln ing s t a b l e  market conditions, t h e  
S a u d i  Arabian r e p r e s e n t a t  l v e s   s t a t e d   t h a t   t h e   a u t h o r l t l e s   c o n t i n u e d   t o  
D u r s u e  a f l e x l b l e   p r o d u c t i o n   p o l i c y   a n d  were p r e p a r e d  t o  a d j u s t   t h e  0 1 1  
p r o d u c t   i o n  ceilrng 1n l i g h t  of d e v e l o p m e n t s  i n  t h e  01 1 m a r k e t ,   T h e y  
n o t e d   t h a t   t h e  weaken~ng of t h e   m a r k e t  i n  t h e   e a r l y  p a r t  of 1982 r e f l e c -  
t e d  i n  pa r t  a lower   demand for 0 1 1  due t o  t h e   r e c e s s ~ o n  in t h e   l n d u s t r l a l  
c o u n t r l ~ s  a n d   o f   s u b s t a n t i a l   d r a w d o w n  o‘i i n v e n t o r l e e   b y   t h e  o i l  i n d u s t r y .  
Wl th  a d e c e l e r a t i o n   i n   t h e  r a t e  o f  l n v e l l t o r y   d r a w d o w n   a n d  some p i c k u p  
d e m a n d ,   t h e   a u t h o r l t l e s   e x p e c t e d   t h a t  total OPEC p r o d u c t l o n   w o u l d   l n c r z a s e  
~n t h e  l a t t e r  p a r t  of 1 9 8 2 .  I n  t h e s e   c l r c u m s t a n c e s ,  Aramco’s c r u d e  o i l  
p r o d u c t l o n   m i g h t   ~ n c r e a s e  t o  a t  l ea s t  ’ . O  mbd I n  this p e r i o d   a n d ,   t a k T & n g  
a c c o u n t  of  o u t p u t   i n  the D ~ v l d e d   Z o n e ,   S a u d i   A r a b i a ’ s   c r u d e  o i l  p r o d u c t i o n  
~n 1982  would be s o m e w h a t   l a r g e r .  

The S a u d l   A r a b l a n   r e p r e s e n t a t l v e d   e x p r e s s e d   t h e   b e l i e f   t h a t  t h e  
p o l l r l e s   p u r s u e d  bv t h e  K l n g d o m   h a d   s u c c e e d e d   i n   s t a ’ ~ ~ l 1 2 1 n g  0 1 1  p r ~ c e s ,  
wh lch  was 1 n   t h e   ~ n t e r e s t  of b o t h   p r o d u c e r s   a n d   c o n s u m e r s .   T h e y   a d d e d  
t h a t   t h e   a u t h o r i t i e s   b e l i e v e d   t h a t  t le p r e s e n t   p r 1 w  l eve l  ( b a s e d  on t h e  
U S S 3 4  a b a r r e l   p r ~ c e  for :he marker  c r u d e )   s h o u l d  b e  m a l n t a l n e d  for some 
t z m e ,  a t   l e a s t   t h r o u g h   t h e   e n d  of le182, even t h o u g k   a n   u n c h a n g e d   nom^ n a l  
p r l c e   w o u l d  permlt a n  e r o s l o n  o f  t h ?  p r l c e  ~n r e a l  terms. It w o u l d   n o t  
b e   d e s l r a b l e  t o  r e d u c e   t h e   p r i c e  lr ,  n o m l n a l  terms a s  s u c h  a move ~ o u l d  
l e a d  to a r e t u r n  t o  disorderly pr1l   ing   and  market c o n d l t l o n s .   M o r c o v e r ,  
a p r l c e   r e d u c t l o n   w o u l d  not be I n  : h e   I n t e r e s t  of e i t h e r   p r o d u c e l s  or  
c o ~ ~ ~ u r n e r s  o f  0 1 1  as 1t w o u l d   h a v e   a d v e r s e   e f f e c t  f on 011 c o n s e r v a t  I o n  
a n d   o n   t h e   d e v e l o p m e n t  of new  ene’ -gy  sou rces ,  a n d   t h u s   p o s s i b l y  r e s u l t  ~n 
a n e w  r o u n d  o f  0 1  I p r l c e  ~ n c r e a s e s  a t  a l a t e r  s t  age. The S a u d i   A r a b i a n  
r e p r e s e n t a t   l v e s   n o t e d   t h a t   t h e r e  was a c o n c e r n   I n   S a u d i   A r a b i a   a b o u t   t h e  
a p p a r e n t  l a c k  of  c o m p r e h e n s l v e  a ~ d  b a l a n c e d   e n e r g y   p o l i c i e s  o n  t h e   p a r t  
o f  maJor 0 1  1 c o n s u m i n g   c o u n t r l e s ,  where d e v e l o p a e n t s   s o m e t i m e s   a p p e a r e d  
t o  b e   ~ n f l u e n c e d   b y  short-term c o n s l d e r a t l o n s  

2 D e v e l o p m e n t s   a n d   p r o s p e c t s  ~n t h e   n o n - 0 1 1   s e c t o r  

Real n o n - o i l  GDP rose by ov3r l? per c e n t   i n   b o t h  1979/80 and  1980/81  
which ~n p a r t  r e f l e c t e d  t h e  r e s u m p t i o n  o f  relatively h l g h  I n c r e a s e s  ~n 
b u d g e t a r y  spending. For 1981/82 o n l y   p a l t l a l  and prelimlnary d a t a  a r e  
a v a l l a b l e   b u t  I t  I S  e s t l m a t e d   t h a t  r e a l  n o l l - o ~ l  GDP grew b y   a b o u t   1 0 . 5  
p e r  c e n t  I n  t h a t  year. T h l s  r e p r e s e n t e d  sortye slowing down in growth 
p e r f o r m a n c e   a s s o c ~ a t e d   m a ~ n l v  w i t h  t h e  s u b s t ,  n t l a l   p r o g r e s s  made  1n the 
c o n s t r u c t ~ o n  o f  i n f r a s t r u c t u r e .  A f u r t h e r   i n c l c a t l o n  of  a slowdown 1 n  
t h e  non-011  economy 1 s  the r e d u c e d  rate  o f  e x p a q s l o n   i n   l e n d l n g   b y  t h e  
cornmerc la l   banks   and  t h e  s p e c l a l l z e d  c r e d i t  l n s t ~ t u t l o n s  t o  t h e  private 
sec tor .  
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Regarding g r o w t h   p r o s p e c t s  for 1982/83, t h e   a u t h o r i t l e e   e s t i m a t e d  
t h a t   I n   v i e w  of t h e   r e l a t l v e l y   m o d e s t   p l a n n e d   g r o w t h  i n  b u d g e t a r y  
e x p e n d ]   t u r e   I n   c o r n p a r l s o n   w l t h  t h e  p r e c e d i n g   t h r e e   y e a r s ,  some dampen ing  
i n f l u e n c e   o n  t he  growth p e r f o r m a n c e   a p p e a r e d  likely. Hovever, there 1s 
l i k e l y  t o  be a contlnulng l a g g e d   e f f e c t  f r o m  the  more rapid  growth of 
b u d g e t a r y   s p e n d ~ n g  ~n ea r l l e r  year's, a n d   e x p e n d i t u r e  a l l o c a t i o n s  i n  
1982/83 r n ~ g h t  be r a i s e d  from the p r e s e n t l y   b u d g e t e d  l eve l  d e p e n d l n g   o n  
f u r t h e r   a s s e s s m e n t s  of r e v e n u e  prospects d u r i n g  the y e a r .  Overa l l ,  t h e  
p r e s e n t   l n d l c a t   I o n s  were t h a t   t h e  real  g r o w t h  of  non-oll GDP in 1982/83 
would  be a b o u t  9 . 5  p e r   c e n t .   T h e   a u t h o r l t l e s   s t r e s s e d   t h a t  t h e  d e v e l o p -  
ment  of t h e  n o n - o i l   e c o n o m y  cont l n u e d   t o   b e  a p r i m a r y  o b j e c t i v e  of  t h e  
G o v e r n m e n t   a n d   t h e y   n o t e d  t h a t  t h e  t a r g e t  I n v e s t m e n t  spending u n d e r  
t h e  T h i r d  Five-Year Deve lopmen t  P l a n  will not  be a f f e c t e d  by r e v e n u e  
c o n s l d e r z t   I o n s .  

