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The Saudi Ministry of Finance announced
the 2019 Budget on 1 8th December 2018.
This report is a continuation of Strategic
Gears’s commitment to highlight key
insights and outlooks from Saudi
budget announcements. In this report,
we will compare the 2018 estimates and
the 2019 budgeted fiscal and economic
figures with the actual and forecasted
ones from the recent past and future
respectively.
With the 2019 budget announcement,
the government also released estimates
for the performance of the 2018 budget,
which have been revised upwards for
both revenue and expenditure increases,
with the deficit decreasing due to a
higher rise in the former. Although
the Kingdom’s revenue diversification
strategies have increased non-oil
revenues significantly, the upward
revision of the revenues was led by the
rise in oil prices during 2018.
With the historically-largest budget
of 2019, the Kingdom plans to finance
persistent efforts in the form of Vision
Realization Programs (VRPs) and other
VISION 2030 initiatives, while sustaining
and facilitating economic growth.

Fiscal Outlook: The 2019 budget
prioritizes expenditure on capital
investments and VRPs, which is also
reinforced by efforts to maximise
current expenditure efficiency. On
the other hand, as recent increases
in oil prices have increased revenues,
the Kingdom remains committed to
diversify, culminating in increasing nonoil revenues consistently over the past
period and continuing into the medium
term. As a result, the Kingdom is ontrack to achieve Fiscal Balance, despite
slight revisions, by 2023.
Economic Outlook: While the oil price
decline of 2014 caused select economic
indicators to decline accordingly, the
government’s initiatives to strengthen
the economy are also coming to fruition.
The various programs and initiatives
are working together in protecting and
strengthening the economy, increasing
GDP growth, providing employment,
empowering women, supporting SMEs,
and enabling private sector growth.

Overall, the outlook for the Kingdom’s economy and financial health remains
positive, but the full effects of the programs and initiatives will be seen in
the medium to long term.
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Executive
Summary

Progressing towards sustainability

The increase in oil prices in 2018 coupled with the successful
implementation of revenue diversification strategies led to an increase
in revenues versus the budget. Whereas, the increase in expenditures
versus budgeted figures can mainly be attributed to the royal decree
returning annual allowances and the cost of living allowance for public
sector employees earlier on in the year.

Source: Ministry of Finance - KSA

The recent increase in oil prices has also prompted the government
to revise revenue and expenditure estimates for the medium term
including 2019. The increased expenditure is to be used to finance
VISION 2030 programs which directly contribute to the economic
growth. It is also worth noting that the revenue increase exceeds
expenditure, which reduces the deficit and, ultimately, positively
contributes to achieving the Fiscal Balance Program's (FBP) goals.
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Source: Ministry of Finance - KSA

The Kingdom’s fiscal and economic focus-on areas in the medium-term are summarised in
the table below and will be further explained in the next sections:

Medium Term Focus
• Managing budget deficit and public debt
• Diversifying sources of revenue
• Maximising efficiency of Operational Expenditure (OPEX)

Fiscal

Relevant programs & initiatives
Revenues: Implementation of the VAT, Expat Levy, Excise tax and Energy
price reforms.
Expenditure:
• Increasing efficiency of social spending (Ex: Citizen Account Program)
• Improving spending efficiency (Ex: Center of Spending Efficiency,
Strategic Procurement Unit, Itimad)
• Prioritization of CAPEX over OPEX

Medium Term Focus
• Diversifying economic activities in the Kingdom
• Facilitating private sector growth

Economic

Relevant programs & initiatives
•
•
•
•
•

Financial Sector Development Program
Privatisation Program
National Entrepreneurship Program
Strategic Partnership Program
National Industrial and Logistics Program
While the Kingdom has made great strides to achieve VISION 2030
stipulated targets, the full effects of the various programs and initiatives
will be seen in the medium-term.

