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ABSTRACT

STATE AND AGRICULTURE IN
SAUDI ARABIA

By

Saad A.N. Alsaaran

This study investigates the relationship between state
and agriculture in Saudi Arabia. The analysis examines the
nature of state involvement in agriculture (nomadic settlement
and agricultural support) and its outcomes and implications.

The findings suggest that the agricultural support
program (loans, subsidies and land distribution) plays a
crucial role in the expansion of agriculture and the growth of
its production. This growth, however, has not been large
enough to achieve a self-sufficiency or a major reduction in
food imports except in a few agricultural commodities
(i.e.,wheat and eggs). This program also contributes to crop
and agricultural concentration.

The study argues that current agricultural support
policies are undermining the long-term prospects of rural and
agricultural sector. First, farmers and agricultural
activities are becoming dependent on agricultural support,

which in turn is dependent on o0il, an unstable commodity and
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Saad A.N. Alsaaran
a depletable resource. Second, agricultural expansion has
accelerated the depletion of underground water, a major yet
limited source of water supplies. Third, there is a growing
dependency on imported agricultural machinery and foreign
labor.

The study contends that the Saudi state involvement in
agriculture either through nomadic settlement or agricultural
support has been largely driven by politics. Nomadic
settlement weakened the tribe as a politically-challenging
force and therefore facilitated the process of state
establishment. Through the agricultural support, the
government extended oil benefits to the rural sector,
generating a considerable support and legitimacy in the
countryside.

The agricultural support program's recent leniency
toward the establishment of large-scale capital intensive
farms contributed to capital "accumulation." But this role
contradicts the "legitimation" role played by the same
agricultural support to small farmers. This is because the
expansion of these large-scale operations is increasingly
dominating agriculture and undermining the small farmers.

Suggestions for future research in this topic are

provided.
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Chapter I

Introduction

This study presents an analysis of the relationship
between state and agriculture in Saudi Arabia by examining
three components of the government agricultural policy: land
distribution, agricultural loans and subsidies. It also
studies the impact of these policies on the agricultural and
rural sector, particularly in terms of changes in the
structure of agriculture such as: patterns of landownership,
size and number of holdings, concentration, mechanization,
labor, production, contribution to the economy and other
related issues.

These policies and the resulting changes are examined in
relation to the general political, social and economic
objectives of agricultural development in Saudi Arabia-- that
is, the diversification of the national economy through
decreasing dependency on oil (a depletable resource) and
improving the income and welfare of farmers and rural people.
These policies were also designed to maintain regional
balance, reduce inequality and keep rural people in rural
areas in order to avoid urban congestion (Fourth Development
Plan,1985).

Two major issues occupy studies addressing the

development of Saudi agriculture: 1) agricultural production
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and its economic viability and 2) physical and environmental
constraints such as water shortage ( e.g., Crary, 1951; Ebert,
1965; Beaumont, 1977; Joffe, 1985; Looney, 1988). The study's
focus transcends these economic and environmental aspects by
extending the analysis to include the political and social
dimensions. Through investigating these agricultural policies
and their impacts on the structure of agriculture, the study
provides insight about the nature and motive behind state
involvement in agriculture, and the social consequences of
this involvement.

This study is divided into seven interrelated chapters.
Following this brief introduction is Chapter II, State and
Agriculture, which reviews some of the relevant studies on the
relationship between state and agriculture in both developing
and developed societies.

Chapter III, Saudi Rural and Agricultural Sector Before
1970, provides historical background about the Saudi
agricultural and rural sector. Among the major issues
discussed in this chapter are: the nature of land holding and
ownership, cropping pattern, the rise of oil economy and the
rural urban migration and the process of planned nomadic
settlements.

Chapter IV, Saudi Rural and Agricultural Sector Since
1970, addresses the main agricultural objectives under the
development plans; the three major components of agricultural

policy since 1970; and some of the changes occurring in the

y .
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3
sector especially with regard to land cultivation, production,
agricultural employment, land holdings and the role of
agriculture in the economy.

Chapter V, The Role of Agricultural Policies on Rural and
Agricultural Changes, presents an assessment of the
contributions of the components of agricultural policy (land
distribution, subsidies and loans) to agricultural growth,
mechanization, concentration and labor. It also evaluates the
outcomes in relation to the pursued agricultural objectives.

Chapter VI, The Future of Saudi Rural and Agricultural
Bector, discusses this sector's prospects in connection with
the findings from Chapter V. It examines the linkages between
oil and the agricultural support program and the implications
of these linkages. It also addresses the issue of agricultural
expansion in relation to the limited supplies of water. In
addition, it provides comments on the implications of the
emerging structure of agriculture.

Chapter VII, Summary, Conclusion and Suggestions for
Future Research, highlights the main findings and points of
the study and attempts to relate them to the major findings
and arguments regarding the relationship between state and
agriculture. It also provides some recommendations for future

research in this topic.
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Chapter 11

State and Agriculture

Introduction

This chapter reviews some of the major studies and
arguments regarding the relationship between state and
agriculture. The discussion includes the motifs behind state
intervention in agriculture; the consequence of state
intervention, particularly with respect to agricultural
growth, concentration and labor displacement and the rising
inequality in the rural sector; and the nature of state
intervention.

Agriculture as a part of the economy has been a subject
of state involvement and intervention in both developed and
developing countries (Koc,1990). Although the nature and
extent of state intervention in agriculture differ from
country to country and, in the same country, from one epoch to
another, the fact remains that " agricultural policy is as old
as the state itself" (Granbery, 1986:243).

Irrespective of the nature of state intervention in
agriculture (collection of taxes, provision of subsidies, land
settlement, land reform or other forms), agricultural policies
in both developed and developing countries play a fundamental
role in shaping and restructuring the structure of the

agrarian economy (Koc, 1990).
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The increasing role of the state in changing the rural
sector's social and economic structures has been attracting
and generating a growing body of research in both developed
(e.g., Mann and Dickinson, 1980; Havens and Newby , 1986,
Granberg, 1986) and developing countries (e.g., Bedrani and
Bourenane, 1987; Titilola, 1987).

The focus of studies in this field has been on
understanding the nature and consequences of state
intervention in agriculture. The following sections,
therefore, attempt to present and discuss the major debates

and findings in this subject.

Motives Behind state intervention

State involvement in agriculture is attributable to a
range of economic and social factors. At the economic level,
agricultural policy attempts to stimulate agricultural growth.
State policy, whether in the form of land reform, subsidies or
other expenditures on agriculture, helps in the process of
capital "accumulation." (Granberg, 1986; Green, 1987). The

generated surplus is then channeled to stimulate and generate

growth in other tors of the y e.g., industry (Amsden,
1985; Birtek and Keyder, 1975; koc,1990). In this respect, the
development of agriculture per se, although desired, is not

the ultimate goal of state intervention. Agriculture is

.
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6
regarded as a main source of capital and a mechanism for
economic development.

Socially, state involvement in agriculture usually
attempts to solve or mitigate "structural problems" such as
income inequality between people in agriculture and people in
other sectors of the economy. It also assists in the
persistence and reproduction of small farmers, independent
producers (Granberg, 1986; Glavanis and Glavanis, 1983;
Friedmann, 1978). This is often referred to as the
"legitimation" function of the state (Green,1987).

The outcomes of state intervention in agriculture do not
always meet these objectives. As seen in the next section,
agricultural policies have often produced unintended
contradictory results, such as social inequality in the rural

areas.

Consequences of State Intervention

Production growth, agricultural concentration, labor
displacement and social inequality are among the major
phenomena found to associate with increasing state involvement
in agriculture. These interrelated issues are the subject of

investigation in the following discussion.







Agricultural Growth

Ample evidence suggests that the state agricultural
policy has contributed largely to agricultural development in
many developed and developing countries. Land reform and
government expenditures on agriculture (irrigation, research,
subsidies..etc.) have been found in many cases to yield
positive effects. (Sain, 1980; Amsden, 1985; Ashraf and
Bonuazizi, 1980; Mann and Dickinson, 1980; Granberg, 1986).

Bonanno (1988) argued that a direct result of the Italian
land reform was improved agriculture. Money that was paid to
the "latifundists" as compensation for the expropriated land
stimulated additional investment in agriculture. Elias
(1981,1985) found that in nine Latin American nations
(Argentina, Bolivia, Chile, Costa Rica, Colombia, Mexico, Peru
and Venezuela) "government expenditure policy is responsible
for at least 10 percent of the growth of agriculture output"
(Elias, 1981:10). His study revealed that government
expenditure affected agricultural output both directly and
indirectly through its impact on agricultural inputs such as
labor, capital and mechanization. In other words, government
expenditure on agriculture positively affected productivity
and overall output, contributing six percent (on average) to
the growth of agricultural output and twenty percent to total
productivity between 1950 and 1980.

