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   Saudi Arabia: Economic Overview
Reaction to Arab Spring
Saudi Arabia’s reaction to the Arab Spring has been exactly opposite to the United States’. The Saudi regime has a vested interest in the region’s stability and the various other Middle Eastern monarchies staying in power. They have acted on this interest by assisting Bahrain quiet the protests that have troubled the Saudi neighbor for the past couple of months. Saudi Arabia has also been trying to strengthen its ties with other monarchies in the region, and has been pushing the Gulf Cooperation Council’s (GCC) expansion with the inclusion of Morocco and Jordan.  

While Saudi Arabia is not immune from the effects of the Arab Spring popular uprisings, the ruling family has the power and money to ride out the storm better than other nations in the region. Any protests so far have been very small and mainly inconsequential, and the Saudi government recently announced a new $136 billion social welfare spending package with the hope that it would counter act the calls for political reform
.

Relationship with the U.S.

The United States’ recent trend of siding with pro-democracy reformers at the expense of former political allies (see Hosni Mubarak in Egypt and Zin El Abidine Ben Ali in Tunisia) gives Saudi Arabia legitimate reason to be concerned. At the moment however, Saudi and American interests overlap in enough areas that the two countries expect to continue a mutually beneficial relationship for many years to come. Both nations need the region to remain stable, both politically and economically; both want Yemen to continue to undergo a smooth transition; and both are nervous about the continued ambitions of Iran. But most importantly, both countries need the oil to keep flowing.
 This set of objectives will keep U.S.-Saudi relations close for the foreseeable future.
Economic Indicators:
· The GDP of Saudi Arabia is $622 billion, making it one of the 25 largest economies in the world.

· Saudi Arabia has one of the highest per capita incomes in the region, standing at roughly $24,200.

· Saudi Arabia’s GDP grew by an estimated 3.6% in 2010.

· Unemployment last year was high at approximately 10.8%, however underemployment is an even more serious concern.
 

Economic Structure:

· Saudi Arabia’s economy relies primarily on its oil and natural gas reserves, which accounts for 80% of the Saudi government’s budget revenue, 45% of the GDP and 90% of export revenues.

· GDP by sector:

· agriculture: 2.7% 

· industry: 61.9% 

· services: 35.4%

· Although Saudi Arabia’s economy is somewhat vulnerable due to its high level of dependence on a single industry (oil and natural gas production), its proven reserve of 263 billion barrels should ensure its continued output of oil for a substantial number of years.

· Moreover, Saudi Arabia has used its oil and natural gas resources to diversify its economy and promote foreign investment into a number of other industries, including petrochemicals, telecommunications, and energy production.

· Negotiations to secure Saudi Arabia’s acceptance into the WTO in 2005 brought about a new guarantee of openness to foreign investment.

Political Considerations:

· Saudi Arabia is ruled as a kingdom by a traditional hereditary monarchy.

· The current head of state and Prime Minister is King Abdallah bin Abd al-Aziz Al Saud.

· Under Saudi Basic Law, the King is chosen from among the sons and grandsons of former King Abdul Aziz Al Saud.

· Most cabinet, ministry, and other positions in the government are appointed by the King and occupied by members of the extensive royal family.

· Saudi Arabia is governed under strict Shari’a, or Islamic law, with the King serving as the main administrator of the law.


Attractions:
· Natural Resources – Oil and Natural Gas: Saudi Arabia has the largest oil reserves in the world (over 25% of the world’s known reserves), and is the number one oil producer and exporter.

· Foreign Direct Investment – A Positive Climate: After 12 years of negotiations, Saudi Arabia finally joined the WTO in 2005.  Part of the requirements for Saudi Arabia’s acceptance into the organization was a promise to open the nation to more foreign investment.
 Saudi Arabia has embraced this new openness, and designated six “economic cities” as the primary sites of foreign investment and economic growth.

Troubled Spots:
· Dependence on Oil: As oil accounts for 80% of the Saudi budget revenue, 45% of the GDP and 90% of export revenues, it is naturally and unavoidably vulnerable to shocks revolving around this resource. Although its leadership in OPEC helps it to maintain some control over this vulnerability, the bottom line is that oil prices, predictions that reserve levels are dropping and “peak oil” is approaching, and the growth of alternative renewable energy technology leave the economy in danger of disaster. Attempts to diversify the economy have started, with growth into the petrochemical, power generation, and financial services industries.
 
· Underemployment and Reliance on Foreign Workers: Saudi Arabia has a huge population of foreign nationals who make up a significant portion of the labor force. Some estimates suggest that as much as 80% of workforce is non-national.
 Many of these foreign workers are from other Muslim countries in North Africa, the Middle East, and Southeast Asia and work in construction, oil production, or provide basic services. Saudi Arabia’s young and quickly growing population tends to be under- or unemployed, making job creation for Saudi citizens a national priority.

· Government and Civil Rights: Saudi Arabia is frequently criticized for its human and civil rights record.  Among the trouble spots is the lack of freedoms of speech, press, political power, and religion, as well as a denial of women’s rights.
 Western nations have cautiously pushed for, and won, some minor reforms, but Saudi Arabia remains too important of an economic and military ally to risk upsetting with a major push for reform.
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