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ALWAYS TOO MUCH OIL It is undeniable that 
KSA economy is based on oil.  Oil production in Saudi Arabia 
accounts for approximately 45% of the country’s GDP, whilst 
oil exports now account for about 70% of the country’s reve-
nues.  The country’s geography accounts for this.  It is pre-
dominantly hot and dry, and rains for only two months a year, 
with summer temperatures reaching +50 degrees Celsius as 
a norm.  This essentially renders the country dependent on 
significant volumes of imports of food and consumer goods. 
KSA can afford a very high level of consumption, although it 
should not be overestimated. For example, in terms of nom-
inal GDP per capita, KSA is close to South Korea and Spain, 
although its purchasing power parity is normally closer to the 
United States.

Any «petro-state» needs to protect itself from fluctua-
tions in oil prices. KSA has been a key player and organizer 
of OPEC since the first «oil crisis» in 1973, and in this re-
gard Saudi Arabia has always been actively involved in the 
oil market. During this time, authorities invested a part of the 
oil revenues outside the country. Unofficial estimates of the 
«reserve fund» of KSA are about $0.9 trillion (the structure 
and assets of which are not disclosed).  This is a similar val-
ue of the European pension fund of the «oil monarchy», the 
Kingdom of Norway. 

However, this strategy does not support or sustain a 
guaranteed and stable standard of living in KSA. Thus, be-
tween 1980-1985 living standards went down. During the 
current oil price decline, Saudi Arabia needs to enforce 
budgetary discipline and spend its reserves on investment 
in the economy.

This is not the first time KSA has implemented a program 
for developing the private and non-primary sectors of the 
economy. Since the 70s, KSA has implemented seven «five-
year plans».  The meaning of these are contrary to those of 
the Soviet «five-year plans».  The foundation of KSA plans 
were the faster development of the economy’s private sector 
rather than the state. In the last seventh «capitalist five-year 
plan» of 2000-2004, the private sector in KSA grew at a rate 
of 5% per year (and the non-resource based - 4% per year) 
with a total GDP growth of 3.1% per year. Since 2015, the 
new King has been implementing the Vision 2030 program, 

which involves the development of the export of value-add-
ed, non-resource based products - with exports targeted at 
$100 billion by 2025. Many sectors of the state economy are 
engaged in this, notably the construction of large ports, tech-
nology clusters and industrial parks. The basis of Vision 
2030 is not only the economic development of KSA in the 
modern world, but also the social development of the coun-
try.  Saudi Arabia intends to transform itself into an «ambi-
tious nation» within a decade and a half. 

WHAT THEY DO 
AND WHAT IS BEING DONE As far as the non-re-
source-based sector of KSA economy is concerned, its two key 
sectors are predictable. The first one is construction and the 
real estate market, which is seen to be growing from 5% of GDP 
to 10%. The real estate market in Saudi Arabia, contrary to its 
Gulf neighbours like the United Arab Emirates, has never wit-
nessed any substantial ”overheating“, despite the fast growth 
of the nation’s private, urban construction. It is hoped that the 
future opening of the Kingdom’s real estate market for external 
investors may remedy this to some extent. The Kingdom’s ex-
ternal investment into construction projects have suffered re-
peated profit loss due to ”property development bubbles“.  

The second sector is the country’s processing industry. 
This primarily relates to the further development of one of the 
world’s most developed petrochemical industries.  Both the 
population and industrial consolidation are quite high in Sau-
di Arabia, therefore $50 billion is already being invested in 
three of the world’s biggest petrochemical projects - Ras Tan-
nura refinery and processing complex, Jubail petrochemical 
project and Petro Rabigh complex refinery reconstruction pro-
ject. KSA is also a major producer of cement, construction 
materials, nonferrous and ferrous metal products, with many 
regional industrial projects relying on it.