In the Punjab state of India, Bhalla et al (1990) found

that by adopting and supporting the use of modern technology

y .
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8

(mechanization and seed-fertilizers), agricultural policy
brought about a "phenomenal increase in wheat and rice yields"
(p-9) . They praised government expenditures in agriculture in
areas like irrigation, researchwnd extension services, roads
and other rural infrastructure, arguing that these
expenditures contributed largely to farmers' adoption of new
technologies that in turn stimulated agricultural growth at a
rate as high as 4.6 % between 1950 and 1965. This led them to
conclude that " the policy lesson to be learned from the
Punjab experience is that large investment in rural and urban
infrastructure is a precondition for agricultural development
and for rapid growth of both agriculture and other sectors of
the economy" (Ibid:88).

In the United States, Mann and Dickinson (1980) indicated
that a major consequence of government support and sponsorship
of agricultural research during the "monopoly capitalism" era
was an enormous growth of agricultural production.

Yet, government policy and intervention in agriculture do
not always produce agricultural growth. For example, Bouami
and Raki's (1987) findings indicated that despite the Moroccan
state planning and expenditures on agriculture through credit
and other forms of assistance, the sector's " development
remained unsatisfactory" (p.172). Agricultural policy's
neglect of the traditional sector was seen as the primary
cause behind agricultural policy's failure to achieve

satisfactory growth.

V.
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9

Titilola (1987) found that the Nigerian government
adopted policies and programs to support agriculture (e.g.,
subsidization, extension and development, farm input supplies,
etc.) in an effort to achieve self-sufficiency. Yet "the
performance of Nigeria's agriculture has not been encouraging"
(p.361). His findings revealed that the agricultural share in
the GDP declined from sixty percent in 1964 to only eighteen
percent in 1980; its share of export dropped from seventy
percent in 1964 to less than five percent in 1979, with
steadily increasing food import expenses. Titilola attributed
such poor performance to several factors including " the early

neglect of food crops in favor of export crops" (p.356).

Agricultural Concentration and labor Displacement

Government intervention in agriculture has often been
accompanied by an expansion in the areas under the control of
a few large holdings. Ashraf and Banuazizi (1980) reported
that Iranian land reform increased land concentration. They
found that although the percent of holdings with more than one
hundred hectares remained at 0.2 % , total areas increased
from 8.7 % in 1960 to twelve percent in 1972. But the portion
of holdings with less than two hectares increased from forty
to forty five percent, while the area controlled remained
unchanged at only five percent.

During the "monopoly capitalism" era of the United States

V.
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10

development, the government adopted an "intensive"
agricultural policy, establishing and sponsoring agricultural
research and development. The research findings contributed
enormously to the growth of agricultural production. At the
same time they accelerated capital involvement in, and
domination of, agriculture (Mann and Dickinson, 1980). The
findings played a major role in developing technologies and
methods (e.g., machine, fertilizer, pesticide, refrigeration
..etc.) which helped in reducing and overcoming those
"obstacles" inherent to agricultural spheres, such as the gap
between labor time and production time and the perishability
of some agricultural commodities (Mann and Dickinson, 1978).

Concentration in U.S agriculture reached a point that
made Vogeler (1981) argue that the idea of "family farm"
predominance in U.S agriculture was becoming a "myth." He
supported Mann and Dickinson's (1980) findings, arguing that
government agricultural policy, through its support of
research at land grant universities and other support
programs, contributed to the decline of family farms and the
ascendancy of agribusinesses in U.S agriculture. Subsequent
studies on the role of state policy in U.S agriculture also
support this argument (e.g.,James, 1986; Havens,b1986).

Another major result of agricultwal research has been the
generation of various types of technology for agricultural
use. The application of these technologies have resulted in

major reductions in labor use in agriculture( Flinn and
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Buttel, 1980). These processes of agricultural concentration
and labor reduction in turn have contributed enormously to

rural-urban migration (Berardi, 1981).

Inequality in the Countryside

One major objective of 1land reform and government
intervention in agriculture has been to improve the quality of
life and conditions for rural people (Mathur,1980). Ashraf and
Banuazizi (1980) found that the Iranian land reform brought
some improvements in the "standard of living in rural areas"
(p.44) . The villagers' per capita expenditure rose from 7,205
rials in 1957 to 9,150 rials in 1971. Another related
consequence was the decline of sharecropping. Land reforms
transformed many sharecroppers and tenants into independent
owners. Similarly, Rhee (1980) indicated that the Korean land
reform not only transformed "landless tenants into independent
farmers," but also "liberated Korean farmers from the old
exploitative land tenure system (the landlord-tenant system)"
and created a more "modern egalitarian society" (p.340).
Bonanno (1988) found that the Italian land reform, through the
distribution of farms absorbed a large portion of labor
surplus reducing the " social tensions" in the country. He
also found that land reform weakened the struggle and movement
of the peasants to replace it with a solidarity with the
state. The peasants "saw the small plots of land they obtained

a4
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12
through the reform as the embodiment of their long-awaited
goal of being landowners" (p.141-42).

Nevertheless, this was not always the case. The
association between government intervention in agriculture and
rising inequality is commonplace. Sarma (1981) pointed out
that in India, achieving " self-sufficiency" in food was a
priority for agricultural policy, particularly in the 1960s.
To achieve such an objective agricultural policy adopted new
technologies based on high-yielding varieties programs.
Although some growth in food grain was achieved, Sarma found
this strategy resulted in widening disparities between farms
and regions. He also noted that the introduction of and
expansion in the use of technology-- particularly harvest
combines-- " resulted in labor displacement" (p.27). These
consequences, he argued, contradicted the main objectives of
the five year development plans which sought to " improve the
standard of 1living" and promote " the welfare of the
population" (Ibid:10).

Bouami and Raki (1987) argued that one factor behind the
low success rate of agriculture in Morocco was the uneven
growth generated by inequalities embedded in agricultural
policy, such as the policy's favoring irrigated areas. For
example, in 1979, while irrigated areas compromised only
twenty percent of grain production, it used 44.3 % of the
state's tractors. The dry area, which compromised forty

percent of the grain production, utilized only nineteen

V.
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13
percent of the state's tractors. A similar pattern was noted
for fertilizer use ( Ibid:173).

Inequality was also found in land distribution policies
which favored the "agrarian bourgeoisie." For example, in 1956
the agrarian bourgeoisie were granted access to 500,000
hectares; "small farmers" received only 350,000 hectares of
distributed land. Bouami and Raki (1987) contended that
although state assistance to agriculture claimed to assist
small and large farmers without discrimination, the big
farmers in practice were more "profitable" (Ibid:176).

In Nigeria, Titilola (1987) noted that the agricultural
policy's failure to achieve its goal of self-sufficiency was
only part of the story. Agricultural policy, he argued,
created a kind of inequality in the rural sector. The two
major factors found to be mainly responsible about such new
development were: 1) the Land Use Decree of 1978 which favored
the establishment of large-scale farms and 2) the unequal
treatment of farmers during the implementation of agricultural
projects such as the Agricultural Development Projects (ADPs)
financed by the World Bank. In these projects, some of the
farmers were selected as "progressive farmers" and given
special treatment in the distribution of agricultural inputs
(p.371).

The "Algerian experience" provides a similar example.
According to Bedrani and Bourenane (1987) after achieving

independence, Algeria demonstrated a sincere commitment to

V.
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improve the agricultural and rural sectors and to the
"righting of social wrongs caused by the colonial process"
(p.321). These social wrongs referred to the poverty of rural
people and the emerging gap between rural and urban
populations. To achieve these objectives the government
increased its support to and investment in agriculture through
land reform, technology, water resource development and soil
conservation and rehabilitation.

The outcomes of this policy, however, did not achieve the
pursued objectives. Despite some improvement of rural
conditions and the standard of living, "the rural-urban gap
has remained unbridged. In some areas, in fact, the gulf has
widened, thus providing continued impetus to the drift from
the countryside and from farming, while worsening production
conditions in the rural areas" (p.342).

"Agricultural welfare" was adopted in the United States
during the "monopoly capitalism" era to deal with the growing
problem among farmers of falling food prices due to
overproduction. The major objectives of this policy were to
curtail production and stabilize farm incomes. Farmers were
given public furds on the basis of participation in "acreage
allotments" and "marketing quotas." In addition, farmers were
paid to cover the "difference between the prevailing market
price for commodities and government 'target' or support
price," the "parity" policy (Mann and Dickinson, 1980:305).

