WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE

* ¥ UNDERSTANDING THE ECONOMIC SYSTEM OF SAUDI ArRABIA: A BLEND OF TRADITION AND MODERNITY ¥ *

WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE IS A QUESTION THAT INVITES A FASCINATING EXPLORATION INTO
ONE OF THE WORLD’S MOST INFLUENTIAL OIL-RICH NATIONS. SAUDI ARABIA’S ECONOMIC LANDSCAPE IS UNIQUE, SHAPED BY ITS
VAST NATURAL RESOURCES, CULTURAL TRADITIONS, AND AMBITIOUS MODERNIZATION EFFORTS. IT’S NOT JUST ABOUT OIL;, THE
KINGDOM IS ACTIVELY TRANSFORMING ITS ECONOMY TO EMBRACE DIVERSIFICATION AND SUSTAINABILITY. LET’S DIVE DEEPER
INTO THE INTRICACIES OF SAUDI ARABIA’S ECONOMIC SYSTEM, HOW IT OPERATES, AND WHAT MAKES IT STAND OUT ON THE
GLOBAL STAGE.

WHAT TypPE oF EcoNnoMiC SYsTeM Does Saupl ArABIA HAVE?

SAUDI ARABIA PRIMARILY OPERATES A MIXED ECONOMIC SYSTEM WITH STRONG ELEMENTS OF STATE CONTROL, PARTICULARLY
IN KEY SECTORS SUCH AS OIL AND ENERGY, COMBINED WITH GROWING PRIVATE ENTERPRISE AND MARKET-DRIVEN ACTIVITIES. THis
HYBRID NATURE REFLECTS THE COUNTRY’S EFFORTS TO BALANCE ITS TRADITIONAL ECONOMIC ROOTS WITH THE DEMANDS OF
GLOBALIZATION AND ECONOMIC DIVERSIFICATION.

THE GOVERNMENT PLAYS A SIGNIFICANT ROLE IN REGULATING AND DIRECTING ECONOMIC ACTIVITY, ESPECIALLY THROUGH
STATE-OWNED ENTERPRISES LIKE SAUDI ARAMCO, THE WORLD’S LARGEST OIL COMPANY. HOWEVER, ALONGSIDE STATE
INVOLVEMENT, THERE IS AN INCREASING EMPHASIS ON PRIVATE SECTOR GROWTH, FOREIGN INVESTMENT, AND ENTREPRENEURSHIP,
WHICH ARE CRUCIAL PILLARS OF THE KINGDOM’S VIsioN 2030 STRATEGY.

THe RoLE oF THE GOVERNMENT IN SAUDI ARABIA’S ECONOMY

IN SAUDI ARABIA’S ECONOMIC FRAMEWORK, THE GOVERNMENT IS A DOMINANT ACTOR. THE STATE OWNS AND CONTROLS MAJOR
RESOURCES, PARTICULARLY HYDROCARBONS, WHICH HAVE HISTORICALLY BEEN THE BACKBONE OF THE ECONOMY. THIS
CENTRALIZED CONTROL ALLOWS THE GOVERNMENT TO MANAGE OIL REVENUES, INVEST HEAVILY IN INFRASTRUCTURE, AND
PROVIDE EXTENSIVE PUBLIC SERVICES TO ITS CITIZENS.

SAUDI ARABIA’S ECONOMIC POLICIES OFTEN REFLECT A DIRIGISTE APPROACH, WHERE THE GOVERNMENT ACTIVELY INTERVENES IN
ECONOMIC PLANNING AND DEVELOPMENT. FOR DECADES, THIS HAS MEANT DIRECTING FUNDS FROM OIL WEALTH INTO LARGE-SCALE
PROJECTS, SOCIAL WELFARE PROGRAMS, AND JOB CREATION INITIATIVES. THE PUBLIC SECTOR REMAINS A MAJOR EMPLOYER, AND
SUBSIDIES ON ENERGY AND FOOD HAVE BEEN COMMON TOOLS TO MAINTAIN SOCIAL STABILITY.