Processing and export diversification are needed by Saudi 
Arabia to find a solution for quite a specific problem; despite 
the overall prosperity and high living standards, the nation’s 
unemployment rate is soaring. It is currently around 12%, with 
a comparatively low share of an economically active popula-
tion - about 41%. Currently, about 65% of male and 18% of 
female Saudis are employed. The share of unemployed men is 
6% and unemployed women is 33%. Shariah law is not dras-
tically prejudiced against working women, contrary to the ex-
isting misconceptions.  The majority of Saudi families are able 
to provide for women leaving no need for them to work, and the 
current economic plans suggest an expansion of the econom-
ically active population, including its female participants.

The problem of a low employment and high unemployment 
rate forms a paradoxical combination with what is both a chal-
lenge and an advantage: whilst emphasising being an Arab 
country, KSA is far from being a monocultural society. It is not 
a closed community, but rather one of the few countries across 
the globe where external influences are extremely powerful - 
and KSA political system has intrinsic and sometimes very 
strict mechanisms not only for limiting such influences but 
also for encouraging them.

ANOTHER MULTICULTURALISM KSA has one 
the most liberal laws on labour migration across the globe. 
There are 10 million foreign citizens in KSA, of which 6 million 
are employed. Most of the people working in KSA come from 
the Philippines, India, Pakistan, Egypt, Bangladesh, Yemen 
and Syria. More than 100,000 of KSA’s permanent residents 
are OECD citizens - Europeans, Americans, Canadians, and 
Japanese. The future generations of KSA population will alter 
these statistics.  The share of Saudis will gradually rise, al-
though the role of foreign citizens in the nation’s economy will 
always be quite important.

This quite unusual combination of factors in the labour 
market makes the Saudi society and its national culture, and 
its relation to economics, quite complicated. Thus, KSA com-
panies have a very high level of corporate governance and 
technology penetration, judging by international standards, 
while a close-to-parity balance between the local and foreign 
labour force makes the national corporate traditions unique. 
However, as US companies’ experience in Saudi Arabia 
shows, these traditions do not contradict international corpo-
rate governance standards.

Additionally, considering all the conservativeness and 
self-sufficiency of the Saudi society, the nation actually has its 
own version of multiculturalism which differs from the Ameri-
can and European ones. Currently there are 1.2 million Catho-
lic residents in KSA, and there is a rather large Shiite minority. 
Despite a formal ban on foreign religious practices and inter-
religious tensions in the recent years globally, KSA does not 
witness any major conflicts, while the nation’s crime rate is low 
for such a diversified, largely urban population. However, the 
Arabian Peninsula has been a lively international trade hub for 
many centuries, and the Arab populations of Riyadh and Jed-
dah do not regard foreigners as something exotic, which is 
perfectly reflected in the local culture. Finally, for Saudi citi-
zens, visiting other countries is not an exceptional but rather a 
routine activity. The Saudi quality of life not only provides many 
KSA citizens with a high standard of consumption, but also al-
lows them to experience the world on their own. Saudi tourists 
and business travellers are frequently seen in the world’s ma-
jor cities, and young Saudis have been able to find out what is 
happening in the world first-hand and not only in theory for 
several decades now.

However, there are two KSA cities where few foreigners or 
at least non-Muslims are allowed, and we should not forget the 
fact that Saudi Arabia is a historical centre of Islam focused on 
carrying out this important mission. The two centers are Mec-
ca, whose citizens are considered in KSA as the most liberal 
and open to discussion on most issues, and Medina.

MUST-VISIT CITIES Mecca and Medina are two cit-
ies with the sacred sites that must be visited at least once in a 
lifetime by any Muslim who has such an opportunity. This is a  
requirement under Islam, and all Muslims treat it as a law. 
Consequently, one billion Muslims from all over the world are 
drawn to Saudi Arabia . In other circumstances, the Hajj, a 
compulsory pilgrimage to Mecca and Medina, and Umrah, a 
devotional visit to the main sacred places of Islam, could be 
branded as ”organic potential for tourism development“. How-
ever, this is obviously not tourism. KSA considers providing 
an opportunity for as many of its fellow believers as possible 
from across the globe to perform their religious duty and make 
a pilgrimage to the sacred places of Mecca and Medina during 
the holy month of Ramadan as one of the goals of its own ex-
istence and development.