T h e   r a p l d   e c o n o r n ~ c   g r o w t h   i n  recent  years h a s  been a c c o m p a n l e d  by a 
s t e a d y   d e c l i n e  1 7  t h e  r a t e  o f   p r i c e   I n c r e a s e s .   I n f l a t i o n ,  a s  m e a s u r e d   b y  
t h e   n o n - 0 1 1  GDP d e f l a t o r ,  I S  p r o v i s i o n a l l y   e s t i m a t e d  t o  have f a l l e n  to 
5-6 per  c e n t  ~n 1 9 8 1 / 8 2   a n d  t h e  t w o  c o s t - o f - l l v l n g  lndlces h a v e   r i s e n  by 
less t b a n  2 p e r   c e n t  d u r l n g   t h e   p a s t   1 2   m o n t h s .  This v e r y   f a v o r a b l e   p r l c e  
p e r f o r m a n c e   r e s u l t e d  from t h e   w e l l - b a l a n c e d   e x p e n d l t u r e   p o l l c y   p u r s u e d   b y  
t h e   a u t h o r i t i e s   1 n   l l r n l t ~ n g   l n c r e a s e s   i n   e x p e n d i t u r e s  t o  l e v e l s  c o n s i s t e n t  
w l t h   + h e   e c o n o m y ' s   a b s o r p t i v e   c a p a c l  ty. The c o n t   I n u l n g   s u b s l d l z a t   i o n  of 
c e r t a l n   c o m m o d ~ t  1es a n d   t h e   ~ n c ~ d e n c e  of  a d r n l n l s t e r e d   p r i c e s   h a v e  also 
h e l p r a d   r e s t r a l n   t h e  r l s e  ~n the cos t  of l i v i n g   M o r e o v e r ,   t h e   v l r t u a l  
s t a b l i ; : ~  of lmpor t  p r i c e s  ~n riyal terms,  w h ~ c h   w a s   d u e   t o   t h e   a p p r e c 1 -  
a t 1 o n  of t h e  riyal a g a l n s t  m a l o r  c u r r e n c i e s   ( o t h e r  t h a n  t h e  U.5 d o l l a r ) ,  
a n d  g e n e r a l   s l o w i n g  ~n t h e  r a t e  o f   I n c r e a s e  of L n t e r n a t   1 o n a l   t r a d e  
F ~ I C P - . ,  were also c n t r l b u t l n g   f a c t o r s .  A f u r t h e r   i n f l u e n c e   h a d   b e e n  
t h e  s h d r p  d ( 2 c l l n e   i n   t h e   r a t e  of I n c r e a s e   o f   t h e   h o u s l n g   c o m p o n e n t   o f  
t h e   c o s t - q f - l l v l n g   l n d ~ c e s   r e f l e c t i n g   t h e   e l l m l n a t l o n  of  excess  demand 
f o r  r e s l d e r l t i a l  a c c o m m o d a t l o n   I n f l a t i o n  seems l i k e l y  t o  r e a a i n  low i n  
1982/83 p a r t l y  reflecting t h e   p r o J e c t e d   m o d e r a t e   l n c r e a s e   I n   g o v e r n m e n t  
e x p e n d l  t u r e s .  

3 .  F i s c a l   d e v e l q p m e n t s ,   p o 1 1 c 1 e s ,   a n d   p r o s p e c t s  

I n  1980/8l b u a q e t a r y   r e v e n u e ,   w h i c h   d e r i v e s   m a l n l y  from 011 r e c e l p t s ,  
rose b y  6 5  per  c e n t   T h l l e   e x p e n d l t u r e s   l n c t e a s e d  b y  26 p e r   c e n t   t h u s  
resulting l n  a s u r p l u  o f  SRls 1 1 2  b l l l l o n   ( 2 1  per c e n t  o f  G D P ) .  I n  
1981 /82  w l t h   r e v e n u e  g l 3 w l n g  b y  o n l y  5 p e r  c e n t ,   t h e   c o n t i n u e d   g r o w t n   i n  
expend1  t u r e ,  t h o u g h  a t  somewhat slower r a t e  o f  2 2   p e r  c-c l t ,  r e s u l t e d  
~n a smal le r  budget s u r p l - ~ s  of SRls 7 8  bllllon. T h e   b u d g e t   f o r   1 9 8 2 / 8 3  
( e n d i n g  A p r l l  1 5 ,   1 9 8 3 )  b a l a n c e s  r e v e n u e s   a n d   e x p ? n d l t u r e s  a t  SRls 313 
b l l l l o n .   C o m p a r e d   w ~ t h   p r o v l s l o n a l   a c t u a l s  f o r  1981/ '82,  r e v e n u e  1s p ro -  
j e c t e d  t o  d e c l l n c  b y  15  per c e n t   a n d   t h e  growth ~n e x p e n d l t u r e   h a s   b e e n  
r e d u c e d  t o  l e s s  t h a n  Q p e r   c e n t   T h e   S a u d i   A r a b l a n   r e p r e s e n t a t ~ v e s   s t a t e d  
rhat  i f  foreign demand for o i l  plcks u p  and t h e  r e v e n u e   p r o s p e c t s   I m p r o v e ,  
s o n s l d e r a t r o n  w i l l  be q l v e n  f o r  a d d l t ~ o n a l  expend~ture a l l o c a t l o n s   i n  
1982 /83 .  
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The m i s s i o n   n o t e d   t h a t   t h e   f l s c a l   d a t a   s u p p l l e d  by t h e   a u t h o r l t l e s  
showed f a i r l y   l a r g e   f l u c t u a t l o n s   I n   t h e  r a t e  of q r o w t h  of a p p r o v e d   e x p e a d l -  
tures  a n d   s u g g e s t e d   t h a t   a n   a l t e r n a t l v e   p a t t e r n   w o u l d  be t o  b u d g e t  for a 
r t e a d l e r   g r o w t h  i n  p u b l l c   e x p e n d i t u r e   c o n s i s t e n t   w l t h   r e v e n u e   e x p e c t a t i o n s  
o v e r   t h e   m e d i u m  term as well as  t h e   a u t h o r i t i e s '   m a c r o e c o n o m i c   O b J e c t i v e s .  
I n  t h i s  con tex t ,  t he  mission Inquired w h e t h e r  t he  a u t h o r i t i e s   h a d   g l v e n  
t l r o u g h t  to  d ~ v e r s i f i c a t l o n   o f   b u d g e t a r y   r e v e n u e  sources a n d  co r e v l e w r n g  
t h e   c o m p o s i t i o n  of c u r r e n t   e y t w l d l t u r e s ,   p a r t   l c u l a r l y   t h o s e   r e l a t i n g  t o  
n o n f o o d   s u b s i d i e s .  