MARKET ELEMENTS AND PRIVATE SECTOR GROWTH

W/HILE THE STATE WIELDS SIGNIFICANT CONTROL, THE SAUDI ECONOMY ALSO EMBRACES MARKET MECHANISMS. THE PRIVATE
SECTOR IS INCREASINGLY ENCOURAGED TO PARTICIPATE IN NON-OIL INDUSTRIES SUCH AS TOURISM, ENTERTAINMENT,
MANUFACTURING, AND TECHNOLOGY. THIS SHIFT IS PART OF THE BROADER VISION 2030 PLAN, WHICH AIMS TO REDUCE
DEPENDENCY ON OIL REVENUES AND FOSTER A KNOWLEDGE-BASED ECONOMY.

FOREIGN DIRECT INVESTMENT <FD|) IS WELCOMED, WITH REGULATORY REFORMS MAKING IT EASIER FOR INTERNATIONAL
COMPANIES TO OPERATE. SAUDI ARABIA’S STOCK MARKET, TADA\X/UL, HAS GROWN CONSIDERABLY, REFLECTING A MORE
VIBRANT FINANCIAL SECTOR OPEN TO PRIVATE AND FOREIGN INVESTORS. THESE MARKET-DRIVEN COMPONENTS COEXIST
ALONGSIDE STATE-OWNED ENTERPRISES, CREATING AN ECONOMIC SYSTEM THAT IS NEITHER PURELY CAPITALIST NOR ENTIRELY
STATE-CONTROLLED.



HisToricAL ConNTEXT: How SAuUDI ArRABIA’S ECONOMIC SYSTEM EVOLVED

UNDERSTANDING WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE REQUIRES LOOKING AT ITS HISTORICAL
EVOLUTION. BEFORE OIL DISCOVERY IN THE ]9305, THE KINGDOM’S ECONOMY WAS PRIMARILY BASED ON AGRICULTURE, TRADE,
AND PILGRIMAGE SERVICES LINKED TO ISLAM’S HOLY SITES. THE DISCOVERY OF OIL TRANSFORMED THE COUNTRY ALMOST
OVERNIGHT, TURNING IT INTO A GLOBAL ENERGY POWERHOUSE.

THE MASSIVE OIL REVENUES ALLOWED THE GOVERNMENT TO ASSUME A CENTRAL ROLE IN THE ECONOMY, FUNDING RAPID
MODERNIZATION PROGRAMS, INFRASTRUCTURE DEVELOPMENT, AND SOCIAL SERVICES. For MUCH oF THE 20TH CENTURY, SAUDI
ARABIA’S ECONOMY WAS CHARACTERIZED BY A RENTIER STATE MODEL, WHERE INCOME FROM NATURAL RESOURCES FUNDED
GOVERNMENT SPENDING, REDUCING THE NEED FOR TAXATION AND ENCOURAGING STATE-LED DEVELOPMENT.

TRANSITION TOWARDS DIVERSIFICATION

OVER-RELIANCE ON OIL HAS LONG BEEN RECOGNIZED AS A VULNERABILITY. FLUCTUATIONS IN OIL PRICES AFFECT GOVERNMENT
REVENUES AND ECONOMIC STABILITY. TO MITIGATE THIS, SAUDI ARABIA LAUNCHED VisioN 2030 iIN 2016, A COMPREHENSIVE
BLUEPRINT TO DIVERSIFY THE ECONOMY AND DEVELOP NON-OIL SECTORS.

THIS VISION HAS ACCELERATED REFORMS IN SECTORS LIKE MINING, RENEW ABLE ENERGY, LOGISTICS, AND ENTERTAINMENT. IT ALSO
PROMOTES PRIVATIZATION OF SOME STATE ASSETS AND ENCOURAGES THE GROWTH OF SMALL AND MEDIUM-SIZED ENTERPRISES
(SMES) THE SHIFT REPRESENTS A GRADUAL MOVE TOWARD A MORE OPEN AND MARKET-ORIENTED ECONOMY, ALTHOUGH THE
STATE REMAINS DEEPLY INVOLVED IN STRATEGIC SECTORS.