Until the 1970s, the number of pilgrims-Hajjis to KSA was 
not so high. With air travel expansion (and the growth of the 
Saudi Arabian Airlines business), the greater ability of KSA 
authorities to cover some of the pilgrims’ expenses, the crea-
tion of infrastructure in the Mina valley and the religious com-
pounds in the two Holy Cities, the number of pilgrims has been 
growing rapidly. As of 2017, the number of Muslims coming 
for the two-week Hajj was up to two million people, while the 
number of Umrah pilgrims reached four million. It is expected 
that by 2030 the total number of people admitted to Umrah will 
rise threefold: with KSA population totalling 35-40 million, the 
number of pilgrims will reach 12 million.

KSA government’s huge investments in civil infrastructure, 
including the Mecca underground, underground and hotels in 
Medina and Riyadh, monorail, safety systems, anti-terror, en-

ergy and water supply facilities, have enabled this substantial 
growth in the number of pilgrims visiting the Two Holy Sites. 
To a major extent, the Saud dynasty considers this mission as 
the purpose of their power, and the petroleum resources of 
Saudi Arabia as a means of achieving it. The cohesion of the 
Islamic religion with the state’s objectives is a unique feature 
of KSA, often underestimated outside the Kingdom. The duty 
of the King of Saudi Arabia, bearing the title of Custodian of the 
Two Holy Mosques, is to preserve and provide access to Mec-
ca and Medina for the Muslims from all over the world. It is this 
mission, rather than the nation’s role in the oil market that de-
termines KSA’s position in international politics.

Within the Arab world, this central role of KSA is hardly 
disputed, and the same is true for the Islamic world. As the 
home country of Muhammad and Islam, and as a natural glob-
al centre of power, Saudi Arabia cannot escape the global po-
litical agenda. It is entitled to have a special relationship with 
the USA, of which KSA is a strong military ally, as well as with 
China, India, Israel and Russia. KSA maintains a professional 
army with advanced military technology, which drains a big 
share of state finances. As for ”civil cooperation“, Saudi Arabia 
takes part in the major integration project of the Arab world — 
the Cooperation Council for the Arab States of the Gulf (GCC). 
Within the GCC framework, there was even a discussion on a 
single currency for six Gulf countries.  In general, this organi-
sation, which has a similar structure to the EU, APEC, EAEU, 
NAFTA and MERCOSUR, is well on its way to developing a 
cultural and economic union. That said, large investments 
made by KSA in other countries provide the nation with diver-
sified contacts and influence in most unexpected areas of the 
world. Despite its self-sufficiency, Saudi Arabia is a rather glo-
balized country from all perspectives:  by no means is this a 
country that has locked itself up.

DIGITALISED KORAN SOCIETY In fact, it is al-
most impossible to tell now what Saudi Arabia’s version of 
globalisation will look like in this century. KSA’s objective to 

”turn itself into an ambitious nation“ is one of the most com-
plex ideas that have ever been implemented on a national 
level. The country aims not only to become a ”digital society“ 
with a corresponding economy, but also to retain its combi-
nation of religious norms, law and culture, which is unusual 
for the modern world, and to position this mix as a model for 
Muslims across the globe. It is essentially about the ongoing 
social and cultural revolution that created the first Saudi state 
in 1820s, based on the ideas of the Wahhabi religious and 
social movement, among others, and then the Kingdom of 
Saudi Arabia in 1932. The global political development of the 
Muslim idea, one of the major ideas in the contemporary 
world, will rely largely on the success of KSA transformation 
projects, both social and economic.