Source: Ministry of Finance - KSA
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Budget
Overview
Chart 1 |

Largest Budget in the Kingdom’s history

Saudi Revenues and
Expenditures (SAR Billion)

Revenues

Expenditures

Deficit

The successful implementation of impactful economic
initiatives and programs over the past couple of years
are apparent in the steady growth of revenues. In 2018,
revenue diversification initiatives were augmented by
the rise in oil prices which pushed the revenues upwards
and reduced deficit. This also prompted the government
to revise its figures upwards over the medium term,
including for 2019.
In 2019, expenditure is planned to be focused on ensuring
efficiency of operational expenditure whilst increasing
capital investment in new infrastructure initiatives to
strengthen the economy. To finance such plans, the
Kingdom recently implemented a number of initiatives,
including the VAT and the reform of energy and other
subsidies, while enhancing the efficiency of operational
expenditure such as social spending. The deficit, on the
other hand, is being financed through public debt, which
is still at very low levels and has been capped below
30%, and through the government reserves with SAMA,
which also remain at adequate levels.

Source: Ministry of Finance - KSA

Chart 2 | Expenditure breakdown by sector (SAR Billion)

Source: Ministry of Finance - KSA

•
•

The top 3 priorities for the budget remain consistent over the previous years, i.e. Military, Education,
and Healthcare.
The largest Y-o-Y increases occur in:
A. Economic Resources, of which %54 is allocated for mega projects and initiatives of the VRPs.
B. Infrastructure and Transport, of which %53 is allocated to the VRPs.
C. General Budget Items, which include the government’s contribution to the Public Pension
Agency (PPA) and General Organization for Social Insurance (GOSI) among other expenses.
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Achievements
& Targets

Testament of Kingdom-wide persistent efforts

The 2019 Budget focuses on financing initiatives and programs contributing to stipulated
VISION 2030 targets. Tables 2 & 3 summarise the biggest achievements (in 2018) and
Targets (in 2019) for the most prominent Ministries:

Achievements (2018)
• Decreased the number of rented school buildings from 7,600 to 5,200.
• Enhanced training programs such as the teachers’ capability
development program and external scholarships program.
• Launched the Maher Program which focuses on providing high-tech
technical workshops in secondary schools and promoting students
professional attitudes.

Targets (2019)
• Constructing 355 new school buildings in 2019.
• Supporting MOE initiatives in 2019 such as the International Experiences
Program for teachers and external scholarship programs.

Achievements (2018)
• Announced 68 Initiatives for the private sector to facilitate
nationalization.

job

• Stabilized the unemployment rate after the increase in 2016- 2017.
• Initiating efforts to nationalize jobs in 12 commercial activities during
2018 with a commitment percentage of 88% by the private sector.
• Successfully employing 40,000 social security beneficiaries.

Targets (2019)
• Supporting the third sector to reach 950 charity organizations by end of 2019.
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• Investing in human capital sensitive sectors such as Tourism and
Entertainment to open new employment opportunities.
• Decreasing the unemployment rate in 2019 after keeping it stable in 2018.
Source:
• 2019 Budget broadcast | • Ministries’ Official Social Media accounts | • SPA “Saudi Press Agency” | • MOH End Year Presentation 2018

Achievements
& Targets

Testament of Kingdom-wide persistent efforts

Achievements (2018)
• Launched the Etimad platform with 450 government entities registered.
Government entities can use “Etimad Platform” to manage their
budgets and contracts, manage payments and manage government
tenders.
• SADAD project rectified delayed government payments for the private
sector vendors.
• Launched The Center of Spending Efficiency and The Non - Oil Revenue
Development Center.

Targets (2019)
• Focus on the improvement of spending efficiency and sustaining
economic growth through funding VISION 2030 initiatives

Achievements (2018)
• Reduced the time needed to issue commercial licences from 15 days to
30 minutes.
• 43% growth of institutions within 3 years reaching to 935,916 in 2018.
• 4,315 enterprises got benefits because of the government fee recovery
initiative with a total amount of SAR 7 billion.

Targets (2019)
• Allocation of SAR 12 billion for small and medium enterprises growth.
• Launching of the franchise systems and e-commerce.
• Supporting the Anti-Commercial Fraud and the Anti-Hidden Economy/
Tasattur initiatives.