T h e   S a u d i   A r a b i a n   r e p r e s s n t a t l v e s   r e s p o n d e d   t h a t  i n  t h e l r  v iew t h e r e  
was c o n s i d e r a b l e  merit In p l a n n l n g  for  a s u s t a l n e d   m o d e r a t e   g r o w t h   p a t t e r n  
for p u b l l c   e x p e n d - t u r e s  over t h e   m e d l u m  t e r m  w h i c h   w o u l d   b e   e x p e c t e d  t o  
h a v e  a s t a b l l r z l n g   a n d   b e n e f ~ c l a l   e f f e c t   o n   t h e   e c o n o m y .   T h e   u n c e r t a r n -  
t l e s  b e i n g   e x p e r l e n c e d   a t  the p r e s e n t  time, however ,   made  ~t d l f f l c u l r   t o  
f o r e c a s t   r e l i a b l y   t h e   b e h a v l o r  of 011 r e v e n u e  over a number of years .  I n  
v ~ e w  of t h e s e   u n c e r t a l n t l e s  1t  1s d y f f l c u l t  for the a u t h o r i t i e s  t o  ~ n l t l a t e  
a t   t h e   p r e s e n t  t l m e  a m u l t  ] y e a r   e x p e n d l t u r e   p l a n n l n g   p r o c e s s   I n v e s t m e n t  
e x p e n d l t u r e s ,   h o w e v e r ,   w e r e   v l e w e d  ~n terms o f  t h e   T h i r d   F ~ v e - Y e a r   P l a n  
a n d   t h e s e   e x p e n d i t u r e s ,   t h e   a u t h o r ~ t l e s   s t a t e d ,  w l l l  be   Implemen ted  as  
s c h e d u l e d   e v e n   1 f  t h a t  requ lred  f i n a n c i n g   b y  a drawdown ~n t h e   c o u n t r y ' s  
reserves .  W l t h   r e s p e c t  t o  f o r e i g n   a l d ,   t h e  authorities e m p h a s i z e d   t h a t  
t h e l r   p o l l c ; .   c o n t i n u e d  t o  b e   g u j d e d   b y   m a l n t a l n l n g  a s t e a d y  flow of a l d  
t o   d e v e l o p i n g   c o u n t r l e s   e v e n   & e n  011 r e v e n u e   w a s   p r o j e c t e d  t o  d e c l i n e  
as  ~n 1 9 8 2 / 8 3 .  

T h e   S a u d i   A r a b i a n   r e p r e s e n t   a t  lves  a d d e d   t h a t   t h e   a u t h o r 1  t l e s  r r c o g -  
n i z e d   t h e   d e s l r a b l l l t y   o f   m a k l n g  a t h o r o u g h   r e v l c w  o f  b u d g e t a r y   e x p e n d l -  
t u r e  a n d   r e v e n u e   p o l i c i e s .   R e d u c l n g   r e l l a n c e  on 011 r e m a i n s  a m a J o r  aim 
of t h e   G o v e r n m e n t   a n d   t h e   p o s s l b l l l t y  o f  d l v e r s l f y l n g   r e v e n u e   r e s o u r c e s  
w l l l  b e   c o n s i d e r e d .   W l t h   r e s p e c t   t o   s u b s i d i e s ,  a m l n l s t e r l a l   c o m r n l r t e e  
IS s t u d y l n g   t h a t   q u e s t i o n   a n d  I t s  r e c o m m e n d a t   i o n s   a r e   e x p e c t e d   t o  be 
f i n a l i z e d   I n   t h e   n e a r   f u t u r e  The a u t h o r l  t ~ e s  explained, howev?r, t h a t  
t h e   p r o v l s l o n  of s u b s l d l e s ,  1 n  a d d l t l o n  t o  l r n p r o v l n g   t h e   l l v l n g   s t a n d a r d  
o f  t h e  p o p u l a t ~ o n ,   s e r v e d  t h e  I m p o r t a n t   s o c ~ a l   o b J e c t i v e   o f   c l o s l n g   t h e  
g a p   b e t w e e n   t h e   e a r n l n g  power o f   t h e   p r e s e n t   g e n e r a t l o n ,   w h l c h  h a s  n o t  
b e n e f - t e d   f r o m   s u b s l d l z e d   e d u c a t l o n ,  and t h e   e x p e c t a t i o n s   g e n e r a t e d  b y  a 
f l o w   o f   s u b s t a n t l a l   f l n a n c ~ a l   r e s o u r c e s  t o  t h e   p u b l i c   t r e a s u r y .  A s  for 
p r l c l n g  o f  p e t r o l e u m   p r o d u c t s ,  the a u t h o r l t  l e s  l n d ~ c a t e d   t h a t  ~t c o u l d  
be  a p p r o a c h e d   w i t h i n   t h e   r e g l o n a l  context o f  t h e  G u l f  Cooperation C o u n c ~ l  
(GCC)  - 1/ a n d   I n   l l g h t  of n e l g h b o r l q g   c o u n t r i e s '   e x p e r l e n c e s .  

1/ The GCC w a s   e s t a b l l s h e d  ~n May 1981 t o  c o o r d ~ n a t e   e c o n o m l c ,  p o l l t l -  
tal, a n d   c u l t u r a l   a c t l v ~ t l e s   o f  member c o u n t r l e s  w h l c h ,  b e s l d e   S a u d i  
Arabia, i n c l u d e   K u w a i t ,   B a h r a l n ,  Qatar ,  t h e   U n i t e d   A r a b   E r n l r a t e s ,   a n d  Oman. 
The  member c o u n t r i e s  are  a l m l n g   a t  removlng b a r r l e r s  t o  t h e  movement of 
c a p l t a l   a n d  other f a c t o r s  o f  p r o d u c t   i o n   a n d  of  nationally-produced g o o d s  
among t h e m s e l v e s ,   a n d  a t  a n   a p p r o p r l a t e   d e g r e e  of 1 n E e g r a t   I o n   I n   t h e  
~ n v e s t m e n t   p l a n s  o f  member s t a t e s .  