Key CHARACTERISTICS OF SAUDI ARABIA’S ECONOMIC SYSTEM

To BETTER GRASP WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE, LET’S HIGHLIGHT SOME DEFINING FEATURES
THAT CAPTURE ITS ESSENCE:

e STATE DOMINANCE IN NATURAL RESOURCES: THE GOVERNMENT CONTROLS OIL PRODUCTION AND EXPORT THROUGH
SAUDI ARAMCO, WHICH SIGNIFICANTLY INFLUENCES NATIONAL INCOME AND ECONOMIC POLICY.

o Mixep MARKET ECONOMY: W/HILE THE STATE DIRECTS MAJOR SECTORS, PRIVATE BUSINESSES AND FOREIGN INVESTORS
PLAY AN EXPANDING ROLE, ESPECIALLY OUTSIDE THE OIL INDUSTRY.

® SuUBSIDIES AND SOCIAL WELFARE: SUBSIDIES ON FUEL, ELECTRICITY, AND FOOD HAVE BEEN USED TO SUPPORT CITIZENS
AND MAINTAIN SOCIAL STABILITY.

¢ EconoMIC PLANNING AND VisIoN 2030: LONG-TERM STRATEGIC PLANS GUIDE ECONOMIC DIVERSIFICATION,
INFRASTRUCTURE DEVELOPMENT, AND INNOVATION.

¢ EMPLOYMENT STRUCTURE: THE PUBLIC SECTOR REMAINS A LARGE EMPLOYER, BUT THERE IS INCREASING EMPHASIS ON
PRIVATE SECTOR JOB CREATION AND SAUDIZATION POLICIES TO REDUCE UNEMPLOYMENT.

SAuUDI ARABIA’S VisioN 2030 AND ECONOMIC TRANSFORMATION

A CRUCIAL PIECE IN UNDERSTANDING THE ECONOMIC SYSTEM IS VISION 2030, WHICH AIMS TO RESHAPE THE KINGDOM’S
ECONOMY INTO A MORE DIVERSIFIED, SUSTAINABLE, AND VIBRANT MARKETPLACE. THIS AMBITIOUS FRAMEWORK TARGETS
SEVERAL GOALS:



1. RebucING OIL DEPENDENCY: BY EXPANDING SECTORS LIKE TOURISM, ENTERTAINMENT, MINING, AND TECHNOLOGY.

2. BoosTING PRIVATE SECTOR CONTRIBUTION: ENCOURAGING ENTREPRENEURSHIP, INNOVATION, AND PRIVATE INVESTMENT
TO DRIVE ECONOMIC GROW/ TH.

3. DeveLoprING HUMAN CAPITAL: INVESTING IN EDUCATION AND TRAINING TO EQUIP SAUDIS FOR NEW JOB OPPORTUNITIES.

4. ENHANCING INFRASTRUCTURE: BUILDING NEW CITIES, TRANSPORT NETWORKS, AND DIGITAL INFRASTRUCTURE TO
SUPPORT A MODERN ECONOMY.

5. IMPROVING REGULATORY ENVIRONMENT: STREAMLINING BUSINESS PROCEDURES AND OPENING MARKETS TO GLOBAL
COMPETITION.

VisioN 2030 REPRESENTS A CLEAR SHIFT TOWARDS A MORE OPEN ECONOMIC SYSTEM WHILE MAINTAINING THE GOVERNMENT’S
STRATEGIC OVERSIGHT AND CONTROL IN KEY AREAS.

How Does Saubl ArRABIA’s EcoNnoMIC SYSTEM CoMPARE GLOBALLY?

SAUDI ARABIA’S ECONOMIC SYSTEM IS OFTEN DESCRIBED AS A RENTIER ECONOMY, HEAVILY RELIANT ON NATURAL RESOURCE
REVENUES. HO\X/EVER, IT ALSO EXHIBITS CHARACTERISTICS OF A MIXED ECONOMY WITH SUBSTANTIAL GOVERNMENT
INTERVENTION AND EMERGING MARKET DYNAMICS.