Source:
• 2019 Budget broadcast | • Ministries’ Official Social Media accounts | • SPA “Saudi Press Agency” | • MOH End Year Presentation 2018
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Achievements
& Targets

Testament of Kingdom-wide persistent efforts

Achievements (2018)
• Collected fees on 400 million square meters of “Vacant/White Lands” in
4 major cities.
• Reached 8k housing loans/month in 2018.
• Reduced first installment of loans from 10% to 5%.
• Launched the Ejar program which organized and facilitated the real estate
leasing sector with incentive systems and mechanisms.
• Launched the Mullak program which regulates the relationship between
owners of real estate units with joint ownership.
• Agreement with 108 charities was signed to buy 10,000 housing units.

Targets (2019)
• Allocation of SAR 6 billion to build 23,000 housing units using modern
construction techniques.
• Supporting the adoption of modern construction techniques in the
industry.
• Finishing 100 housing projects by end of 2019.

Achievements (2018)
• 2018 Initiatives raised the GDP by 2.3% versus the forecasted 1.8%.

Targets (2019)
• Enabling the GDP to increase by 2.6% in 2019 .

HUMAN RESOURCES DEVELOPMENT FUND

Presentation

Riyadh, KSA
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Source:
• 2019 Budget broadcast | • Ministries’ Official Social Media accounts | • SPA “Saudi Press Agency” | • MOH End Year Presentation 2018

Achievements
& Targets

Testament of Kingdom-wide persistent efforts

Achievements (2018)
• Allocated SAR 5 billion of the capital of the Export Bank (SAR 30 billion)
as part of the private sector stimulus packages to finance exporters.
• Supported the National Industry and Logistics Development program.

Targets (2019)
• Mining investment license application timeline will be reduced to 60
Days.
• Investing in the localization of the military industry.

Achievements (2018)
• Provided more than 260 thousand consultations through the Sehha Mobile
application.
• Launched Mawid and reached 8 Million reservations through it.
• Launched 9 Cardiac catheterization centers.
• Launched online sick leave service.

Targets (2019)
• Establishing 4 Oncology units.
• Establishing 26 cardiac catheterization centers.
• Financing 19 other health projects.
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Source:
• 2019 Budget broadcast | • Ministries’ Official Social Media accounts | • SPA “Saudi Press Agency” | • MOH End Year Presentation 2018
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Diverse
revenue
sources

Reducing dependence on Oil Revenues

Chart 3 | Revenue Breakdown
(% total of Revenues)

Source: Ministry of Finance - KSA

Non-oil revenues have increased considerably in absolute
terms over the previous years, but the increase in oil
prices in 2018 have counteracted their increase in the
share of revenue.

After sharp oil prices decreases in
‘14-’15, the government, as a part of
VISION 2030, focused on diversifying
and building non-oil revenues. As
part of its plans in the recent term, a
number of initiatives were executed
including increased visa fees, increased
Municipal service fees, revision of the
expat levy, excise tax, VAT and the
reform of energy subsidies.
The Public Investment Fund is also
driving economic development through
efficient management of the Kingdom's
assets in the medium and long terms.
However, the PIF's contribution is still
excluded from the budgeted revenues.

Chart 4 | Oil Prices ($/bl)

Source: OPEC, Argus Media forecasts

Oil Prices declined in October 2018, and OPEC has taken
steps to reduce production and increase prices in 2019.
Forecast

Jan-18

Jan-19

VRPs focus on developing and
increasing growth rates of some of
the major sectors such as industry and
mining, financial, tourism and leisure
services. Some of these are expected
to have a positive impact in the short
term, while the greatest impact should
come over the medium and long term.

Jan-20

Chart 5 | G20 Non-oil Revenue to total Expenditure* (2015)
While non-oil revenues have historically financed a small share of total expenditure, the Fiscal Balance Program
aims to increase its contribution from the current 17% up to 50% by 2023, which is a very challenging target to
be achieved, but would have a major impact once it does.
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Source: WorldBank

Spending
Efficiency

Reducing OPEX and increasing CAPEX

The Kingdom's Fiscal policies on the medium
term are focusing on:

Chart 6 | Expenditure breakdown
(% of total expenditure)

The data reflects the Kingdom’s policies of OPEX
efficiency and increased CAPEX

CAPEX

OPEX (Wage Bill)

Source: Ministry of Finance - KSA
Total Expenditures are in SAR Billion

OPEX (Other)

•

CAPEX: The increase in CAPEX is directed
towards Vision Realization Programs,
expanding the impact of social spending
and investment spending aimed at
stimulating economic activity; all of which
will have a positive effect on various
economic indicators.