- 
- 
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4. M o n e t a r y   d e v e l o p m e n t s   a n d  p l l c i e s  

M o n e t a r y  growth h a s   b e e n   g e n e r a l l y   m o d e r a t e  in r e c e n t   y e a r s  and has  
n o t  led t o  a n y   u n d u e   l n f l a t l o n a r  y pressures.  The major s o u r c e  of I l q u l d l t y  
1 n J e c t  i o n  has r e m a i n e d   t h e  net  domes t  1c e x p e n d i t u r e s  o f  t h e   G o v e r n m e n t  
w h i c h ,  t o  a l a r g e   e x t e n t ,  a r e  o f f s e t   b y  t h e  balance o f   p a y m e n t s   d e f i c i t  
of t h e   p r i v a t e   s e c t o r .  B a n k   l e n d l n g  t o  t h e  p r i v a t e  s ec to r  c o n t ~ n u e d  t o  
a c c o u n t  for a r e l a t   l v e l y  mlnor  p o r t l o n  of  o v e r a l l   m o n e t a r y   I n c r e m e n t s .  In  
1980/81 dornesLzc l ~ q u ~ d l t y   i n c r e a s e d   b y   a b o u t  2 0  p z r  c e n t   b u t  i n  1981/82 
t h i s  rate  1 s  l 1 k e l y   t o  be c o n s i d e r a b l y   h i g h e r  The I n c r e a s e   d u r i n g  the 
f l r s t  11 m o n t h s  of 1 9 8 1 / 8 2  w a s  p r o v l s l o n a l l y  estimated a t  2 5  p e r   c e n t  a s  
a g a i n s t  18 per c e n t   I n   t h e   c o r r e s p o n d i n g   p e r i o d   o f   t h e   p r e v i o u s  y e a r .  
R e g a r d i n g   t h e   r a t e  of m o n e t a r y   e x p a n s ~ o n  i n  1 9 8 2 / 8 3 ,  t h e   a u t h o r l t l e s  
b e l ~ e v e d   t h a t  some s l o w d o w n   a p p e a r e d   1 1 k e l y  In v l e w   o f   t h e  lower g r o w t h  
1 n   b u d g e t a r y   s p e n d i n g .  

O n e   n o t a b l e   f e a t u r e   o f   r e c e n t   d e v e l o p m e q r s   1 n  1981 /82 h a s   b e e n  sharp 
f l u c t u a t l o n s  ~n t h e   c o n t r l b u t l o n  of  forelgn c u r r e n c y   d e p o s l t s  t o  o v e r a l l  
l l q u ~ d ~ t y   g r o w t h .  T h e   S a u d l   A r a b l a n   r e p r e s e n t a t l v e s   e x p l a l n e d   t h a t   t h e s e  
c h a n g e s  were ~n p a r t   a t t r i b u t a b l e   t o   v a r ~ a t l o n s   1 n   t h e   r a t e   a t   w h ~ c h  
d e p o s l t s   w l t h   t h e   l o c a l   b a n k ~ n g  s y s t e m  d e n o m ~ n a t e d  1 n  S a u d l   A r a b ~ a n  r l y a l s  
are r e m u n e r a t e d   W h ~ l e  ~n t h e   p a s t  a s u b s t a n t l a l   g a p   e x l s t e d   b e t w e e n  
d o m e s t l c  r a t e s  o f  r e m u n e r a t i o n   i n   f l n a n c l a l  a s se t s  and l n t e r n a t l o n a l  
1 n t e r e s t  r a t e s ,  r e c e n t l y   t h e  gap h a s  n a r r o w e d   c o n s r d e r a b l v   a s  a r e s u l t  
o f  Some decline 1 n   l n t e r n a t l o n a l   l n t e r e s t  rates 1 n   c o r n b l n a t l o n   w l t h  a 
s l g n l f l c a n t   ~ n c r e a s e  1n t h e  r e t u r n  o n  r l y a l - d e n o m i n a t e d   a s s e t s .  Tne  
l a t t e r   d e v e l o p m e n t   r e € l e r t e d   l n   p a r t  a m o t e  v ~ g o r o u s  a p p r o a c h  by t h e  
S a u d l z e d   c o m m e r c l a l  b a n k s  which have   shown a r a p l d  e x p a n s i o n  ~n b r a n c h  
b a n k l n g   A n o t h e r  important f a c t o r   h a s  been e x c h a n g e   r a t  e u n c e r t e l n t  les 
w h l c h  may h a v e   r a i s e d   d o u b t s   r e g a r d l n g  the n e t  y l e l d   o n   f o r e l g n   c u r r e n c y  
d e n o q ~ n a t e d  a s s e t s  These c o n s l d e r a t l o n s  may a l s o ,  more g e n e r a l l y ,   h a v e  
t e n d e d  t o  d i s c o u r a g e  t h e   o u t f l o w  o f  p r i v a t e   c a p l t a l   f r o m   t h e   d o m e s t i c  
economy and, i n  c e r t d l n  ~ n s t a n c e s ,  capital p r e v i o u s l y   h e l d   o v e r s e a s  may 
h a v e   b e e n   r e p a t r l a t e d   T h e s e   f a c t o r s   c o u l d  have r e s u l t e d  ~n a r e d u c t   on 
ln t h e  s ~ z e  of t h e   p r i v a t e   s e c t o r ' s   b a l a n c e  o f  p a y m e n t s   d e f l c i t   a n d   t h u s  
c o n t r l b u t e d   t o   t h e   m o r e   r a p ~ d   m o n e t a r y   g r o w t h  ~n 1 9 8 1 / R 2 .  

The  Increase  1 n  t h e  c o s t  o f  f u n d s   t o   t h e   c o m m e r c i a l   b a n k s   h a d   b e e n  
r e f l e c t e d  I n  h i g h e r  c h a r g e s  o n   b a n k   l e n d ]  n g  T h l s  d e v e l o p m e n t ,   t o g e t h e r  
w l t h  an underlying w e a k e n l n g  o f  demand for c r e d l t  I n  c e r t a i n   s e c t o r s  of 
t h e   e c o n o m y ,   h a s   c o n t r l b u t e d  t o  a s u b s t a n t l a l  r e d u c t l o n  ~n t h e  r a t e  o f  
~ n c r e a s e  o f  b a n k  l e n d l n g   t o  t h e  p r l v a t e  s e c t o r  The a u t h o r l t ~ e s   s t a t e d ,  
h o w e v e r ,   t h a t   t h e   g e n u l n e   l l q u l d l t y   n e e d s  of  t h e   e c o n o m y  were b e i n g  met 
and n o   t ~ e h t n e s s   1 n   t h e  d o m e s t l c  c r e d l t  market h a d   b e e n   f e l t   R e g a r d i n g  
t h e   p o r t  F o l l o  dlstrlbut 1on o f  the  c o m r n e r c l a l   b a n k s ,   t h e   t r e n d   o f  a rlsing 
share o f  forelgn a s s e t s  ~n total a s s e t s  c o n t l n u e d  1n 1981/82. T h e   a u t h o r ] -  
t l e s  explalned t h a t  t h e  r a p i d  growth i n  d e p o s i t  s ,  the i n c r e a s e   1 n  l o a n s  
p r o v ~ d e d   b y  t h e  g o v e r n m e n t - s p o n s o r e d   c r e d l t   1 n s t 1 t u t   l o n s ,   t h e   d e c e l e r a t l o n  
I n  rhe g r o w t h  o f  t h e   n o n - o l l   p r i v a t e   e c o n o m y ,  and the h l g h   i n t e r e s t  r a t e s  
w h l s h  c a u s e d  a r e d u c t l o n  ~n t h e  demand for  c r e d l t   r e s u l t e d  ~ I I  the banks 
h a v l n g  excess  I n v e s t   l b l e  funds  w h l c h  they employed a b r o a d .   T h e y   a d d e d  
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t h a t   a n y   c h a n g e   i n   t h e   n e t   r e t u r n   o n   f o r e i g n   c u r r e n c y - d e n o m i n a t e d  a s se t s  
was 1 I k e l y ,   p e r h a p s  wi t h  a l a g ,  t o  be r e f l e c t e d   i n   c h a n g e e   i n  r a t e s  of 
r e t u r n   o n   r l y a l - a e n o m i n a t e d  assets a n d   d i s c o u r a g e  excessive s h i f t s   b e t K e e n  
c u r r e n c i e s   b y  the commercial b a n k s .   I n  any case ,  t h e   m o n e t a r y   a u t h o r i t i e s  
h a d  kept the  s i t u a t i o n   u n d e r  revlew a n d   w o u l d ,  i f  c i r c u m s t a n c e s   w a r r a l l t e d ,  
t a k e   a p p r o p r i a t e   m e a s u r e s .  