This support program, Mann and Dickinson (1980) argued,
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played a major role in the process of agricultural
concentration and inequality. This was due mainly to the
method of support distribution. Distribution was carried out
on the basis of each farmer's proportional share to total
production. This method allowed big farmers to receive the
largest portions. For example, in 1969, 42.4 % of government
"benefits" were received by the "wealthiest" five percent of
the farmers, while the "poorest" twenty percent of the
farmers received only 1.1 % of these benefits. Therefore, they

concluded that

the consistent inequalities in the
distribution of farm benefits indicate a
growing divorce between the formal claim of
the government to be supporting and protecting
the family farm as the backbone of rural
America and the impact of its actual farm
programs which disproportionately benefit
large enterprises and hence further the
ruination of small holders (Ibid:308).

The Nature of State Intervention

In order to understand the inconsistent results from
state intervention in agriculture revealed by the proceeding
discussion, one must have an adequate grasp of the nature and
logic of state policies.

O'Connor (1973) introduced a theory called "the fiscal
crisis of the state." He outlined the process and factors

behind state involvement in the economy. According to
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O'Connor, the capitalist state worked to "fulfill two basic
and often mutually contradictory functions, accumulation and
legitimization"(p.6). Accumulation refers to the process in
which state expenditures assist the growth of private capital;
this, in turn, provides a source of power for the state.
Legitimation, on the other hand, denotes the process in which
the state, in order to maintain the loyalty and support of its
citizens, works to preserve "social harmony" in its society.

Although this theory was developed to explain the nature
of the United States governmental fiscal process, it was
extended to some extent to state agricultural policies in
capitalist states. State agricultural policy demonstrates a
contradictory nature (see Buttel, 1982; Marsden et al, 1986;
Green, 1987).

On the one hand, state expenditure for agriculture helps
small farmers (independent producers) to survive and cope with
the problems inherent to agriculture; it also improves the
welfare of rural people and farmers. In this regard the
state's involvement in agriculture is geared to fulfilling the
legitimation function. State's authority is legitimated in
exchange for farmers' benefits.

On the other hand, state intervention and support to
agriculture (e.g., subsidy and research) stimulates and
encourages capital involvement. While this increases
agricultural production and growth (accumulation), it also

leads to the process of agricultural concentration and the

V.
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displacement of agricultural labor and small farmers. The
result is a threat to the state's legitimacy. In order to
maintain its legitimacy, the state provides more spending and
support to agriculture, mainly to assist independent
producers. This circular and contradictory process continues,
giving rise to a dependent form of agriculture that constantly
relies on state assistance and intervention (Granberg,1986).

There is a reciprocal relationship between the state and
the economy. As the state's expenditure plays a major role in
shaping the structure of the economy, the reverse holds as
well. State policy and expenditure are affected by the nature
of its income source. In a country where the state derives its
income from " external" sources (i.e., oil exports), the state
usually has a distinctive relationship with the domestic
economy from that enjoyed by a state generating its income
from internal sources (i.e., taxes) (Luciani, 1987).

A state that generates most of its income from external
sources in the form of rent is called a "rentier" or
"exoteric" state; an "esoteric" state depends largely on
domestic sources of income. The source of the state's income
is the influential factor of this categorization. Therefore,
rent externality is crucial to the concept of a rentier state
(Madhavy, 1970; Beblawi, 1987; Luciani, 1987).

A rentier state is the recipient of external rent
(revenues) and acts as the mediator between external revenues

and the rest of the economy. In other words, the rentier
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state, as the recipient of the external revenues, ends up
distributing these revenues to its population. This means that
a predominantly rentier state will be a distributive or
"allocation" state (Abdel-Fadil, 1987; Luciani, 1987). The
Arab oil states (including Saudi Arabia), having depended
largely on oil exports as their main source of income which is
then distributed to the rest of the population, represent an
excellent example of both rentier and allocation states
(Beblawi, 1987).

The external source revenues (oil exports) fundamentally
influence the relationship between the state and the domestic
economic structure. A state that receives a substantial part
of its income from abroad not only plays the dominant role in
the economy but usually also enjoys a substantial "autonomy"
from the domestic socio-economic structure. The revenues from
external sources (oil exports) free the state from raising its
income domestically. They also improve the state's ability,
through allocation, to generate legitimacy, thereby increasing
its stability (Luciani, 1987).

Because of its reliance on taxation, the production state
has a vested interest in the expansion and growth of the
income base from which taxes can be levied. But for the
rentier state that depends on income generated from abroad,
allocation is the only relationship it needs to have with its
domestic economy (Ibid). In fact, a rentier state, by "being

independent of the strength of the domestic economy, does not

.
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need to formulate anything deserving the appellation of
economic policy: all it needs is an expenditure policy
(Ibid:74).

Yet, it has been argued that a state will tend to be more
stable in history if it commands sufficient resources to
ensure its survival (Ibid). In this regard, it may be
concluded that since oil, the principal foundation of the Arab
oil states economy, is a depletable, non-renewable resource,
the allocation state of the Arab oil countries is certainly "
a passing phenomenon" (Ibid:82).

There are two possible options facing the Arab oil
allocation states: on the one hand, they may continue without
change until the final drop of their oil is exported. At that
time, they may simply fold up and the countries collapse
economically. On the other hand, being confronted with rising
internal demands that are more than they can handle or by
opinion and pressure from the outside world, they may pursue
a policy of economic diversification, gradually turning into
production states (Ibid).

It is not surprising to see that in Arab oil states
(including Saudi Arabia) an attempt is being made to pursue a
policy of economic diversification. The states have been
utilizing oil revenues to expedite this process of economic
diversification through spending part of the oil income on
productive projects and activities-- agriculture. This process

of diversification is intended to both decrease the dependency
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on oil in order to prolong its life and to strengthen the
economic base so the state can resort to a new source of
income (taxes) when oil prices and revenues tumble or when oil
runs out.

In this respect, the allocation state's expenditure
converges to that of the production state. On one hand, it
aims largely at generating the support and loyalty of its
population and hence its stability, the legitimation function.
On the other hand, it attempts to induce and stimulate the
growth of the domestic economic base that will ensure against
oil depletion, hence the state's long-term stability, the

accumulation function.
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Chapter III

Saudi Rural and Agricultural Sector Before 1970

Introduction

Saudi Arabia lies within the harsh environment of the
arid zone. Except in the mountains of the southern region
which receive some moisture due to monsoons, rain is very
scarce and irregular (El-khatib,1980). Yet, people inhabit
this desert region, having survived for many centuries. Two
major activities assisted in their survival-- settled
agriculture, which developed in oases along the valleys, and
nomadic herding. This chapter discusses the nature and economy
of these two activities and how they were affected by the rise
of the o0il economy and state policies before 1970. The
discussion covers issues such as land holding and ownership,

patterns of cropping and planned nomadic settlements.

Land Holding

Land holdings were generally very small. Most holdings
did not exceed one hectare (Senani,1983). Stevens (1972)
indicated that in the Al-hasa oasis in the eastern province of

the country, more than seventy per cent of the total holdings
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were less than one hectare (ha.) in size. In the oasis of

Unayzah, in the central province, Sharif found that in 1961
twenty percent of all land holdings were half a hectare or
less; forty five percent were 2.5 hectares or less and only
twenty percent were more than 10 hectares (Altorki and
Cole,1989).

According to the first national agricultural census
(conducted between 1960 and 1964 and hereafter referred to as
the 1964 agricultural census) 87,111 agricultural holdings in
the country covered a total area of 462,614.6 ha. (Ministry of
Finance and National Economy, 1967). This means that on
average the size of the land holding was 5.3 ha. Table 3.1
presents a land holdings classification according to size of

the holding as found by the 1964 agricultural census.

Table 3.1 Number of Holdings Classified by
Holding's Size in 1964

Size (Donum) No. of Holdings % of Total
Less than 5 43444 49.87
5-50 36470 41.87
50-100 3687 4.23
More than 100 3510 4.03
Total 87111 100.00
ource: Ministry o inance and Nationa

Economy,1967:138. Note: 10 donum= 1 ha.

Ii is clear that more than ninety percent of the total
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holdings in the country did not exceed 50 donums or 5 ha ( a

standard that was set up to be the minimum for 1land
distribution as seen in the next chapter).
Many factors worked to limit the size of land holdings:

1- a general low level of mechanization and technology use
in agriculture.