Today it is difficult to imagine how exactly Saudi Arabia will 
overcome many challenges to fulfil this complex task. The 
Western version of the ”digital world“ is harder to implement 
in Saudi Arabia, for example due to religious restrictions, KSA 
has an underdeveloped entertainment market, which is con-
sidered by OECD countries one of the key sectors of the ”future 
economy“. The changing social status of women and minori-
ties (including the religious ones), an evolving approach to 
electoral bodies and municipal government, questions about 
human rights, and the religious nature of law, make the pres-
ervation of the status quo in Saudi Arabia seem unlikely as it 
continues along the path to economic modernization.

However, Saudi Arabia is not intent on preserving itself 
in its current form. No more than it is keen on abandoning 
the unique cultural and religious heritage that has created it 
and led it to the place where it is now: a special place on the 
world map. ■
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MILLION-PLUS CITIES INSTEAD OF MILLIONAIRES Coun-
tries with cultures that favor self-sufficiency are not too common - and they do not like 
to talk about themselves. Such countries have little interest disputing persistent myths 
about themselves, in the world where a lot depends on self-promotion.

The first thing that bewilders any person first coming into contact with the Gulf coun-
tries (and KSA in this case is an excellent example) is their social geography. KSA is the 
thirteenth state in the world by size, with population of more than 33 million in 2017. It 
is included in the top 50 largest countries of the world, and will continue occupying a 
leading position. Its population is relatively young, with an average age of 26.4 years, 
despite the high average life expectancy of about 75 years (77 and 72 years for women 
and men, respectively). Such demographic indicators are common for smaller countries 
with large rural populations, while KSA is known for its high level of urbanization. It is 
unusual - for a country with mountain ridges of more than 3,000 meters high, vast coast-
al valleys and the great deserts - to have 82% of its population concentrated in urban 
metropolitan areas and ultramodern mega-cities. 

Officially, it has four of these mega-cities: the capital of Riyadh (5 million plus), Jed-
dah (4 million), Mecca (1.5 million), Medina (1 million), and Dammam (almost 1 mil-
lion). In reality, however, it is more complicated than that - we are talking about several 
multi-million urban clusters that appeared as a result of the unprecedented demograph-
ic growth in KSA: the population of the Kingdom has grown more than four-fold from 7 
million back in 1970. At the same time, the birth rate of 2.1 children per family in KSA is 
not comparable to either that of ”old“ Europe or the developing countries. The growth is 
partly driven by migration from other countries: KSA is one of the most attractive desti-
nations in the region.

Contrary to stereotypes, Saudi Arabia is a country with a moderate level of social 
stratification. According to the Gini ratio (0.34), the country is comparable to Italy, Aus-
tralia, and Canada; in Turkey, the USA, Russia, China, and Iran the segregation is high-
er. In short, the demographic situation in KSA is unlike any other in the world given its 
relatively young and fast-growing population. What is even more unusual is the high 
level of its education: KSA spends about $45 billion a year on education, a large part of 
which consists of international education costs for some 150,000 Saudi students. In 
KSA there are about 0,5 million school teachers in a total of 36 thousand schools, 40 
universities (of them, more than 10 are privately-owned) with more than 0.7 million grad-
uates each year. Saudi Arabia is a well-educated society by any standards, and such 
spending on education has been an integral part of the Kingdom’s political and social 
culture in the recent years. No one saves money on education here, and almost anyone 
who wants to go to university has an opportunity to do so. 

And this is being actively used.

