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beneficiaries, costly and extensive 
public healthcare and education 
systems, publicly-subsidized gasoline 
prices, and artificially low consumer 
prices for water, energy and other 
utilities all have had a stake in the 
Saudi Government’s perennially 
generous public largess. By the end 
of 2015, the Kingdom was running 
an annual budget deficit of more 
than US$100 billion and was forced 
to liquidate more than US$90 billion 
of its foreign assets in 2015 to pay its 
bills. The Kingdom knew it had to take 
extraordinary measures. And, so Vision 
2030 and its restructuring of the Saudi 
economy was readied for its inaugural 
voyage.  

Among Vision 2030’s ambitious goals 
it aims to achieve by the year 2030, it 
states it will: 1) Move the country from 
its current position as the 19th largest 
economy in the world into the top 15; 
2) Increase local sourcing of goods and 
services in its oil and gas sectors from 
currently 40 percent to 75 percent; 
and 3) Increase the assets of the 
Kingdom’s Public Investment Fund 
(PIF), its national development and 
sovereign wealth fund, from its current 
value of US$165 billion to US$2 trillion. 
There are other equally daring goals. 
However, the question is after almost 
a year into Vision 2030, what progress 
has been made in its implementation? 

Will Saudi Arabia  
Soar under Vision 2030?

reservoir of resolve of the Saudi people 
when challenged as well as the rapid 
economic growth experienced by 
the country over the last 80 years. 
Given its enormous petroleum and 
downstream petrochemical industrial 
capabilities, it is difficult to imagine 
that just 80 years-ago its national 
economy was among the poorest in 
the world and was comprised mostly 
of merchant and agrarian commercial 
activity as well as the business of 
government. In the past 25 years 
alone, the Saudi economy has grown 
by an average rate of more than 4 
percent and has added millions of 
jobs to the nation’s job bank. The 
Kingdom is among the 20 largest 
economies in the world and has the 
largest economy of any Arab country. 
However, much of Saudi Arabia’s 
growth over the last four decades was 
spurred on by government spending. 
Those levels were kept buoyant and 
relatively consistent through reliable 
and moderately high global oil prices.  
At its core, Vision 2030 is defined 
by its recognition that the country 
must extricate itself from its historical 
bondage to the world’s oil markets and 
the erratic nature of oil prices so it can 
experience sustained growth. 

Vision 2030 seeks not only to capitalize 
on the Kingdom’s expanding industrial 
base, but is also designed to leverage 
its other assets listed in the plans three 
pillars: 

Announced by the Kingdom’s 
leadership in April 2016, Vision 2030 
represents the country’s latest and 
most comprehensive attempt to 
achieve economic prosperity and 
a more healthful and intrinsically 
pleasing society. Diversifying its 
economy away from an overreliance 
on oil is not a revelatory flash that 
occurred to the nation’s leaders 
brought about by prolonged lows in 
world oil prices. Saudi Arabia’s first 
Five-Year Development Plan adopted 
in 1970, and the nine Five-Year 
Development Plans that followed, 
all listed achieving greater economic 
diversification as a national goal. 
After almost 40 years of talking up 
this theme, one might be forgiven for 
having a healthy dose of skepticism 
over Saudi resolve in achieving the 
goals of Vision 2030. However, the 
circumstances of today’s Saudi Arabia 
are quite different than those of the 
Kingdom 40, 20 or even 10 years ago.  
Confidence within Saudi Arabia and 
among investors that Vision 2030 is 
the right path and its goals achievable 
are high. Actions taken by the Saudi 
Government within the past year 
have shown the Kingdom is not only 
serious about economic restructuring, 
it clearly has embarked upon an 
irreversible path toward achieving it. 

In examining the likelihood of Vision 
2030’s ultimate success, one should 
always keep in mind the tremendous 

1) The Kingdom’s status as the heart 
of the Arab and Islamic worlds as well 
as the Land of the Two Holy Mosques 
and the direction of the Kaaba to 
which more than a billion Muslims 
turn at prayer; 2) Its determination 
to become a global investment 
powerhouse, harnessing its strong 
investment capabilities to stimulate 
economic growth and diversify its 
resources; and 3) The Kingdom’s 
unique strategic geographical 
positioning and leveraging this 
attribute to establish the country as 
a global hub which connects three 
continents: Asia, Africa and Europe.