2- a limited access to arable land. Lands that could be
cultivated at that time, given the low level of mechanization,
were limited to some oases where surface water was in
abundance and accessible or to the southern mountains with a
higher relative availability of rain.

3- fragmentation due to the inheritance system.

4- limited access to markets. In the past transportation
was based on camels and donkeys. In addition, the country had
a low population. The best estimate put the population at
4,649,100 in 1958 and 5,362,284 in 1965 (AL-ruwaithy,1979).
Beside the small size of the population, income was limited as
well resulting in a low level of consumption particularly
among the nomads and rural people. This limitation of
consumption and market reduced the demand for agricultural
products and hence the need to farm more land and produce

crops. Therefore, agriculture was subsistence-oriented and

4

limited to some exchange with nearby ities or

(e.g., Twitchell,1953; Dequin,1976; Al-ruwaithy,1979; Hajrah,

1982; Al-sadairy,1984).
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atterns

In settled agriculture most land holdings were owned and
operated by their owners (Hajrah,1982). According to the 1964
agricultural census about ninety two percent ( 421,961.2 ha.)
of the total area of holdings (462,614.6 ha.) owned and
operated by holders, while only eight percent (or 40,653.4
ha.) was rented (Ministry of Finance and National
Economy,1967). However, there was a variation among the
country's different regions. For example, in the eastern
province sharecropping was common. In the Al-hasa oasis, for
instance, it was reported that as much as fifty percent of
the holdings were exploited by sharecroppers, due to the
increase of the oil industry which attracted many of the
landowners (Joffe,1985).

A similar situation occurred in the central province.
Altorki and Cole (1989) indicated that farmers in the Unayzah
Oasis in the Qaseem region used sharecropping as the most
common practice. The farmers ( or "fallalih") would enter into
sharecropping arrangements with the land owners, most of whom
were merchants. The most common arrangement used was one
where the landlord provided developed land, including a well.
The sharecropper provided seeds, animals, fertilizers, labor
and irrigation costs. The landlord received one-third of the
wheat; one-third of the palm trees produce or a combination of
the two. The sharecropper received the remaining two-thirds

plus any other crops grown on the land (Altorki and Cole,
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1989) .

Among the nomads, land ownership was of a different type.
Each tribe had a certain area called "dirah" (or dira) where
they camped during the summer season and practiced some
cultivation activities. The dirah was surrounded by grazing
land that the tribe roamed, searching for suitable places for
their livestock to graze. Each tribe owned the right to
protect its dirah and the surrounding land in a normative
system of rights and duties known as the "hema." The dirah and
the hema were collectively owned and protected by each member
of the tribe. The collective ownership entitled each member of
the tribe to freely roam and graze his/her animals (e.g., Al-
fair,1977; Cole,1980,1981).

The delimitation of tribes' territories was in most of
the times flexible and changeable based on the tribes'
agreements and the changing conditions of grazing. Frequently,
however, there was a lack of agreements and therefore the
intrusion of some members of a tribe (usually for grazing,
wood cutting and hunting) in what another tribe considered its
territory easily erupted into conflict and fight between the
tribes. In fact, inter-tribal fights and raids whether because
of territorial encroachment or camel confiscation was an
integral "part of the basic economic and political life of the
desert as an expression of the continuous struggle for
existence" (Senani, 1983:8; also see Al-fair,1977).

Rights to individual property were of no value to the
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nomads. This was because of the nature of their economy and
way of life which were mainly based on spatial mobility.
Nomads roamed the desert in search of vegetation and grass
following the fall of a scarce rain (Senani,1983).

In 1953 the government issued a decree abolishing the
hema system and making all rangelands accessible to any one
who wished to graze the lands (Cole,1980; Hajrah,1982). The
objective of such a decree was "to remove one of the major
reasons underlying the endemic warfare and feuding
characteristic of Arabia before the consolidation of the
present nation-state of Saudi Arabia" (Cole,1981:142).

However, the abolition of the hema system accelerated the
disintegration of the tribe, the main political, social,
military and economic unit in Arabia. At the same time, the
decree contributed greatly to the process of central
government development. The abolition of the hema undermined

the political independence of the tribe because

it replaced the practice of agreements and
alliances between tribes, upon which the
tribes depended in order to be able to exploit
the resources of another dira, with an all-
embracing code. In this way the state asserted
its right to intervene in a field which until
then had been the domain of tribal politics.
Thus the tribes lost one of their principal
functions, that of protection and management
of the communities' interests as regards
access to the resources (Fabietti,h 1982:193-4).
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Patterns of Cropping

Wheat, barley, grapes, watermelon, tomatoes, onions and
some other kinds of cereals, vegetables and fruits were grown
in the country. However, dates were the main crop. Dates were
the population's main diet and were the most suitable crop for
such a harsh environment with the scarcity of water and a high
degree of soil salinity (Twitchell,1953; Ebert,1965;
Senani,1983). Ebert (1965) indicated that in the Al-qutif
oasis, in the eastern province, about ten thousand acres of
the land were under irrigation. Ninety percent were devoted to
date palms. Table 3.2 below indicates the area and production

for major crops in the country in different years.

Table 3.2 Area and Production for Some Agricultural Crops
(area in ha. and production in metric ton)

Crop 1950 1957 1963

Area Output| Area Output| Area Output
Wheat 21800 20200| 43800 42836| 89890 129201
Barley 17163 15268| 23800 23800 29182 48244
Other 28875 35832| 87800 102179| 56857 58790
All Field
Crop 67838 71300|155400 168815[175929 236235
Vegetables 4128 29226 3000 21240 33132 345485
Dates 21752 150000/ 43900 23500| 22281 257606

Other Crops| 1598 105131 5100 334250 11487 86000

All Crops 95316 355657|207400 547805(242829 925326

Source: Al-Sadairy,1984:172.
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The cultivated area, as illustrated by table 3.2, was
very small compared to available cultivable lands in the
country. Available data indicate that a total of about 4.5
million hectares could be cultivated in the country (El-
khatib,1980; Tuncalp and Yavas, 1983; Elgari, 1983). This
means that in 1963 only about five percent of the arable land
was under actual cultivation.

Until the early 1960s the method of farming was a simple
one. Farming was performed by human-power with additional use
of animals in plowing the land and bringing water from the
wells. Crary (1951) indicated that in the Alhofuf oasis in the
eastern province "cultivation is entirely by hand. No animal
has been observed doing any plowing or cultivating work. In
contrast with Al-karj, where bullocks are frequently used. The
farmers' only tools are large and small mattocks and a sickle-
type hand knife" (p.38).

The introduction of mechanization into Saudi agriculture
was accomplished through two processes. The first was the use
of pumping machines for irrigation and the second was the
utilization of tractors for plowing and cultivating the land
(AL-Zaidy, 1980).

The first use of agricultural machines was in the Al-karj
project in 1937. Some Pumps were imported followed by six
tractors to the same project (Crary,1951). However, this was
mainly for experimental and demonstration purposes and it took

some time for increased availability and acceptance by the

-
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general farming population. The 1964 agricultural census found
that the number of agricultural machines in the country
consisted of 24,936 irrigation machines, 277 tractors and 49
threshers (Ministry of Finance and National Economy, 1967).
Since 242,829 ha. were under cultivation in 1963 (Table 3.2),
there was an irrigation machine for each 9.7 ha, a tractor for
each 876.6 ha, and a thresher for each 4,955.7 ha. In other
words, the mechanization level was still quite low despite the
twenty-five year period since the first appearance of
mechanization in Saudi Arabia.

The nomads roamed the desert following the grass after
the rain falls. They raised sheep, goats and camels. Camels
in particular were the principal livestock, not only because
they were better adapted to desert conditions but also because
they constituted the main source of wealth and living for the
nomads. Camels provided a main source of food (meat and milk),
clothing, housing material and transportation. In addition,
selling camels was a major source for needed cash. In short,
camels were the symbol of life and wealth to the nomads
(Senani, 1983; Cole, 1981).

However, the abolition of the hema system in 1953 and the
increasing availability of trucks to the nomads (thanks to
governmental loans and subsidies through the agricultural
ministry) accelerated rangeland destruction. Making rangelands
accessible to any one who wanted to graze them and the easy

mobility provided by the trucks led to overgrazing and the

V.
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inevitable deterioration of the rangelands.

Surveys conducted by the Saudi Ministry of Agriculture
between 1960 and 1964 found that the total areas of the
rangelands amounted to 120,671,825 ha. About twenty eight
percent (or 33,674,775 ha.) of these areas were completely
destroyed (El-khatib, 1980). Table 3.3 provides a
classification of the rangelands based on the assessment of

these surveys.