A COUNTRY WITH SOLID BASE All these circumstances do not prevent 
KSA, a country full of young people living in multi-million cities, to be a very conserv-

ative society and a closed one by global standards, or, at the very least — a very tra-
ditional one. It is not about «patriarchal society» in Saudi Arabia; it is about the rev-
olution of ”conservative“. KSA is a state in which modernist ideas were used to form 
a society with extremely conservative foundations. In Saudi Arabia, Islam quite liter-
ally forms the foundations of the society’s social and political structure. Sharia Law 
is the base of the legal system in KSA, and the organization of the state is dictated by 
the Quran and the provisions of Islamic law. The absolute power in KSA belongs to 
the King from the dynasty of Saudi - the founders of the kingdom — currently it is the 
King Salman bin Abdulaziz Al Saud.

However, the definition of an «absolute theocratic monarchy», used for the Eu-
ropean Christian states in the XVI-XVIII centuries, is not inappropriate for KSA. 
This is because the Sharia legal system provides for a «balancing“ element, repre-
sented by the court and a developed system of legal interpretation. Sharia ex-
perts are independent and are guided not only by the Sharia law rules (which can 
also take into consideration the norms of «external» legal systems - for example, 
in the commercial law - as long as they do not contradict the Sharia), but also 
by  public opinion. To understand the peculiarities of this system, one needs to take 
into account long-standing traditions of local self-regulation, which in the recent 
years has been democratized (as is normal for the urban environment), as well as 
recognition by the Islamic law of the general rules of laissez faire — state non-in-
terference in business affairs. In this regard the Islamic legal system is extremely 
supportive of entrepreneurship - the Prophet Muhammad was, among other things, 
a merchant, and so even culturally the rejection of entrepreneurship is simply im-
possible in KSA.

Despite this, more than two decades ago the economy of KSA, one of the world’s top 
20, was largely state-owned. And by far the largest share of that was the oil industry. 
Saudi Arabia is the world’s second largest producer of oil, and it usually beats Russia 
(the countries swap the leading positions several times a year) in the race for the status 
of the world’s largest oil exporter.  

In recent years, KSA has made easy decisions on privatization. One example is 
Saudi ARAMCO, which, bringing the lion’s share of revenues to the Saudi budget with 
turnover of more than $300 billion a year, plans an IPO this autumn. And it has a 
chance to surpass the capitalization of Apple, the world’s most expensive company. 
However, between 2003-2013 KSA already had experience of medium-scale privati-
zation. Then the authorities were disbanding the telecommunication and water supply 
sectors, as well as electricity and partly health and education services, and even the 
traffic control system. 

KSA needs privatization not for the sake of money, but for the sake of reform and re-
alization of the political ideas on which the Kingdom is built. The image of Saudi Arabia 
as a dictatorship, which has little interest in anything beyond the oil revenues to finance 
«the Islamic oil socialism», is very far from reality.

A KINGDOM 
WITH  
A MISSION  INTERNATIONAL STEREO-
TYPES ABOUT SAUDI ARABIA, 
SIMILAR TO THOSE ABOUT 
RUSSIA, OFTEN HAVE LITTLE 
TO DO WITH REALITY.
THE BUSINESS GUIDE OFFERS 
ITS READERS A LOOK AT 
THE KINGDOM OF SAUDI 
 ARABIA FROM A DIFFERENT 
PERSPECTIVE. IT IS ONE OF 
THE LARGEST ECONOMIES IN 
THE WORLD; A COUNTRY WITH 
MODERN METROPOLISES; 
A WORLD-RECORD HOLDER 
FOR INVESTMENT IN EDUCA-
TION; A STATE WITH A SOCIAL 
PROFILE SIMILAR TO THAT OF 
THE DEVELOPED EUROPEAN 
COUNTRIES; A SOCIETY THAT 
FOR MANY CENTURIES HAS 
BEEN CREATING ITS OWN VER-
SION OF MULTICULTURALISM; 
A CULTURE INHERENTLY SUP-
PORTIVE OF THE FREE MAR-
KET; ONE OF THE FEW COM-
MUNITIES WHERE YOU AL-
WAYS KNOW WHERE TO LOOK 
FOR ANSWERS TO YOUR 
QUESTIONS. NIKITA RYAZANOV
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