As man discovered he had to fly, 
likewise Saudi Arabia was handed 
an opportunity to reshape its 
economy and soar unfettered by its 
overdependence on oil. It discovered 
it had to. 

The rate of government spending 
in the Kingdom had become 
unsustainable. In June 2014, global oil 
prices began a steep and precipitous 
dive at the same time Saudi Arabia 
began to ramp up militarily and 
from a national security perspective 
to deal with a growing number of 
geopolitical threats in the region and 
at its borders such as in Syria, Yemen 
and intensifying Iranian hegemonic 
aspirations. The Kingdom’s military 
apparatus, burgeoning ranks of 
government workers, social welfare 

In describing Vision 2030 to an 
audience during the 2017 World 
Economic Forum in Davos, 
Switzerland, Saudi Arabia’s Energy, 
Industry and Mineral Resources 
Minister, Khalid Al-Falih, stated: 
“It is huge, audacious, ambitious, 
and the word ‘transform’ does not 
do it justice.” Minister Al-Falih fully 
recognized the important role the 
Kingdom’s oil and petrochemical 
industries play in providing a solid 
base upon which to further growth its 
economy and support the expansion 
of other critical sectors. However, he 
has stated the backbone of oil and gas 
will not be enough to take the country 
where it wants to go. Therefore, Vision 
2030 identifies heretofore relatively 
underutilized industries as economic 
development catalysts. Sectors such 
as mining, religious tourism, financial 
services and the privatization of 
state-owned concerns in education, 
transportation and healthcare have 
been targeted and given priority in 
the nation’s development plans. 
These newly exploited economic 
engines will add lift to the flight of 
Vision 2030 and propel it towards the 
goals of sustained economic growth. 
Referencing the historical dominance 
of the Saudi oil and gas sector as the 
economy’s main source of propulsion, 
Minister Khalid Al-Falih stated at 
Davos: “A large jumbo jet doesn’t fly 
with one engine.” 

As the saying goes: “If man 
were meant to fly, he would 
have been given wings”. 
Some attribute this quote 
to critical reflections on 

Leonardo da Vinci’s fantastical design 
of the Flying Machine. Captain Kirk 
of Star Trek fame once said: “They 
used to say that if Man was meant to 
fly, he’d have wings. But, he did fly. 
He discovered he had to.” Regardless 
of who authored the quote, as one 
ponders Saudi Arabia’s “Vision 2030” 
and whether it will lead the country 
to achieve its inspired national 
development goals, similarities 
between the audacious nature of 
manned flight and the Kingdom’s bid 
to grow and prosper beyond oil can be 
drawn. The Kingdom’s naysayers will 
say if Saudi Arabia were meant to get 
by economically on more than just oil, 
it would have been given other means 
to achieve growth and prosperity 
without black crude. Vision 2030, 
the Kingdom’s bold plan to reshape 
the Saudi economy and society 
at-large, has dared the Saudi people 
to soar beyond its over dependence 
on hydrocarbons. Along with its 
executing document, the National 
Transformation Plan (NTP), Vision 
2030 is designed to provide sustained 
lift for the Saudi economy and the 
tools for it to diversify its revenue 
streams and insure a significant 
infusion of domestic and foreign direct 
investment. 

! Edward Burton, President CEO  
US-Saudi Arabian Business Council
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As Orville and Wilbur Wright managed 
their first powered manned flight 
through trial and error, so it has taken 
the Kingdom successive national 
development plans to hone in on the 
right formula for achieving take-off and 
a sustained trajectory of an economic 
plan that will insure its sustained 
prosperity. An enormous amount of 
credit must be given to the Kingdom’s 
current leaders in devising the plan 
and having the right messaging to 
the world’s investment community 
about its resolve in sticking to the plan. 
Vision 2030 looks to be the Kingdom’s 
best hope for realizing aspirations it 
has held for many years. 

Sectors such as mining, 
religious tourism, 

financial services and 
the privatization of 

state-owned concerns in 
education, transportation 

and healthcare have 
been targeted and given 
priority in the nation’s 

development plans.