L a t e  in 1 9 8 1   m e a s u r e s  were i n t r o d u c e d  t o  c o n t r o l   t h e   a c t   1 v l L r e s  of 
t h e  m o n e y   c h a n g e r s  by d e c r e e i n g   t h a t   n o   n e w   l l c e n s e s  s h a l l  be i s s u e d  for 
s u c h   b u s i n e s s e s   a n d   t h a t   b a n k l n g   o p e r a t i o n s   p r e v i o u s l y   e n g a g e d   i n   b y  money 
c h a n g e r s  (such 8 8  a c c e p t i n g   d e p u s i t s   a n d   m a k i n g   l o a n s )  are t o  cease w i t h i n  
a p e r i o d  of  t h r e e   y e a r s .   T h e   a u t h o r i t  18s s a l d   t h a t   t h e   c o n t i n u i n g   r a p ~ d  
g r o w t h   i n   t h e   m o n e y   c h a n g e r s '   b a n k l n g - t y p e  a c t ~ v ~ t ~ e s ,  wh ich  were n o t  11. 

a n y  way  monl t o t e d  o r  r e g u l a t e d ,   n e e e s s i t   a t e d  the t e g u l a t l o n s   i n t r o d u c e d   i n  
December  1981 t o  be i m p l e m e n t e d   b y  SAMA. 

5 E x t e r n a l   s e c t o r   d e v e l o m n e n t s   a n d  Dollcies  

T h e   b a l a n c e  of paymen t s  e s t  ] m a t e s   l n d ~ c a t e d  a l a r g e   i n c r e a s e  ~n t h e  
s u r p l u s  on c u r r e n t   a c c o u n t  (including o f f l r l a l   f o r e i g n  a1d) from a b o u t  
USS11 b l l l l o n  i n  1979 t o  abou t  USS41 b l l l ~ o n  I n  1980 and  t o  U S C 4 5  b i l l i o n  
in 1981 E x c l u d ~ n g   e s t l m a t e d   f o r e i g n   a l d ,   t h e   s u r p l u s   a m o u n t e d   t o   a b o u t  
USS52 b l l l l o n  ~n 1981.   The  r1 s e  in t h e   s u r p l u s   d u r l n g   t h e   p a s t  two y e a r s  
r e s u l t e d  almost e n t i r e l y  from a large l n c r e a s e  (more t h a n  90 p e r   c e n t )   i n  
t h e   v a l u e   o f  o i l  e x p o r t s .   O f f i c i a l  forelgn a s s e t s   ( i n c l u d ~ n g   r e s e r v e s  
and other a s s e t s )   ~ n c r e a s e d  b y  a b o u t  U S S 2 6  b i l l i o n  ~n 1980  and   by  USS36 
b l l l l o n   I n   1 9 8 1  

T h e   b a l a n c e   o f   p a y m e n t s  proJect1on f o r   1 9 8 2  shows a large  d r o p  An 
t h e   c u r r e n t   a c c o u n t   s u r o l u s  t o  a b o u t  USS10 b l l l i o n   ( a b o u t  USS16 b i l l i o n  
e x c l u d l n p ;   e s t ~ m s t e d  foreign a z d )  and l e s s  t h a n  USS1 b l l l l o n   i n c r e a s e   i n  
o f f i c i a l  f o r e ~ g n  a s s e t s   T h e   p r o J e c t e d   s h a r p   f a l l  In t h e   s u r p l u s  1s 
e x p e c t e d  t o  r e s u l t  m a i n l y  from a d e c l i n e   i n   t h e   v a l u e  o f  011 exports  o f  
a b o u t  U S S 2 4  b l l l l o n  as t h e  r i s e  i n  t'le a v e r a g e   a n n u a l   e x p o r t   p r l r e   ( o f  
l e s s  t h a n  3 p e r   c e n t )   w o u l d   p r o v i d e   o n l y  a minor  o f f s e t   t o   t h e   f o t e c a s t  
c o n s l d e r a b l e   d e c l l n e   i n  t h e  e x p o r t   v o l u m e .   M e r c h a n d i s e  imports a r e  pro- 
J e c t e d  t o  i n c r e a s e  s u b s t a n t i a l l y   i n  1982 ,  even t h o u g h   t h e  race  o f   g r o w t h  
1 s  f ( 1 r e c a s t   t o  slow down somewhat t o   a b o u t  18 p e r   c e n t ,   a n d   t h e   n e t  
d p f l c l t  on t h e  serv lces  a n d   p r i v a t e   t r a n s f e r s   a c c o u n t  1s e x p e c t e d  t o  r i s e  
b y  a b o u t  USS6 b l l l l o n .   O f f ~ c l a l   f o r e i g n  ald h a s   i n c r e a s e d   s u b s t a n t i a l l y  
1 1 7  t h e   p a s t  two years and t h i s  flow 1 s e x p e c t e d  t o  c o n t l n u e   a t  a h l g h  
l e v e l  I n  1982 T h e   S a u d l   A r a b l a n   r e p r - s e n t a t l v e s   s a l d   t h a t   t h e r e   h a d  
b e e n  nc change  I n  S a u d l  Arabla's pollcy o f  p r o v l d l n g   a s s l s t a n c e   t o   n t h e r  
d e v e l o p i n g  countries and  the l e v e l  o f  a l d  w l l l  n o t  be a f f e c t e d   b y  t h e  
fail. in o i l  r e v e n u e s   a n d  t h e  e x p e c t e d   d e c l i n e  ~n t h e   c u r r e n t   a c c o u n t  
s u r p l u s  1n 1 9 8 2 .  

