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ABSTRACT



Industrial Concentration Determinants in Saudi Arabia

Mamdouh ALKHATIB ALKSWANI
Associate Professor, Dept of Economics. College of Adm. Sc.
King Saud University
P.0.Box: 2459 Riyadh 11451- Saudi Arabia

Because of the important place taken by the industrial sector in Saudi Arabia,
industrial concentration study reaches an increased importance. The main
purpose of this paper is to measure the industrial concentration and to analyze its
determinants. Herfindahl index is used to measure the industrial concentration.
This index is applied to five variables: production, labor, capital, wages, and
sales. The data of 1559 factories divided into 30 industrial activities is obtained
from The Industrial Survey of 1993 and published in 1995. The relationship
between production Herfindahl index and the following variables is estimated:
capital labor ratio, capital wage ratio, local input to total input ration, industrial
exported sales ratio, over production capacity ratio, profit ratio, foreign
industrial labor ratio, number of plants jointly allowed. This paper explains that
industrial concentration is Saudi Arabia is relatively high in some dominating
public industries like metal, petrochemicals and oil refining. An econometric
linear model is tested to explain the level of industrial concentration. This model
reveals that level of industrial concentration is positively related to profit ratio,
and negatively related to foreign labor ratio, over production capacity ratio, local
input to total input ratio, and ratio of factories jointly allowed.
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