Improvements in transparency and 
the rules governing operations at the 
Tadawul All Shares Index (TASI), the 
nation’s bourse, continue to catalyze 
growth in its capitalization. 
Moreover, the Tadawul is not currently 
included in the MSCI Emerging Markets 
Index, however, the eventual inclusion 
into the MSCI seems inevitable given 
the Tadawul’s recent capital market 
upgrades. These changes include new 
rules for Qualified Foreign Investors, 
an improved settlement cycle of listed 
securities (T2 1Q or 2Q 2017), the 
elimination of the cash prefunding 
requirement and the introduction of 
delivery versus payment. Although 
the Saudi capital markets have been in 
substantial operation for 46 years, it is 
still a maturing but integral part of the 
Kingdom’s functioning economy.

The issue of transparency in financial 
disclosure also remains a dominant 
topic in assessing the maturation of 
the investing environment in Saudi 
Arabia and the prospects for Vision 
2030’s success in attracting global 
investors. The depth and detail in 
publications of Saudi national budget 
figures have steadily improved over the 
past several years. And, as the Saudi 
Government readies Saudi Aramco for 
its IPO, the investing community will 
be watching closely to see whether 
an abundance of information on the 
company’s finances as well as the 
country’s own finances is disclosed.

Adding to its already formidable 
holdings, the IPO proceeds into the 
PIF is expected to make it the largest 
sovereign wealth fund in the world 
with an approximate size of US$2 
trillion.

The Kingdom is making significant 
progress towards the planned IPO of 
Saudi Aramco. It has been reported 
that during recent weeks, the head of 
the PIF, Mr. Yasir Al-Rumayyan, met 
with private equity investors such as 
the Blackstone Group, TPG, and the 
Carlyle Group. The PIF has also hired 
European banker Cyrille Urfer to lead its 
stock and bond portfolios. And, it was 
reported that Saudi Aramco has hired 
the boutique investment bank Moelis 
& Co. to advise it with its initial public 
offering.

Courting Foreign Direct 
Investment (FDI)

The Kingdom’s ability to attract 
strategic investments in its industries 
and grow its FDI stock is critically 
important to the achievement of 
its goal of having the private sector 
shoulder more of the financial load 
borne by government in funding the 
nation’s economic development. To 
do this, the Saudi Government has 
been reforming and modernizing 
its equity and debt markets to 
operate more efficiently and be more 
welcoming to global investors.

Engagement of the Saudi 
Private Sector

The Saudi private sector’s broad 
engagement in the economic 
development plans as outlined 
in Vision 2030 is essential for its 
success. These businesses make up 
a substantial portion of the country’s 
non-oil sector. The expansion of this 
segment of the Saudi economy should 
serve as a reliable barometer on Vision 
2030’s progress as it reflects how far 
the Kingdom is moving beyond its 
reliance on oil. Since Vision 2030’s 
launch, the Saudi non-oil sector 
grown.

The Emirates NBD Saudi Arabia 
Purchasing Manager’s Index (PMI), 
a seasonally adjusted monthly 
survey conducted by Emirates NBD, 
registered improved growth of the 
Saudi non-oil sector at the start 
of 2017. The PMI rose from 55.5 in 
December 2016 to 56.7 in January 
2017 which was the strongest rate of 
improvement seen in nearly one and 
a half years. A level recorded above 50 
in the index means non-oil business 
is expanding. A marked improvement 
in output occurred at the strongest 
rate in 17 months and was a key factor 
cited for the increase. An impressive 
rise of incoming new business also 
occurred at the sharpest pace in 14 
months. 

There are some key indicators that 
offer investors insight as to the current 
and future success of Vision 2030. 

Saudi Aramco’s Initial Public 
Offering

Expected sometime in 2018, the initial 
public offering for sale of 5 percent of 
Saudi Aramco, the largest oil company 
in the world, is anticipated to be the 
largest IPO in history. To date, the 
largest IPO occurred in September 
2014 when Alibaba went public 
netting the company proceeds of 
US$25 billion. Although the process 
of valuation of Saudi Aramco assets 
is ongoing, some financial analysts 
project the value of those assets to 
be between US$1 trillion and US$2.5 
trillion. Proceeds from the public sale is 
projected to reach US$100 billion. This 
would make the IPO the largest stock 
market flotation in history dwarfing 
previous IPOs. 

Critical to Vision 2030’s plan to 
diversify the country’s revenue 
streams is its investment strategies to 
acquire interests in new and disruptive 
technologies from the world’s major 
technology markets that will enhance 
the growth of its industries. The 
proceeds of Saudi Aramco’s IPO are 
expected to be deposited into the PIF 
and used to make these technology 
investments. 