Table 3.3 Classification of the Rangelands' Area

Range Land Classification Areas (ha.)

Excellent 10188437
Good 37557168
Fair Land Not Denuded 39251445

Poor Land Completely Destroyed 33674775

120671825

Adgriculture and the Economy

‘When Saudi Arabia emerged as a nation-state in 1932, the
economy was little more than subsistence-based. Agriculture,
which encompassed cultivated oases and nomadic herding, was

the main economy base. It provided both the livelihood of the



popu.

2se
o1
to t

vater

O >+ O O M s

Jovep,



31

population and was the main source of employment. Agricultural
oases were self-sufficient and subsistence-oriented as was the
nomadic herding. These activities were well-suited and adapted
to the harsh environment and its scarce resources (i.e.,
water). "The mode of production under which the bedouin
operate does not lead to increased production of any thing
beyond the bare necessities." ( Cole, 1981:130). However, some
limited exchange and trading existed between oases and also
with the nomads and nearby towns and countries (Stevens, 1972;
Senani, 1983).

0il production in commercial quantities in the early
1950s rapidly began to reverse this equation. 0il not only
began replacing agriculture as a major sector of the economy
but also impacted agricultural activities in various aspects.
After studying nomads in various parts of Saudi Arabia,
Ibrahim and Cole (1978) concluded that

economically, the significance of the bedouin
in saudi life has undergone dramatic change in
recent decades. Owners of huge herds of
camels, sheep and goats, the bedouin in pre-
oil times accounted for the greatest wealth of
the nation. This important economic role,
however, has been eclipsed in the last quarter
century by the wealth derived from oil(p.3-4)

Increased o0il revenues (Table 3.4 ) provided the

government with capital to invest in developing the Saudi
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infrastructure. Because government expenditures were tilted
toward urban centers and oil-related industries, more
opportunities and better living conditions rose in the urban
centers (Minstry of Planning, Third Development Plan 1980-
85:59, Fourth Development Plan 1985-90:419-421; Ministry of
Municipal and Rural Affairs, 1984:22). Two major consequences
resulted that were related to agriculture. First, rural people
and the nomads began migrating to urban centers in search of
their share of the wealth. Because of this growing rural-urban
migration, particularly among young people, agriculture began
to rapidly deteriorate. This was not only because many farmers
abandoned their farms, but because the agricultural 1labor
market drastically decreased. At the same time, wages were
increasing to the extent that farm income was no longer able
to cover labor costs (e.g., Al-ruwaithy 1979; Al-sharif,1986;
Lackner,1978; Cole,1981).

The magnitude of rural-urban migration was very high. For
example, the best estimate in 1932 put the percentage of the
nomads at 57.69 % of the total population. By 1974 nomads
constituted only 26.9 § of the total population (Al-ruwaithy,
1979). Agricultural employment (including nomads), on the
other hand, was estimated at ninety percent in the 1950s. By
the early 1980s it had dropped to only twenty five percent
(Nyrop,1984) . Lackner (1978) pointed out that "in 1969, in the
Garith, Sulays Bishak and Khamis Mushayt regions of Asir....
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Table 3.4 0il Revenues 1950-- 1969
(Million US $)

Year Amount Year Amount
1950 56.7 1960 333.7
1951 110.0 1961 377.6
1952 212.2 1962 409.7
1953 169.8 1963 607.7
1954 236.3 1964 523.2
1955 340.8 1965 662.6
1956 290.2 1966 789.7
1957 296.3 1967 909.1
1958 297.6 1968 926.8
1959 313.1 1969 949.0

SAMR, Annual Report 1962

(South-Western Region)... 13,500 men between the ages of 15
and 55, out of a population of 37,500 men of this age group,
had abandoned nomadism and left the region." (p.175) As table
3.5 indicates, the major cities in the country witnessed a
phenomenal growth. In light of the previous argument, this
growth may be attributed in major part to rural-urban
migration.

The degree of agricultural deterioration was obvious
particularly in the southern region. Al-sharif (1986) found
that in Jizan the cultivated lands numbered 110,000 ha. in
1968; by 1973 only 43,880.7 ha. were under cultivation-- a

loss of 66,119.3 ha. or sixty percent in five years.
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Table 3.5 Population Growth in the Major Cities of

the Country
—
City 1940 (a) | 1962 (b) | 1970 (b) 1974 (a) I
Riyadh 30000 170000 350000 672382
Jeddah 30000 148000 250000 568046
Makkah 80000 159000 300000 366801
Taif 5000 54000 100000 282913
Hofouf 30000 115000 130000 237990
Medinah 20000 72000 85000 198186

ource: (a) Al-angary, 1 : ; enani,

Available data indicate that this agricultural
deterioration resulted in a continuous decline of
agriculture's contributions to the total gross domestic
product (GDP). Table 3.6 shows that agriculture's share in
the total GDP declined from ten percent in 1962 to about six

percent in 1969.

Table 3.6 Share of Agriculture in GDP
(Million SR at current prices)

Total GDP Agricultural GDP
Amount %

8603.7 866.2 10.0
9205.2 908.8 9.9
10257.5 874.4 8.5
11775.6 839.4 7.1
13078.6 862.4 6.6
14458.1 895.7 6.2
15810.2 974.4 6.2

= ’ ’ . .
(US $1 = 3.75 SR 1991 prices (Asharg
Al-awsat, 1991, 14 (4735):12)].
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Second, o0il revenues not only led to an improved standard
of living but also attracted many expatriates to work in the
0il industry and related infrastructures. These two factors
increased the level of food consumption and introduced changes
to the dietary system which, in turn, raised the demands for
food. Stevens (1972) pointed out that a survey conducted by
ARAMCO (Arabian American 0il Company) on its Saudi employees
found that

between 1962 and 1968, there was an

increase in average household expenditure

of 47 per cent from £ 792 to £ 1165 with the
amount spent on food rising from £ 407 to

€ 575. When this expenditure on food is
analyzed, the amount spent on fresh fruit and
vegetables has increased far more rapidly
than on any other category of food with over

£ 111 being spent on these commodities in 1968
(p.325)

The rapid increase of demands for food made 1local
production unable to meet the demands for food. Food imports
was an immediate solution and grew dramatically. Total food
imports increased from 41,679 tons in 1947 ( Asfour,1965) to

702,210 tons in 1969 ( Al-sadairy,1984).
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State and Agriculture

The first attempt by the government for the planned
settlement of nomads (or "guided sedentarization,"
Fabietti,1982) accompanied the process of unifying the country
under one central government. To achieve this objective, King
Abdulaziz, the founder of Saudi state, "knowing that a modern
political state could not be realized while social disorder
prevailed in the country, resolved to undermine nomadism
gradually by settling the bedouins around water points"
(Hajrah,1982:40).

Under Abdulaziz's order, many places within the tribal
rangelands were prepared and the nomads were given incentives
to settle in such places. These places were known as "hejar"
(or hijer). The incentives included subsidies for daily
subsistence and assistance in farming such as seeds for crops
(Ibid).

The hejar settlement policy lasted from 1912 to 1932,
when Saudi Arabia was organized into a nation-state. There is
no agreement on the number of hejar established estimates
range from 122 to 550. But the policy succeeded in settling
a large number of nomads and their tribes. For example 40,000
persons were settled in Motir centers, 30,000 in Utaiba
centers, 40,000 in Harb centers and 50,000 in the Shammar, Al-
Awazim and Al-Murrah centers (Ibid:38).

However, the hejar policy was not a complete success.

Some hejar collapsed and their residents moved either to other
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settlements or urban centers. Some even returned to nomadism
(Cole,1981).

Many factors contributed to this failure:

1- the unfamiliarity of some nomads with farming.

2- the discovery of oil and ensuing opportunities for
better living conditions near the oil sites which attracted
nomads' migration.

3- the circumstances accompanying the establishment of
hejar. Many hejar were hastily established without prior
studies of their suitability for agriculture in terms of water
availability, fertile soil and access to markets (e.qg.,
hajrah,b1982).

The second stage for nomadic settlement was largely
triggered by social factors. In the early 1960s a severe
drought hit the country particularly in the northern section.
Many of the nomads' livestock died and they grew desperate in
their search for assistance. The government, represented by
the Ministry of Agriculture and Water responded immediately,
establishing a large project for nomadic settlement in the
north with the objective to assist the nomads financially and
provide them with help to continue cultivation in an attempt
to raise their standards of 1living and establish a more
reliable source of income and livelihood (Cole,1981; Hajrah,
1982).