The Saudi A r a b l a n   r e p r e s e n t a t i v e s   ~ n f a r m e d   t h e   m l s s ~ o n   t h a t   t h e r e  
hat! been  no  c h a n g e s  wlth r e s p e c t  t o  t h e  management o f  S A M ' s  f o r e l g n  
a s s e t s  s i n c e   t h e   1 9 8 1  Art ic le  IV c o n s u l t a t l o n .  The a u t h o r i t i e s   a l s o  
s t a t e d  t h a t  t h e   S a u d i   A r a b l a n  r l y a l  remalncd, 1 n   p r l n c l p l e ,   p e g g e d  t o  
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t h e  SDR a l t h o u g h ,  a s  t he  Fund was ~ n f o r r n e d   i n   J u l y  1981, l t  h a s   b e c o m e  
n e c e s s a r y  t o  s u s p e n d   t e m p o r a r l l y  t h e  maxlmurn m a r g i n  of 7 . 2 5  p e r   c e n t  
a r o u n d   t h e   p e g .   D u r i n g  most o f  t h e   p e r l o d  since May 1981, t h e  r i y a l  has  
b e e n  o u t s l d e  the  d e c l a r e d  m a r g i n  of 7 . 2 5  per cent  ( o n   J u n e  30, 1982 t h e  
1 r n p l 1 c l t   r l y a l / S D R  r a t e  was SRls  3 . 7 3 9 3 4  = SDR 1 ,  w h ~ c h  represented a 
d i v e r g e n c e  of 12.68 per  cent from t h e   p a r l t y   v a l u e )  The a u t h o r l t l e s  
h a v e   s o u g h t  to p r e s e r v e  a f a i r l y   s t a b l e   r l y a l / d o l l a r   e x c h a n g e  r a t e ,  and 
t h l s  h a s  b e e n   t h e   m a l n   r e a s o n  why the s p r e a d  VIS-a -VIS  t h e  SDR peg h a s  
e x c e e d e d  t h e   m a r g i n .   S l n c e  l a t e  1980, t h e  r i y a l  has  b e e n   d e p r e c i a t e d  ~n 
a number o f  small s t e p s  a g a i n s t  the d o l l a r ,   b u t   g l v e n   t h e  sharp apprec l -  
at i o n  o f  t h e   d o l l a r   a g a i n s t  other  c u r r e n c l e s ,   t h l s  has  n o n e t h e l e s s  
r e s u l t e d   I n   a n   a p p r e c l a t   1 o n  of t h e   r l y a l   a g a i n s t   t h e  SDR t o  a n   e x t e n t  
t h a t   c a u s e d   t h e   7 . 2 5  p e r  c e n t   r n a r g . n  t o  be  e x c e e d e d .  

IV. S t a f f  Appraisal 

E c o n o r n l c   p e r f o r m a n c e   1 n   S a u d l  Arab la  h a s   b e e n   c h a r a c t e r l z e d  by r a p i d  
economlc   g rowth   and  l o w  p r i c e   l n f l a t   1 o n   a n d   t h e   p r o s p e c t s  appear t o  be 
for  t h e   c o n t   ~ n u a t ~ o n  of t h e s e  f a v o r a b l e  t r e n d s .  The p r l m a r y  f a c t o r  
a c c o u n t i n g  f u r  t h e  good econnmlc performance was the p r u d e n t  f l s c a l  
p o l ~ c y   o f   t h e   S a u d l   A r a b l a n   a u t h o r l t l e s   W ~ t h   r e s p e c t  t o  01: p r o d u c t i o n  
a n d   p r l c l n g  p o L l c v ,  t h e   a u t h o r 1  t l e s  h a v e   p u r s u e d   r e s p o n s l b l e   p o l l c l e s   a n d  
h a v e   b e e n   p e r s l s t e n t   i n   t h e l r   e f f o r t s   t o   s t a b l l l z e   t h e   w o r l d  011 m a r k e t  
O u t p u t   l e v e l s  were ~ x p a n d e d   s u b s t a n t   ] a l l y  111 1979-81  t o  b l u n t   t h e   u p w a r d  
p r e s s u r e s   o n  the prlce l e v e l   a n d   l a t e r  were cut b a c k   r o n s l d e r a b l y   i n  
V I  ew o f   t h e  s u b s t  a n t  1 a1   weaken1 ng o f  011  m a r k e t   c o n d l  t I o n s  

There a r e  considerable u n c e r t a l n t l e s   r e g a r d i n g   t h e   p r o s p e c t  lve  
demand for  0 1  1 and , p e n d i n g  t h e   e m e r g e n c e  o f  a c l e a r e r  v i e w  W I  t h  r e s p e c t  
t o  t h e  p r o s p e c t s  f o r  0 1 1  r e v e n u e ,  t h e  S a u d l  A r a b l a n  a u t h o r l t l e s  have 
a d o p t e d  f o r  t h e   c u r r v n t   v r a r ' s   b u d g e t  a c a u t ~ n u s   f i s c a l   s t a n c e ,  while a t  
t h e   s a m e  time m a l n t a l n l n g  a f l e x l b l e  a t t l t u d e   r e g a r d i n g   p o s s l b l e   a d d i t i o n a l  
t s x p e n d l t u I e   a l l u c a t l o n s  i f  t h e  r e v e n u e  p l c t u r e  i m p r o v e s  1 1  a n y  c a s e ,  t h e  
3 t ~ t  hor1 t 1 e s  a s s e r t e d  t h a t   d e s p l  t e  t h e  r e d u c t  l o n   1 n   t h e   p r o J e c t e d   g r o w t h  
r a t p  of puhllc spending i n  t h e  c u r r e n t  f l s c a !  w a r ,  n e l t h e r  t h e  t a r g e t s  
o f  t h e  d e v e l o p m e n r  program nor no rma l  forelgn a l d   l e v e l  h a s  b e e n   a f f e c r e d  
While the a u t h o r l t l e s   v i e w   w ~ t h   f a v o r  medlum-term p l a n n l n g   f o r  t h e  p u b l l c  
q p r n d l n p   p a t t e r n ,  f o r  t h e  p r e s e n t  t h e v  b e l l e v e   t h a t   c o n s l d e r l n g   t h e   s u b -  
s t a n t i a l   e x l s t l n g   u n c e r t a l n t l e s ,   1 9 8 2 / 8 3  1s n o t   t h e   a p p r o p r l a t e  year t o  
q v r  nut rnPd lum- te r rn  f l q c a l  o b j e c t  lye5 S ~ m l l a r l y ,  whlle the  a u t h o r ~ t i e s  
a r e  f a v o r a b l v   ~ n c l l n e d   t o  r e v l e w  t h e   c r x n p d s l t   l o n  o f  c u r r e n t   e x p e n d ~ t u r e s ,  
~ n c l u d l n g   q u b s ~ d ~ ~ s ,  q n d  t n  l n o k  i n t o   t h P   f e a s l b l l l t y  o f  d l v p r s l f y l n g  
t h e  r e v e n u e  b a s e ,  t h e y  b e l i e v e   t h a t   t h e   p a c e   a n d   t l r n l n g  of t h e  r e v l e w  
w o u l d  h a v e  t o  takp ~ n t n   a c c o u n t  s o c i a l  and  p o l l t l c a l  c o n s l d e r a t l o n s  a s  
well a s  t h e  nGed t o  k e e p  i n  s t e p  w i t h  t h e  g e n e r a l   p r a c t ~ r e s  ~n t h e   r e g l n n  
Thls Latter c u n s l d e r a t l ~ n  has gained greater I m p o r t a n c e  v ~ t h  the setting 
u p  o f  t h e  G u l f  C o u p e r a t l o n   C o u n c l l  t o  h a r m o n ~ z e   r c o n o m l c ,  c u l t u r a l ,  and 
d e f e n s e   p o l ~ c ~ c s  
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Monetary  expanslon  accelerated 11, 1981/82, an  ~mportant   cause  of  
which 1s l i ke ly   t o   have   been  a s h i f t  i n  tho  preference  concerning  the 
placement of d e p o s i t s  by t h e   p r l v a t e   s e c t o r .  Whereas p rev ious ly   t he re  
was a growing  tendency for t h e   p r i v a t e   s e c t o r  to  p l a c e   d e p o s i t s   d ~ r e c t l y  
abroad ,   in   recent  months a r eve r sa l   has   occu r red  and the   p re fe rence  
changed In favor  o f  r lyal-denornlnated  assets   a t  home. A more vigorous 
Saudlzed  banking  system  offer lng  bet ter   terms seems t o   h a v e  contributed 
t o   t h i s  Lhsnge.  Measures  have  been  taken t o  r e g u l a t e  more e f f e c t l v e l y  
t h e   o p e r a t ~ o n s  of money changers   under   the  supervls ion of SAMA. The ra te  
of  domest ic   l iqu ld l ty   expans lo t !  I S  an t l c lpa t ed  t o  slow down I n  1982/83. 