COMPARED TO PURELY CAPITALIST ECONOMIES LIKE THE UNITED STATES OR FULLY STATE-CONTROLLED ECONOMIES LIKE NORTH
KOREA, SAUDI ARABIA OCCUPIES A MIDDLE GROUND. THE KINGDOM’S SYSTEM IS MORE INTERVENTIONIST THAN MOST WESTERN

ECONOMIES BUT LESS RIGID THAN TRADITIONAL COMMAND ECONOMIES. THIS BLEND ALLOWS SAUDI ARABIA TO LEVERAGE ITS
RESOURCE WEALTH FOR DEVELOPMENT WHILE GRADUALLY ADAPTING TO GLOBAL ECONOMIC TRENDS.

CHALLENGES AND OPPORTUNITIES IN THE SAUDI ECONOMIC SYSTEM

THE ECONOMIC SETUP IN SAUDI ARABIA FACES BOTH CHALLENGES AND OPPORTUNITIES AS IT EVOLVES:
o CHALLENGES: DEPENDENCE ON OIL REVENUES MAKES THE ECONOMY VULNERABLE TO PRICE SHOCKS; YOUTH
UNEMPLOYMENT REMAINS HIGH, ECONOMIC REFORMS CAN FACE RESISTANCE FROM ESTABLISHED INTERESTS.
e OPPORTUNITIES: VAST INVESTMENT IN INFRASTRUCTURE, RENEW ABLE ENERGY PROJECTS LIKE NEOM CITY, GROWING

SECTORS SUCH AS TOURISM AND ENTERTAINMENT, AND AN EXPANDING FINANCIAL MARKET CREATE NEW GROWTH
AVENUES.

SAUDI ARABIA’S ABILITY TO SUCCESSFULLY TRANSITION TO A DIVERSIFIED ECONOMY DEPENDS ON BALANCING STATE CONTROL
WITH MARKET FREEDOM, ENCOURAGING INNOVATION, AND FOSTERING A SKILLED W ORKFORCE.

THe FUTURE OuTLOOK OF SAUDI ARABIA’S ECONOMIC SYSTEM

LoOKING AHEAD, THE QUESTION OF WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE WILL LIKELY SEE CONTINUED
EVOLUTION. THE GOVERNMENT’S COMMITMENT TO DIVERSIFICATION AND MODERNIZATION SUGGESTS A GRADUAL SHIFT TOWARDS
A MORE MARKET-ORIENTED ECONOMY , ALBEIT ONE WHERE THE STATE RETAINS A STRATEGIC ROLE.

INCREASING PRIVATIZATION, STRONGER REGULATORY FRAMEWORKS, AND GLOBAL PARTNERSHIPS ARE EXPECTED TO ENHANCE



COMPETITIVENESS. AT THE SAME TIME, SOCIAL AND CULTURAL FACTORS, ALONG WITH GEOPOLITICAL DYNAMICS, WILL SHAPE
HOW THE ECONOMIC SYSTEM ADAPTS. | HE KINGDOM’S UNIQUE BLEND OF STATE-LED DEVELOPMENT AND MARKET-FRIENDLY
REFORMS MAKES IT A COMPELLING CASE STUDY IN ECONOMIC TRANSFORMATION.

EXPLORING SAUDI ARABIA’S ECONOMIC SYSTEM REVEALS A NATION IN TRANSITION—BALANCING ITS VAST OIL WEALTH AND
TRADITIONS WITH AMBITIONS TO BECOME A DIVERSIFIED, INNOVATIVE, AND GLOBALLY INTEGRATED ECONOMY. UNDERST ANDING
THIS BALANCE PROVIDES VALUABLE INSIGHTS INTO HOW ONE OF THE WORLD’S PIVOTAL ECONOMIES IS SHAPING ITS FUTURE.

FREQUENTLY AskeD QUESTIONS

\WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE?