The Ministry of Agriculture and Water allocated a sum of
2,040,000 SR (Saudi Riyal) in the 1960 budget for this
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project. However, costs continued to increase until they
reached 12,726,888 SR (US $ 2,828,197) by the year 1970 when
the policy came to an end. The project encompassed 29 hejar
(settlements) and benefitted 644 utilizers (families) who
received an average of about 1.6 ha. of land each totaling
1,024.54 ha. of farmed area. The ministry also provided 259
irrigation pumps (Hajrah, 1982).

Due to project's urgency, it was established without a
full study to determine the availability and suitability of
water, soil and other factors. Some problems of water shortage
and soil salinity rose later, leading to the abandonment of
some farms and even to the collapse of some settlements.
However, the project realized some economic and social gains.
For example, the cultivation of these areas increased
agricultural production. These settlements became sources of
supplies for dates and vegetables to the neighboring towns.
Also the project helped in providing social services, such as
education and health, to the nomads who settled and to those
who came to the settlements for summer camping (Ibid).

The success of the nomads' planned settlements in such
hejar was only partial at best. Many nomads 1left the
settlements, making their way to urban centers ( Al-
fair,1977; Lackner,1978; Al-abbadi,1981; Cole,1981). In this
regard, the settlements played a major role as "instruments
for the transition process between nomadism and sedentary

life."” (Lackner,1978:177) In these settlements the nomads
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lived a semi-nomadic way of life. They continued herding and
at the same time practiced settled agriculture, living in
permanent houses. Their children received education which
taught them the skills they needed to operate in new social
and economic arrangements. The settlements helped the "nomads
make the socio-psychological transition between nomadic
herding and the tribal solidarity associated with it, and the
urban context, where relations are impersonal" (Ibid:177).

The above cases of land distribution mainly targeted
nomads. For the rural areas, another system of land
distribution was introduced by King Abdulaziz in 1939. Under
this system public land was leased to potential farmers. The
terms of the agreement dealt with the local governor but the
lease had to be approved by the king. Under such a contractual
procedure the lessee, after the expiration of the ten year
lease, owned three quarters of the holding and the remaining
quarter belonged to the government. Every year the lessee had
to pay a quarter of production in kind to the government
without deducting any costs or expenses for the services from
the government's share. However, in practice the government
did not receive any produce for its share from any lessee,
even from those whose leases had expired. Until this policy
expired in 1972, a total of 2,087 leases were recorded, mainly
in the eastern province (Hajrah, 1982:51).

Distributing land along the contracting procedure was

not sufficient enough to meet the growing demands for land
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ownership, particularly in the 1960s. Between 1960 and 1965
about 4,627 applications were submitted to the ministry of
agriculture. Such increasing demands caused the government to
review its policy of land distribution . The Ministry of
Agriculture and Water undertook major surveys to determine
suitable and viable land for agricultural use to be
distributed to potential farmers. At the same time, a series
of discussions and debates were held between the Ministry of
Agriculture and Water, the Ministry of Finance and National
Economy and consultants for the Cabinet of Ministers. The
result was a formulated national policy for land distribution
known as the Public Land Distribution Ordinance (PLDO) that
was approved by a royal decree in 1968 and is still in effect
(Hajrah,1982).

Because this ordinance's implementation mainly began in
1970, its discussion shall be reserved for the next chapter.
In the meantime, it should be indicated that the distribution
of land was not limited to the normal procedure under the
supervision of Public Land Management Department at the
Ministry of Agriculture and Water even after the PLDO was
issued in 1968. As Table 3.7 shows, about 2,973.6 ha. of land
were given to individuals by royal orders between 1964 and

1971 (Ibid).
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Table 3.7 Lands Distributed by Royal Orders 1964-1971

Distributed Areas Number of
(Donum) Beneficiaries

11425.8 57
4078.0 119
883.0
410.0
8089.4 317
3850.0

Two major government agencies were (and are) involved in
agriculture: the Ministry of Agriculture and Water (MAW) and
the Saudi Arabian Agricultural Bank (SAAB). MAW was
established in 1953 to carry the following responsibilities:
agricultural related researches, training and eduction for
agriculture, provide subsidies to agricultural inputs ( such
as seeds, fertilizers,machinery), establish agricultural
related infrastructures and projects (such as dams and roads)
and the provision without charge of protective materials for
plants and animals ( e.g., herbicides, insecticides and
pesticides) and land distribution as indicated earlier (Al-
Turki,1986; El-khatib,1980).

To fulfill such a task, the Ministry was provided with a
growing allocation in the national budget. MAW budget
increased from 287 million SR in 1965 to 487.5 million SR in

1969. Most of MAW's efforts and expenditures during the 1960s
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focused on conducting studies and surveys to explore and
determine the feasibility and potential of agricultural
development in the country, particularly in terms of water
availability and arable lands. |

SAAB was established in 1962 and began its operation in
1964 to "act as government credit center to finance the
various fields of activity in agricultural sector" (SAAB:4).
SAAB provided three types of loans: short-term, medium- term
and long-term.

The short-terms loans are directed to activities related
to seasonal crop production and marketing such as seed,
chemical fertilizers and plowing charges. Loans in this
category are given for a period not exceeding one year
(SAAB:5) .

'Hedium-term loans, extend to more permanent activities
and agricultural equipment such as engines, pumps, irrigation
equipment, well drilling, machinery, construction of watering
facilities, water reservoirs, collection pools, rooms for
machinery and workers, pipe bleachers and green houses in
addition to costs of shoots and nursery plants, manure and
fertilizers, fishing gear and bee-keeping requirements and
leveling costs. This type of loan extends for a period not
exceeding 10 years (Ibid). Table 3.8 shows that between 1964
and 1969 SAAB provided a total of 69,979 thousand SR in short-
and medium-term loans covering a variety of agricultural

activities.
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Table 3.8 Agricultural Loans 1964-69 Classified
by Fields (Thousand SR)

Fields of Loans
Hachinerg Fertilizer Other Total

1964 3468 127 3595 4545
1965 7883 158 1987 9928
1966 7948 241 5104 13293
1967 7099 235 4666 12000
1968 6936 349 6592 13877
1969 7769 410 7957 16136

41003 1520

Agricultural Bank in Twenty Years.

It is clear from Table 3.8 that 41,003 thousand SR or
sixty percent went to agricultural machinery (pumps, engines
and ploughing machines) during this period. The number of
machines financed by SAAB loans included: 60 ploughing
machines, 8,525 engines and 5,443 pumps (Ibid:50-51).

The Long- term loans "are extended for a period not to
exceed 25 years and cover fallow land reclamation of large
areas.” (SAAB:5) SAAB never reports data pertaining to such a
type of loans an indication that they are seldom, if ever,
granted.

It should be indicated that SAAB loans are interest-free.
However, SAAB does charge 30 SR on short-term loan (for the
first time and 15 SR thereafter) and 80 SR on medium term
loan. This charge covers inspection fees and is designed to
ensure the seriousness of the applicants (Ibid:6). To

guarantee repayment of its loans, SAAB requires one of the
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following options:

1) mortgage of fixed assets,

2) gold or jewelry,

3) unconditional and irrevocable bank
guarantee issued by a commercial bank
operating in Saudi Arabia which is
acceptable to Agricultural Bank as being
in sound financial position,and

4) personal guarantee by one or more persons
acceptable to the Bank and whom the Bank
considers financially able (SAAB:6).

Loan collection is a process that SAAB takes seriously
to the degree "that the Bank refrains from giving loans to
farmers who delay or fail to pay their installments when due
without just cause." (Ibid:13) Such a policy helped SAAB, as
Table 3.9 indicates, to collect more than seventy percent of

each year's total dues.

Table 3.9 The Collection of SAAB's Loans 1964-69
(Thousand SR)

Total 3
Collected | Collected

68 89.0
1189 83.1

3401 80.5
6317 77.9
8386 74.2

Beginning 1973, SAAB disbursed subsidies for various
agricultural activities. This issue, however, will be dealt
with in the next chapter. A
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Conclusion

This chapter offered a discussion of Saudi Arabia's Rural
and agricultural situation before 1970. The main objective
was to provide a background and an introduction to a more
detailed analysis in the next chapters of the Saudi
agriculture in 1970s and 1980s which is the main focus of the
study. Understanding major issues such as past cropping
patterns, 1land holdings and ownership and the nomadic
settlements is not only valuable in itself but also necessary
if the current situation and policy of Saudi agricultural and
rural sector are to be fully understood and appreciated.