Malnly  because of the e x p e c t e d   s u b s t a n t l a l   f a l l  I n  011 export  
ea rn lngs ,   t he  large current   account  and ove ra l l   ba l ance  of payments 
s u r p l u s e s  experlenced by Saud~  Arabla   in   the   pas t  two years   are   expected 
t o  be sharply  reduced  in  1992. However, t h i s   s h o u l d  not  be  cause  for 
concern ~n v ~ e w  of t h e   c o m f o r t a b l e   l e v e l   o f   o f f l c l a l   f o r e i g n   a s s e t a .  The 
Saudl   Arabian   au thor i t les   have   cont lnued   to  p u r s u e  appropr i a t e   ex t e rna l  
s e c t o r   p o l ~ c l e s   c h a r a c t e r i z e d  by r e spons ib l e   r e se rve  management and 
exchange r a t e   p o l i c i e s  and generous  foreign  a ld  t o  deve loplng   count r ies .  
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Saudi Arable. Fund Relat~ons 1/ 

Date of membership: August 26 ,  1 9 5 7 .  

S t  a t u s .  A r t  i c  l e  VI 11. 

Quot a .  SDR 2,100.0 r n r l l l o n .  

F u n d   h o l d i n g s  of  S a u d ~  SDR 9 7 7 . 2  mlllion or 4 6 . 5  per cent of q u o t a .  
A r a b i a n   r l y a l s  

L e n d l n g  t o  the Fund. S a u d i  Arabla l e n t  the Fund t h e   e q u ~ v a l c n t  of 
SDR 2 , 2 5 0  m l l l ~ o r ;  for t h e  0 1 1  f a c l l l t y ,  of 
t h l s  a m o u n t ,  SDR 183.9 million is outstanding. 
Saudl A r a b i a  a g r e e d  t o  l e n d  t h e  Fund SDR 1.9 
bllllon f o r  t h e  s u p p l e m e n t a r y   f l n a n c l n g  
faclllty, o f  w h ~ c h  SDR 1,000 mllllon h a s  been 
utzl1zed. I n  a d d l t l o n ,  clalms e q u l v a l e n t  t o  
SDR 2 2 5  m l l l l o n   u n d e r  the o i l  f a c l l l t y  and 
SDR 172 m i l l i o n   u n d e r  the s u p p l e m e n t a r y  
f l n a n c l n g   f a c i l i t y  were a n s f e r r e d   f r o m  t h e  
D e u t s c h e   B u n d e s b a n k   o n   N o v e m b e r  13, 1980 t o  
SAMA. A l o a n   a g r e e m e n t   u n d e r  wh1ch t h e  Fund 
may borrow ,JP t o   t h e   e q u l v a l e n t  of SDR 8 
bllllon over  t w o  years  from SAMA t o  f i n a n c e  
the F u n d ' s  policy o f  e n l a r g e d   a c c e s s  was 
s l g n e d   o n  M a y  7 ,  1981 A t o t a l  o f  S D R  1 ,200  
r n l l l l o n  h a s  been d r a w n  

SDR D e p a r t m e n t .  S a u d l  A r a b l a  became a p a r t l c l p a n t  on 
December 8 ,  1978 Holdings awnount t o  SDR 449.1 
m l l l l o n  w h ~ c h  I S  e q u i v a l e n t  t o  2 2 9 . 7  per  c e n t  
of t h z  n e t  c u m u l a t ~ v e   a l l o c a t i o n .  

G o l d  d l  s t r  l b u t  ion 114,681 ounceq 

D ~ r e c t  d l s t r ~ b u t  I a n  of Saudl Arabla c e d e d  to t h e  Trust Fund ~ t s  
p r o f l t s  f r o m  g o l d  s a l e s  share of p r o f l t s  from g o l d  s a l p s  amounting 

t o  USS21 3 m l l l l o n  

Contr l b u t  ion t o  Subs 1dv S a u d i  Arabla c o n t r l b u t e d  SDR 40 m l l l l o n  t o  t h e  
A c c o u n t s  0 1 1  fac 11 1 t y  s u b s l d v   a c c o u n t  Zt- h a s   m a d e  a 

commltrnent t o  c o n t r l b u t e  USS52 mllllon to t h e  
5FF s u h s ~ d y  account-, of w h l c h  t h e   e q u l v a l e n t  
o f  SDR 12  8 rnllllan h a s  been u t ~ l l z e d  
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Exchange rate system: 

T e c h n i c a l  ass is tance.  

Prev lous  c o n s u l t a t i o n s .  
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S i n c e  Scytenber 1975,  the exchange 
rate of the S a u d i  Arabian r i y a l  has 
b e e n  pegged t o  t h e  SUK a t  the rate of 
SKle  4 . 2 8 2 5 5  = SDK I ,  w i t h   m a r g i n s  of 
7.25 p e r  cent. S i n c e  mid-1981 obser- 
vance of these margins has been 
t e m p o r a r i l y   s u s p e n d e d .  The m i d p o i n t  
between  the b u y l n g   a n d  selling rates 
for the r i y a l  a g a i n s t   t h e  U.S. dol!ar 
I S  SK16 3.435 USSL. 

S i n c e  I975 t h e  Fund has prov ided  
S a u d i   A r a b i a   w i t h  seven  p r e b u d g e t  
technical assistance studies, the 
la tes t  of r h i c h  was p r e p a r e d  by the  
mission t h a t  visited S a u d i  Arabia i n  
November 1981.  A s t a f f  team v i s i t e d  
Kiyadh i n  J u n e  1961 t o  assist SAlW 
s t a f f   i n   e s t a b l i s h i n g   a n   i n - h o u s e  
c a p a b i l i t y  for economic   mode l ing   and  
s i m u l a t i o n .  

T h e  l a s t  A r t i c l e  IV c o n s u l t a t i o n  dls- 
cussions w e r e  h e l d  in K i y a d h   d u r l n g  
t h e  period March 29-April I ,  1981. 