SAUDI ARABIA HAS A MIXED ECONOMIC SYSTEM WITH A STRONG EMPHASIS ON A STATE-CONTROLLED ECONOMY, PARTICULARLY
IN THE OIL SECTOR, COMBINED WITH ELEMENTS OF A FREE MARKET ECONOMY.

How DoES SAUDI ARABIA'S ECONOMIC SYSTEM INFLUENCE ITS OIL INDUSTRY?

SAUDI ARABIA'S ECONOMIC SYSTEM IS HEAVILY STATE-CONTROLLED, ESPECIALLY IN THE OIL INDUSTRY, WHERE THE
GOVERNMENT OWNS AND OPERATES THE NATIONAL OIL COMPANY, SAUDI ARAMCO, MAKING OIL A CENTRAL PILLAR OF ITS
ECONOMY.

Is SAUDI ARABIA’S ECONOMY PURELY SOCIALIST OR CAPITALIST?

SAUDI ARABIA'S ECONOMY IS NEITHER PURELY SOCIALIST NOR PURELY CAPITALIST, IT IS A MIXED ECONOMY WHERE THE
GOVERNMENT PLAYS A SIGNIFICANT ROLE IN KEY SECTORS LIKE OIL, WHILE PRIVATE ENTERPRISE EXISTS IN OTHER AREAS.

How DOES THE GOVERNMENT PARTICIPATE IN SAUDI ARABIA’S ECONOMY?

THE SAUDI GOVERNMENT PARTICIPATES ACTIVELY IN THE ECONOMY BY OWNING MAJOR INDUSTRIES, SETTING ECONOMIC
POLICIES, INVESTING IN INFRASTRUCTURE, AND REGULATING SECTORS TO DIVERSIFY THE ECONOMY BEYOND OIL.

\WHAT ROLE DOES PRIVATIZATION PLAY IN SAUDI ARABIA’S ECONOMIC SYSTEM?

PRIVATIZATION IS A GROWING ASPECT OF SAUDI ARABIA’S ECONOMIC SYSTEM AS THE GOVERNMENT AIMS TO DIVERSIFY THE
ECONOMY AND REDUCE DEPENDENCE ON OIL BY ENCOURAGING PRIVATE SECTOR PARTICIPATION AND FOREIGN INVESTMENT.

ADDITIONAL RESOURCES

* % UNDERSTANDING THE ECONOMIC SYSTEM OF SAUDI ArABIA: A COMPREHENSIVE REVIEW* *

WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE IS A QUESTION THAT FREQUENTLY ARISES AMONG ECONOMISTS,
INVESTORS, AND POLICYMAKERS SEEKING TO COMPREHEND THE DYNAMICS BEHIND ONE OF THE MIDDLE EAST’S MOST INFLUENTIAL
ECONOMIES. SAUDI ARABIA'S ECONOMIC STRUCTURE IS COMPLEX, SHAPED BY A UNIQUE BLEND OF GOVERNMENT CONTROL AND
MARKET-DRIVEN MECHANISMS. AS THE WORLD'S LARGEST OIL EXPORTER AND A PIVOTAL PLAYER IN GLOBAL ENERGY MARKETS,
THE KINGDOM'S ECONOMIC SYSTEM REFLECTS BOTH ITS HISTORICAL RELIANCE ON HYDROCARBONS AND ITS AMBITIOUS
DIVERSIFICATION AGENDA.

OVERVIEW OF SAUDI ARABIA'S ECONOMIC SYSTEM

SAUDI ARABIA OPERATES A MIXED ECONOMIC SYSTEM CHARACTERIZED BY SIGNIFICANT GOVERNMENT INTERVENTION ALONGSIDE A



GROWING PRIVATE SECTOR. THE STATE PLAYS A DOMINANT ROLE IN DIRECTING ECONOMIC ACTIVITY, PARTICULARLY THROUGH
OWNERSHIP OF NATURAL RESOURCES AND KEY INDUSTRIES. HOWEVER, MARKET PRINCIPLES INFLUENCE MANY SECTORS,
ESPECIALLY AS THE GOVERNMENT SEEKS TO STIMULATE PRIVATE ENTERPRISE AND ATTRACT FOREIGN INVESTMENT UNDER ITS
VisioN 2030 REFORM PLAN.