It was apparent from the discussion that agriculture was
largely subsistence oriented. Because of this and other
factors, such as limited mechanization, land holdings were
generally very small.

The rise of o0il economy and the subsequent opening
opportunities in the urban centers and oil sites triggered a
massive exodus among the nomads and rural people. This in turn
left a marked impact on agriculture.

Three steps of state involvement in agriculture took
place before 1970: 1) nomadic settlement, 2) abolition of the
tribal hema system, and 3) the establishment of the ministry
of agriculture and the agricultural bank. The first two steps
played a major role in the establishment of the state. The
second provided some assistance to the process of agricultural

mechanization and generated some data regarding agricultural
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potentials and constraints which provided a base for
subsequent agricultural planning. Furthermore, the abolition
of the hema transformed some of the unutilized arable land to
the public land (owned by the government) which served as the
basis of public land distribution as will be seen in the next
chapter.

The next chapter, will address Saudi agricultural and
rural sectors after 1970. The selection of 1970 as a dividing
point of the development of agriculture into two stages, pre-
and post- 1970, does not imply a separation. They represent
both a single and a continuous process of development and
change.

Two major factors suggested this distinction. First, and
most important, 1970 coincided with the inception of planned
development which was inaugurated by the First Development
Plan (1970-1975). The development plans began approaching
each sector of the economy, including agriculture, with
systematic-and well-organized strategies for change and
development. Second, in the early 1970s, particularly after
the o0il embargo, o0il revenues rapidly increased as did the
process of agricultural and rural transformation.

Therefore, the main focus of the next chapter will be a
discussion and an analysis of the agricultural objectives and
policies under these development plans and the main changes

that accompanied these policies application.



Chapter IV

Saudi Rural and Agricultural BSector S8ince 1970

Introduction

This chapter discusses the Saudi rural and agricultural
sector during the past twenty years. This period was covered
by four development plans extending for five years each. The
discussion addresses the main objectives of agricultural
development under each plan; the government agricultural
support program which includes subsidies, loans and 1land
distribution; and the major changes in the sector particularly
in terms of land holding and ownership, agricultural labor,
cultivation, production and agriculture's contribution to the

econonmy.

Agricultural Development Objectives

The main objective of agricultural development under the
First Development Plan (1970-75) was to increase local food
production. The plan aimed at increasing agricultural output
by about twenty seven percent and meat production by about
forty seven percent. Increasing food production remained a
major concern under the subsequent plans, but new dimensions
were introduced to this objective. The growth of local food
production was intended to "minimize the Kingdom's dependency

on imported food" (Second Development Plan, 1975-80:123),

47
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achieve "a prudent 1level of self-sufficiency" (Third
Development Plan, 1980-85:150) and to contribute to "the
diversification of the economic base"™ (Fourth Development
Plan, 1985-90:179).

Another major objective of agricultural development
especially since the second plan (1975-80) has been to raise
the income and improve the welfare of farmers and rural
people. The second plan also aimed at improving agriculture
through mechanization in order to "release surplus labor for
employment in other sector" (Second Development Plan, 1970-
80:123). But by the inception of the Fourth Development Plan
(1985-90) this objective was reversed. Agricultural
development, the plan aimed, would generate more employment in
agricultural sector and related agro-industries. This shift in
objective was intended to encounter rural exodus to urban

centers which increased during the proceeding plans.

Agricultural Policies
The plans adopted agricultural policies which were

largely based on agricultural support program. This program
included three components: The distribution of free lands to
potential farmers, subsidies and loans to major agricultural
activities. The intention of this support program has been to
accelerate agricultural mechanization, encourage and assist

private investment in agriculture, promote commercial
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agriculture, bring more land under cultivation and attract and
encourage nomads integration in social and economic structures
(First Development Plan, 1970-75:256-57).

The advent of the third plan (1980-85) marked the
development of a new direction in agricultural development.
The plan strongly recommended "“the encouragement of the
private sector in the development of large scale agricultural
projects" (Third Development Plan,1980-85:150). This does not
imply that the plan suggested the abandonment or neglect of
the traditional sector (small farmers). In fact, the plan
recommended continuing improving the "efficiency of the
traditional sector by the adoption of modern farming methods
that minimize labor and water inputs" (Ibid:150). Nevertheless,
more attention was directed toward the expansion of these
large farms because a perceived more efficiency and
productivity. As will be seen later, in spite of the short
history of this type of farming operation, they became the
major player in Saudi agriculture.

Adgrjcultural Subsidies
Under the First Development Plan, set of agricultural

subsidies was introduced. These subsidies were to be extended
to a variety of agricultural inputs ( i.e.,machinery and
fertilizers) and outputs ( see Table 4.1).

The application of these subsidies continued during the
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subsequent plans except wheat subsidies which were raised to
2.0 SR/kg in 1978 then to 3.5 SR/kg in 1979 and since 1986
reduced to 2.0 SR/kg (Grain Silos and Flour Mills

Organization, 1987).

Table 4.1 Type and Amount of Subsidies Introduced
During the First Development Plan

Type of Subsidy Year
Introduced

Input Subsidies
Machinery 45 § of Price
Fertilizer 50 of Price
Animal Feed 50 $ of Price
Poultry Farms 30 of Price
Dairy Farms 30 § of Price
Transportation of

200 or more
dairy cattle * Total Cost of
Transportation
Output Subsidies
Wheat SR 0.25/kg.
Sorghum SR 0.25/kg.
Rice SR 0.30/kg.
Sheep 10.00/Head
50.00/Head

anning, Development

i ry
Plan,1975-80:122.
* Air transportation of imported cows.

The amount of agricultural subsidies increased from four
million SR in 1972 to 3,739.5 million in 1987 (Table 4.2).
Subsidies extended during this period amounted to 26,253.5
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million SR. Of this sum 5,347.9 million SR or 20.4 % were
devoted to agricultural machinery (engines, pumps, tractors,

poultry raising equipments and dairy farm equipments).

Table 4.2 Agricultural Subsidies 1970-1989 (Million SR)

Development Agricultural Subsidies
Plans Machinery Other Total

362.1 856.6
731.0 1360.1
1247.9 2107.9
2226.8 2898.9
4083.8 4740.8

3370.3 3815.2
3087.4 3480.8
3479.5 3739.5

Twenty Years, Annual Report 1985-1989. n.a=not
available.
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Agricultural Loans

Although as seen in the previous chapter agricultural
loans were in existence before the inception of the
development plans, they witnessed a remarkable growth since
then. Between 1970 and 1988 Saudi Arabian Agricultural Bank
(SAAB), the agency responsible for extending credit to
agriculture, provided 23,030.9 million SR in short-and medium-
term loans to farmers covering a variety of agricultural
fields. The share of agricultural machinery and fertilizer
amounted to 7,686.3 million SR and 697.9 million SR or 33.4 %

and three percent respectively (Table 4.3).

Land distribution:

As indicated in the previous chapter, a final policy
regarding land distribution was reached in 1968 by the
formulation of Public Land Distribution Ordinance (PLDO). PLDO
signaled the beginning of a systematic procedure for land
distribution which commenced with the First Development Plan.

The term "public land," as stated in the ordinance,

refers to any land wherein the following conditions are met:

a) It should be free from existing rights of
proprietorship or appropriation. 2) The
economic advantage of its utilization for
agricultural or animal production should be
clear. 3) It should be outside the boundaries
of the inhabited areas and their related
interests in both towns and villages (Hajrah,
1982:68) .
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Table 4.3 Agricultural Loans 1970-1989 (Million SR)

Development Agricultural Loans
Plans Machinery Fertilizer Other Total

269.4
489.8
585.7
709.1
1128.7

771.1 1691.2 2530.9
755.2 2108.6 2932.9
1254.1 2807.2 4166.0
799.5 2601.4 3495.8
1188.6 827.1 2321.8

1021.0 1551.2
495.9 1019.2
461.8 841.3

: VAP >
Report 1985-1989. n. a=not available.

To receive a plot of land under the PLDO, the applicant,
whether an individual or a company, has to be a Saudi citizen
unless approval from the Cabinet of Ministers is given. The
applicant also should have received no land under PLDO before.
If the applicant is a company, the company should be
"qualified"™ for farming activities. This condition can be met

by having a constant capital of 500 thousand SR or more solely



de

sC

but
the
at ]
indj
If ¢
requ

tran



54

devoted to cultivation or animal raising and at least four
employees who are qualified and highly trained in agricultural
sciences (MAW, Regulations for the Implementation of Public
Land Distribution Ordinance).