Are a 

Origin of GDP at current  price8 
O i l  sector 
Non-oil GDP 

Governmen t   eec to r  
P r i v a t e  sector 

F i u c a l  years L/ 

Annual   changes  In  output 
end p r i c e s  

(1969/70) p r l c e s  
Governmen t   s ec to r  
Private sector 

Non-oil GDP a t  c o n s t a n t  

I m p l i c i t  non-011 GDP 
d e f l a t o r  2 1  - 

Cost of llving i n d e x  2 / 3 1  
" 

( m d d  le 1 ncome 
Saudi Arabians) 

Government f I n a n c e s  

Or1 r e v e n u e  
Other revenue 

Revenue 

E x p e n d i t u r e  
Current e x p e n d l t u r e  
Project  e x p e n d l t u r e  
Transfers t o  s p e c l a l l z e d  

c r e d l t   l n s t   l t u t  Ions  

Memorandum Item: 
P u b l l c  sector e x p e n d l t u r e  

on cash bas i s  4/ - 

2,240,000 rquate .. b i l  lomct et.  
1980/81 

(In per cent of t o t a l  GDP) 

69.3 
30.5 

( 12.8)  
( 1 7 . 7 )  

P r o v l s .  
A c t u a l  8 

1976/77  1977/78  1978/79  1979/80  1980/8l ' 1 9 8 1 1 8 2  

( I n  p e r   c e n t )  

16.9 
(12.9) 
(18.9)  

22.4 

23.0 

14.5 
( 1 3 . 5 )  
(15.0) 

16 .O  

4.0 

1 1 . 2  
( 1 3 . 2 )  
( 1 0 . 2 )  

7 . 3  

1 . 5  

12.1 
(10.1)  
( 1 3 . 0 )  

8.9 

2.4 

12.3 
(6.9) 

( 1 4 . 9 )  

7.6 

3.6 

135.9 
121.2 

14.8 

1 2 8 . 2  
43 .O 
54.7 

30.6 

7 . 7  

- 

- 

- 

104.6 

( I n   b l l l l o n s  of Saudl A r a h l a n  riyals) 

130.7 
114 .O 

16.7 

138.0 
70.6 
66.6 

0.8 

-7.3 

- 

145.1 

131.5 
115 .O 

16.5 

148.0 
53 .8 
7 7  .o 

17.2 

-16.5 - 

147 .O 

211.2 
189.3 

21 .9  

188.4 
58.4 

104 6 

25.4 

2 2 . 8  

178.4 

348.1  366.5 
319.3 327.9 
- 

28.8 38.6 

236.6 2 8 8 . 2  
89.7 1 1 5 . 7  
- 
123.1 144.3 

23.7 2 8 . 2  

111.5  78.3 - 

229.6 .. . 



- 14 - 

Saudi Arabia - Baaic Data  (Continued) 

Factors rf  fect ing  monetary 

1. Changes i n  foreign 
eese te  (net  1 

2 .  Changes in public 
eector deposi's 
(Increase-) 

3. Credit t o  prlvete 
s e c t o r  

4. Other items (net) 
5 .  Government net domest ic  

expendltures 
6 .  Prlvate  sector balance 

of peyrnent s p o s i t  Ion 
7 .  Change i n  money and 

quasl-money 5 1  
( I n  per cent-per annum) 

expans ion 

F o r e i g n  a s s e t s  ( n e t )  of 
banking  system (end 
of period) 

F o r e l g n  a s s e t s  of  SAMA 
Net foreign a s s e t s  of 

commercl el banks 

Crude 011 output 
In per c e n t  of- 
OPEC out put 
Wor Id output 

First 
E Leve n 
Hont hs 

1976/77 1977l78 1978179 1979180  1980181 'm 
( I n  billions of Saudi Arabian riyals) 

48.4 2.4 -18.2  45.9 135.1 126.4 

-31.1 14.4 15.5 -32.8 -118.5 -112.0 

-0.1 2.8 8.5 9.5 1 1  .o 6.3 
-4.2 -3.3 1.9 -1 1.4 -12.7 1.1 

62 . O  94.4 9 5 . 3  126.6  143.7 ... 
-45.4 -77.6 -98.0 -113.5 -127.1 ... 
12.9 16.3 7.8 11.3 14.8 21.9 

(52.7) (43.6) (14.5) (18.4) (20.4) (25.0) 

( I n  b~lllons of U . S .  dollars) 

59 . O  61.1  58.2 72.1 112 .o 147.3 
57.4 5 8 . 2  56.1  66.7 102.3 133.3 
- - - - 

1.6  2.9 2.1 5.4 9.7 14 .O 

1976  1977  1978  1979  1980  1981 

(In millions of b a r r e l s  per day) 

8.58 4.20 8.30 9.53 9.90 9.82 
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Balance of payments 2/ 
E x p o r t s ,  f . o . b ,  

Imports ,   f .0 .b .  
S e r v i c e 6   e n d   p r i v a t e  

t r a n s f e r a   ( n e t  1 

Of which: o i l  e x p o r t s  

Goods, s e r v ~ c e s ,   a n d   p r i v a t e  
t r a n s f e r s  

011 s e c t o r   c a p i t   a 1   ( n e t  1 
and  o ther   inward  
d i r e c t   i n v e s t m e n t  

O t h e r   p r i v a t e   c a p i t a l   ( n e t )  
and errore a n d   o r n ~ e s i o n s  

Commerc ia l   banks   (ne t )  
O f f l c i a l   f o r e i g n   a l d  
Other  o f f  1c1 el c a p i t a l   e n d  

r e s e r v e s   ( i n c r e a s e - )  

Poe 1 itu. 
1976  1977 1978 1979 1900 1981 

( I n  b i l l i o n r   o f  U.S .  d o l l a t e )  

35.5 
(35 .4)  
-10.4 

-7.6 

17.6 - 

-0.4 

-1.3 
-0 .5 
-3.3 

-12 .o 

40.2 37 .o 58.1 
(40.1 (36.9) ( 5 7 . 9 )  
-14.7 -20.0 -23,s 

-9.8 -15.3 -19.9 

15.8 1 . 7  14.6 - - - 

0.8 0.6 -1.4 

-1.5 0.9 -7.7 
-0.7 -0.6 -1.6 
-3.9 -3.9 - 3 . 5  

-10.5 1.4 -0 .4  

100.0 
(100.6)  
-28.2 

-25 .5  

46.9  - 

-3.2 

- 8 . 3  
-3 .7  
- 5 . 5  

- 2 6 . 2  

110.7 
( 1 1 0 . 5 )  

-34.0 

-24.6 

5 2 . 1  - 

3 . 4  

-6 .2  
-6.3 
-7 .O 

-36 .O  

1/ Based   on   the   I s lamlc  (Hijri)  year .   See   repor t   on   Recent   Economlc   Developments ,  
to-be i s s u e d  s h o r t l y .  
- 2 1  Annual   averages .  
3 1  The method for c a l c u l a t i n g   t h e  c o s t  of l i v i n g   I n d e x   h a s  b e e n  changed  on a number 

of-occasions I n  r e c e n t   y e a r s .  The d a t a  shown a r e   b a s e d   o n   t h e   s p l i c i n g  o f  s u c c e s s ~ v e  
I n d i c e s .  

l n y t l t u t ~ o n s   a n d   t l r n l n g   d i f f e r e n c e s   b e t w e e n   b u d g e t a r y  and  monetary  data .  
4 /  B u d g e t a r y   e x p e n d i t u r e   a d J u s t e d  for t h e   n e t   o p e r a t i o n s   o f   s p c c i a l l z e d   c r e d l t  

- 5 1  E q u a l s  i t e m s  1 t h r o u g h  4 or items 3 t h r o u g h  6 .  
6 /  B a s e d   p a r t l y  on s t a f f   e s t i m a t e s .  The following a n n u a l   a v e r a g e   e x c h a n g e   r a t e s  

(1; S a u d i   A r a b i a n   r l y a l s   p e r  U . S .  dollar) were used  1976 - SRls  3.53; 1977 - 
SRls 3.5251,  1978 - SRla  3.3996,  1979 - SRls  3.3608; 1980 - SRls 3.3267,  1981 - 
SRls  3.3826. 