THE KINGDOM’S ECONOMY HAS TRADITIONALLY BEEN CLASSIFIED AS A RENTIER STATE, RELYING HEAVILY ON OIL REVENUES TO
FUND PUBLIC SPENDING AND SOCIAL PROGRAMS. THIS DEPENDENCE ON OIL HAS SHAPED THE ECONOMIC FRAMEW ORK, \WHERE PUBLIC
SECTOR DOMINANCE COEXISTS WITH NASCENT MARKET-ORIENTED REFORMS. UUNDERSTANDING WHAT TYPE OF ECONOMIC SYSTEM
DOES SAUDI ARABIA HAVE REQUIRES EXAMINING THE BALANCE BETWEEN STATE CONTROL AND MARKET LIBERALIZATION AS WELL
AS THE KINGDOM’S STRATEGIC ECONOMIC PRIORITIES.

HisToricAL CONTEXT AND ECONOMIC FOUNDATIONS

BEFORE THE DISCOVERY OF OIL IN THE 1930s, SAUDI ARABIA’S ECONOMY WAS PREDOMINANTLY AGRARIAN AND TRADE-BASED,
WITH LIMITED INDUSTRIAL ACTIVITY. THE DISCOVERY OF VAST OIL RESERVES TRANSFORMED THE ECONOMIC LANDSCAPE,
ENABLING RAPID MODERNIZATION AND STATE-LED DEVELOPMENT. OIL REVENUES FINANCED EXTENSIVE INFRASTRUCTURE PROJECTS,
PUBLIC SERVICES, AND GOVERNMENT EMPLOYMENT , EMBEDDING A STATE-CENTRIC ECONOMIC MODEL.

THIS ECONOMIC SYSTEM CAN BE DESCRIBED AS A RESOURCE-DRIVEN MIXED ECONOMY WITH STRONG GOVERNMENT OVERSIGHT.
THE GOVERNMENT CONTROLS THE OIL SECTOR THROUGH SAUDI ARAMCO, THE STATE-OWNED OIL GIANT, WHICH DOMINATES
PRODUCTION AND EXPORTATION. REVENUES FROM THIS MONOPOLY PROVIDE THE FISCAL BACKBONE FOR PUBLIC EXPENDITURES
AND SUBSIDIES.

STATE CoNTROL AND PuBLIC SECTOR DOMINANCE

A DEFINING FEATURE OF SAUDI ARABIA’S ECONOMIC SYSTEM IS THE SIGNIFICANT ROLE OF THE PUBLIC SECTOR. THE GOVERNMENT
OWNS SUBSTANTIAL SHARES IN KEY INDUSTRIES BEYOND OIL, INCLUDING PETROCHEMICALS, UTILITIES, AND BANKING. PusLIC
SECTOR EMPLOYMENT REMAINS A MAJOR SOURCE OF JOBS FOR SAUDI CITIZENS, REFLECTING THE STATE’S ROLE AS A PRIMARY
ECONOMIC ACTOR.

CENTRAL PLANNING MECHANISMS ALSO INFLUENCE ECONOMIC ALLOCATION DECISIONS, PARTICULARLY THROUGH FIVE-YEAR
DEVELOPMENT PLANS AND THE NATIONAL TRANSFORMATION PROGRAM. THESE INITIATIVES GUIDE INVESTMENT PRIORITIES,
INFRASTRUCTURE DEVELOPMENT, AND SOCIAL WELFARE POLICIES, REFLECTING A DIRIGISTE APPROACH WITHIN A FORMALLY
MARKET-ORIENTED FRAMEW ORK.