Under PLDO the land allotted to individuals is limited
to a minimum of 5 ha. and a maximum of 10 ha. and up to 400
ha. may be granted to a company unless the Cabinet of
Ministers approves a larger maximum (Ibid). A trial period of
two to five years (depending on the nature of the allotted
plot in terms of soil, accessibility of water, difficulty of
development and the location in terms of transportation and
facilities) is given to the allottee to develop the land and
bring it under production. During this grace period the
allottee is given the right to appropriation and utilization
but not ownership. The right to ownership is conditioned by
the allottee seriousness in utilizing the land by developing
at least twenty five percent of the land in the case of an
individual and thirty five percent in the case of a company.
If the trial period passed without the allottee meeting this
requirement the right to appropriation may be lost and MAW may
transfer the plot to another applicant (Ibid).

Between 1970 and 1988 1,241,033 ha. of fallow land were
distributed under this scheme to potential farmers. Of this
distributed areas 366,172 ha. or 29.51 % were granted to
59,482 individuals averaging at 6.2 ha. each, 614,927 ha. or

49.55 % were given to 5,175 agricultural projects receiving an
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average of 118.8 ha. each and 259,934 ha. or 20.94 % were
received by twelve agricultural companies averaging at
21,661.2 ha. each. It is noteworthy that the distributed lands
to agricultural companies did not adhere to the 400 ha. level
established as a maximum for a company by PLDO. In 1986, for
example, one company received 60,000 ha. which is 150 times
this maximum level (Table 4.4). This is a sign that 1land
distribution favored the establishment of large scale farms.
Although this accord with third plan policy, it played a major
role in agricultural concentration as will be seen in the next

chapter.

Agricultural Labor

Due to more governmental expenditures on urban centers
(Ministry of Planning, Third Development Plan 1980-85:59,
Fourth Development Plan 1985-90:419-421; Ministry of Municipal
and Rural Affairs, 1984:22), rural-urban migration continued
particularly during the first two plans. Consequently the
number of people working in agriculture declined specially
among the nomads. The Second Development Plan (1975-80)
estimated that agricultural employment during the first plan
period decreased by about 19.7 thousand who 1left the
agricultural sector for other sectors. Nineteen thousand
participants of this exodus were nomads (Ministry of Planning.

Second Development Plan, 1976:67).
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Table 4.4 Land Distribution to Individuals, Projects and
Companies 1970-1989.

No.

Distributed Lands to
Individuals
Area

Projects

No.

Area

Companies
No.

Area

n.a
2953%
2268

389

101

10500.0
5649.7
14265.5
3823.3
645.5

767
189
971
4140
1559

5209.0
1091.0
5682.0
34205.0
7813.0

3
3
20
21
17

520
1200
1007

429

523

oOHOO0O

6075
1225
2709
8480
7853

29018.0

6286.0
14413.0
47690.0
46881.0

29
76
122
638
774

2662
8968
14666
77131
100510

MNOINMVOO

o

0
20025
127900
12009

4186
3954
6732
4931
n.a

* Includes 1970.

Similarly, the

24558.0
30236.0
45988.0
32213.0
n.a

third plan

651
949
774
1098

82680
67101
102952
154578

n.a n.a

(1980-85)

OO KK

Source: SAMA, Annual Report 1970-74; MAW, 1990.
n.a= not available.

35000
60000

estimated

that

agricultural employment during the second plan (1975-80)

decreased by about 96.2 thousand or an average of 2.94 %

annually (Third Development Plan 1980-85:101).
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The main causes for this decline in the agricultural
labor, the second plan argued, were " low real incomes in
agriculture and increasing opportunities for well-paid
employment in other sectors" (Second Development Plan 1975-
80:115).

The second plan estimated the decrease in the nomadic
population at two percent annually. This rapid migration among
the nomads was not the result of low income alone; it was also
caused by the nomads' "lack of immediate access to most
social, educational, and other services" (Ibid:422). This
factor in particular reduced the nomads' chances to integrate
into the new economy and resulted in a growing inequality
between nomads and urban dwellers. The nomads, the second

development plan argued,

have a complex and highly developed social,
economic, and legal system that has adapted to
change over many hundreds of years.
Nevertheless, the pace of change in the rest
of the Kingdom has recently been so fast that
the economic and social gap between the
bedouin and the reminder of the population is
widening (Ibid:422).

The economic gap penetrated deeply. A study conducted by
the Ministry of Labor and Social Affairs found that while the
average annual income of a nomad's household totaled 14,200
SR, in “"very large cities," the household average annual
income was 80,400 SR (Table 4.5). In other words, on average

the city dweller received about 5.7 times more than the nomad.
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Table 4.5 Annual Average Income of Nomads, Rural and
Urban Population (SR)

Population Head of The Total Income of
Household Household

Nomads 11200 14200
Rural 16200 20700

Urban:
Small Cities 35300 43600
Large Cities 33400 44900
Very Large Cities 58000 80400

Rural-urban migration, particularly during the 1970s,
clearly affected the distribution of the country population.
In a ten year period (1970-1980) the percentage of people
living in metropolitan areas more than doubled while that of
rural and small towns experienced a sharp decline.Metropolitan
populations increased from twenty percent of the country's
total population in 1970 to forty two percent in 1980. But
rural populations decreased from sixty percent in 1970 to only
forty six percent in 1980 and small towns populations declined
from twenty percent in 1970 to only twelve percent in 1980
(Ministry of Planning, Third Development Plan 1980-85:56).

The decline of agricultural employment accorded with the
second plan's objectives sought to " release surplus labor for
employment in other sectors" (Second Development Plan, 1975-
80:123). However, there was little if any surplus to begin
with and therefore, such a "release" came at the expense of

agriculture.
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Cultivation and Production

The decline in agricultural labor impacted agriculture.
According to the second plan (1975-80) "this decline is
already reflected in abandoned farmland and partly depopulated
villages, particularly in the Southwestern Region" (Second
Development Plan 1975-80:115). The impact was more severe in
the traditional sector. By the beginning of the third plan
(1980-85) "the continued exodus of labor has made the labor
input expensive and in short where, for example, dates in some
area are only partially harvested because of lack of labor"
(Third Development Plan 1980-85:149).

As Table 4.6 indicates, cultivated areas during the
first two plans fluctuated which in turn reflected on
agricultural production. Production fluctuations were more
severe in cereals and meat than in other commodities.

Because of the fluctuations in 1land cultivation,
production of some agricultural commodities did not meet the
first two plans' éxpectations. As Table 4.7 shows, during the
first plan production of wheat, barley, sorghum and millet,



Table 4.6 Agricultural Cultivated Areas and Production 1970-
1989 (Area in Thousand ha. Production in Thousand
Ton)

Development Cultivated Production
Plans Areas CerealSVeg. Fruit Meat Milk Eg

n.a 213* 141 307% 43*% 156
First 405.0 185 171 362 47 172
Plan 256.1 110 653 240 52 189
286.3 113 399 355 101 217
600.9 299 674 434 225

512.9 288 884 458 206
585.9 282 597 360 234
556.4 295 744 384 253
561.0 301 546 529 309
616.1 340 705 525 343

608.7 266 756 470 349
434.8 306 718 497 235
597.0 488 1292 509 311
731.3 875 1089 577 361
782.7 1444 1313 374

946.4 2191 1443 348 414
947.4 2463 1284 432
1061.8 2934 1912 444 477
1162.3 3612+ 1987 473*% 498
n.a n..

amp Yy
A annual Bulletin of Current Agricultural statiltics
1984/5; Agricultural Statistical Yearbook 1988;
Chamich, 1983; Ministry of Planning, Statistical
Indicator 1985; 1990. * EBstimates. n.a= not
available.



ton

fajleq
%tyq) |

o 109



61
fish and dairy productions in 1974 fell short of the plan's
projection for the same year. Sorghum and millet production,
for example, was less than the plan's target by 164 thousand

tons.

Table 4.7 Comparison Between First Development Plan
Target and Actual Production For Some
Agricultural Commodities (Thousands Ton)

Agricultural |Final plan |Actual Difference
Commodities |Year Target|Production |Actual-Target
(a) in 1974 (b) (c)

Wheat 231 153 - 78
Barley 56 15 - 41
Sorghum &
Millet 291 127 -164
Dates 240 360 120
Vegetables 693 674 -19
Fruit 100 434 334
Broilers 6 11<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>