PRESENCE OF MARKET MECHANISMS AND PRIVATE SECTOR DEVELOPMENT

W/HILE GOVERNMENT CONTROL IS EXTENSIVE, SAUDI ARABIA HAS BEEN PROGRESSIVELY INTEGRATING MARKET-ORIENTED
REFORMS. THE PRIVATE SECTOR, HISTORICALLY CONSTRAINED BY REGULATORY AND CULTURAL FACTORS, IS NOW POSITIONED
AS A CRITICAL ENGINE OF ECONOMIC GROWTH. THE VIsIoN 2030 STRATEGY EMPHASIZES DIVERSIFICATION AWAY FROM OIL
DEPENDENCY, PROMOTING ENTREPRENEURSHIP, FOREIGN INVESTMENT, AND PRIVATIZATION EFFORTS.

KEY REFORMS INCLUDE EASING BUSINESS REGULATIONS, INTRODUCING NEW CAPITAL MARKET FRAMEWORKS, AND CREATING
SPECIAL ECONOMIC ZONES TO ATTRACT INTERNATIONAL COMPANIES. THESE MEASURES UNDERSCORE A GRADUAL TRANSITION

TOWARDS A MORE MIXED ECONOMIC SYSTEM WHERE MARKET FORCES PLAY A LARGER ROLE IN RESOURCE ALLOCATION AND
ECONOMIC INNOVATION.

FEATURES OoF SAUDI ARABIA’S ECONOMIC SYSTEM

ANALYZING WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE INVOLVES ASSESSING SEVERAL DEFINING



CHARACTERISTICS:

® RESOURCE DEPENDENCE: THE ECONOMY IS HEAVILY RELIANT ON OIL EXPORTS, WHICH ACCOUNT FOR ROUGHLY 509, oF
GDP anp ABouT 709% OF GOVERNMENT REVENUE, ACCORDING TO RECENT DATA FROM THE SAUDI MINISTRY OF
Economy.

o STATE OWNERSHIP: THE GOVERNMENT CONTROLS MAJOR INDUSTRIES, PARTICULARLY IN ENERGY AND INFRASTRUCTURE,
MAINTAINING A COMMANDING PRESENCE IN THE ECONOMY.

e EcoNoMIC PLANNING: CENTRALIZED ECONOMIC PLANS AND STRATEGIC INITIATIVES SHAPE LONG-TERM DEVELOPMENT
GOALS AND INVESTMENT PRIORITIES.

® MARKET LIBERALIZATION: RECENT REFORMS AIM TO BOOST PRIVATE SECTOR PARTICIPATION, DIVERSIFY THE ECONOMY,
AND REDUCE PUBLIC SECTOR DOMINANCE.

o LABOR MARKET STRUCTURE: A SIGNIFICANT PUBLIC SECTOR LABOR FORCE COEXISTS WITH EFFORTS TO INCREASE
PRIVATE EMPLOYMENT AND SAUDIZATION POLICIES TO PRIORITIZE NATIONAL \WORKFORCE PARTICIPATION.

CoMpARISONS WITH OTHER ECONOMIC SYSTEMS

SAUDI ARABIA’S ECONOMIC MODEL DIFFERS SIGNIFICANTLY FROM PURE CAPITALIST OR SOCIALIST SYSTEMS. UNLIKE
TRADITIONAL FREE-MARKET ECONOMIES SUCH AS THE UNITED STATES/ THE SAUDI GOVERNMENT RETAINS EXTENSIVE CONTROL
OVER VITAL ECONOMIC SECTORS. CONVERSELY, IT IS LESS CENTRALIZED THAN A FULLY PLANNED ECONOMY LIKE NORTH
KOREA’S, AS MARKET MECHANISMS INCREASINGLY INFLUENCE BUSINESS ACTIVITY.

IN coMPARISON TO OTHER GULF CooprerATION CouNCIL (GCC) COUNTRIES, SAUDI ARABIA’S SYSTEM IS NOTABLY LARGER
AND MORE DIVERSIFIED, BUT SIMILARLY RELIANT ON STATE INTERVENTION AND OIL REVENUES. COUNTRIES LIKE THE UAE EXHIBIT
MORE LIBERALIZED ECONOMIES WITH SIGNIFICANT PRIVATE SECTOR ROLES, WHEREAS SAUDI ARABIA IS STILL NAVIGATING THE
BALANCE BETWEEN PUBLIC CONTROL AND MARKET OPENNESS.

CHALLENGES AND PROSPECTS WITHIN THE ECONOMIC SYSTEM

UNDERSTANDING WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE ALSO REQUIRES A LOOK AT THE CHALLENGES
INHERENT IN THIS HYBRID MODEL. THE RELIANCE ON OIL EXPOSES THE ECONOMY TO VOLATILITY IN GLOBAL ENERGY PRICES,
CREATING FISCAL UNCERTAINTIES. THE PUBLIC SECTOR’S DOMINANCE CAN LEAD TO INEFFICIENCIES, BUREAUCRATIC INERTIA, AND
LIMITED INNOVATION.

HOWEVER, THE ONGOING REFORMS UNDER VISION 2030 REPRESENT A CONCERTED EFFORT TO ADDRESS THESE ISSUES BY
FOSTERING A MORE COMPETITIVE AND DIVERSIFIED ECONOMY. PRIVATIZATION INITIATIVES, INVESTMENT IN NON-OIL INDUSTRIES
SUCH AS TOURISM, ENTERTAINMENT, AND TECHNOLOGY, AND ENHANCED REGULATORY FRAMEWORKS AIM TO REDUCE THE
KINGDOM’S VULNERABILITY TO OIL SHOCKS.

Economic DiversiFicATION AND VisioN 2030

VisioN 2030 IS THE CENTERPIECE OF SAUDI ARABIA’S ECONOMIC TRANSFORMATION. |T OUTLINES OBJECTIVES SUCH AS
INCREASING THE PRIVATE SECTOR’S CONTRIBUTION TO GDP FrRoM 409% To 65%, DEVELOPING NEW INDUSTRIES, AND
ATTRACTING FOREIGN DIRECT INVESTMENT. THESE GOALS NECESSITATE A SHIFT TOWARDS A MORE MIXED ECONOMIC SYSTEM
WITH BALANCED GOVERNMENT-MARKET DYNAMICS.

THE SUCCESS OF THESE REFORMS HINGES ON POLICY IMPLEMENTATION, REGULATORY TRANSPARENCY, AND THE ABILITY TO



CULTIVATE A COMPETITIVE BUSINESS ENVIRONMENT. MOREOVER/ SOCIAL REFORMS AND HUMAN CAPITAL DEVELOPMENT ARE
CRITICAL TO CREATING A \WORKFORCE CAPABLE OF SUPPORTING A DIVERSIFIED ECONOMY.

ENVIRONMENTAL AND SOCIAL IMPLICATIONS

SAUDI ARABIA’S ECONOMIC SYSTEM ALSO FACES ENVIRONMENTAL SUSTAINABILITY CHALLENGES DUE TO THE CARBON-INTENSIVE
NATURE OF ITS PRIMARY INDUSTRY. EFFORTS TO INTEGRATE RENEW ABLE ENERGY AND GREEN TECHNOLOGIES INTO THE ECONOMIC
FRAMEW ORK ARE EMERGING PRIORITIES, ALIGNING WITH GLOBAL CLIMATE COMMITMENTS.

SOCIALLY, THE ECONOMIC SYSTEM MUST RECONCILE TRADITIONAL WELFARE EXPECTATIONS WITH MARKET EFFICIENCY. SUBSIDY
REFORMS AND PRIVATIZATION CAN IMPACT LIVING STANDARDS, REQUIRING CAREFUL MANAGEMENT TO MAINTAIN SOCIAL
STABILITY WHILE PURSUING ECONOMIC MODERNIZATION.

IN SUM, THE QUESTION OF WHAT TYPE OF ECONOMIC SYSTEM DOES SAUDI ARABIA HAVE REVEALS A DYNAMIC INTERPLAY

BETWEEN STATE CONTROL AND MARKET FORCES. THE KINGDOM’S PATH FORW ARD INVOLVES NAVIGATING THIS BALANCE TO
SUSTAIN GROWTH, DIVERSIFY ITS ECONOMY, AND INTEGRATE MORE FULLY INTO THE GLOBAL ECONOMIC ORDER.
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