•

OPEX: Increasing the efficiency of OPEX
is an important objective of the Kingdom’s
large-scale fiscal policies. One of the most
significant steps taken recently for this
purpose was the reform of government
subsidies with the Citizen Account Program,
which provides support to its beneficiaries,
maximizes utility, reduces waste, and is more
efficient and just. The effects of the push
for optimization are seen in the decreasing
wage bill (in 2019) to the government (see
chart 5).

Chart 7 | G20 Government Wage Bill | 2016 (% of total Spending)
A very large percentage of the Kingdom’s operational expenditure is comprised of public sector employee
compensations (wage bill). Even though it is decreasing, comparatively, it is still very high compared to global norms.
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Source: WorldBank

Finance
Deficit

Bridging the gap between Revenues and Expenditures

The government finances its deficits through withdrawals from its reserves at SAMA and
by borrowing (public debt). Consecutive fiscal deficits after 2015 have depleted reserves
and increased public debt considerably. To counteract that, the government launched the
FBP in 2016 with the aim of reaching a budget surplus by the year 2023. The main focus of
the program is to improve operational and capital expenditure, increase non-oil revenues,
and sustain economic growth. Due to the FBP's impact, the rates of increase in debt
and decrease in reserves are continuing to slow down. While the debt continues to be
very low comparatively, the authorities have also proactively set a 30% debt ceiling. The
data presents evidence of the effectiveness of the FBP's initiatives and proves that the
government is on track to achieve FBP targets, although with slight revisions reflecting
the change in Kingdom’s fiscal forecasts.
Chart 8 | Public Debt and Government Reserves

SAR Billion

% of GDP

Source: Ministry of Finance – KSA

The rate of decrease in government reserves and the rate of increase in public debt have both slowed down from
-25% to -5% and from 122% to 21% respectively.

General reserves

Public debt

Debt/GDP

Chart 9 | G20 Debt to GDP ratio (2017)
KSA’s Debt to GDP Ratio remains among the lowest when compared to G20 countries

Source: Trading Economics
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Stimulate GDP
growth

Effective economic planning

The government’s broad range of
initiatives to increase non-oil GDP,
promote privatization, and stimulate
investments, coupled with a rise in
oil prices have all contributed to a
significantly healthier economic state
and outlook, with the government
forecasting increased GDP growth
for the next 5 years. According to the
Ministry of Finance, several initiatives
and programs have been set-up to
facilitate this, including:
• Financial Sector development program
to strengthen the financial sector and
enhance its attractiveness.
• Support for the Small and Medium
Enterprises
(SMEs),
including
reimbursement of SMEs’ fees, the
creation of the “fund of funds” to invest
in venture capital, restructuring of the

SME financing program (KAFALAH) and
the establishment of a SME investment
fund.
• The empowerment of Saudi Women by
enhancing employment opportunities
and improving work conditions, as well
as achieving income equality.
• Privatization program to privatize
previously public services/assets,
aiming to improve both quality and
efficiency.
• National entrepreneurship program to
stimulate private sector growth.
• Strategic partnership program to open
new horizons for the economy.
• National Industrial Development and
Logistics Program (NDC) to maximise
the utilization of natural resources.

Chart 10 | Saudi GDP growth (%)
The effectiveness of the government’s response is paying-off with the GDP growth
bouncing back from a Y-O-Y decrease from ‘15-’17

-0.90%
Source: Ministry of Finance - KSA
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Chart 11 | Oil Producing G20 countries – GDP growth
While the chart doesn’t show the isolated effects of the oil price decline, we can deduce that
Saudi Arabia’s over dependence on oil revenues affected its GDP growth for a longer duration
compared to other oil producing nations. While the GDP growth declined considerably from
2015 - 2017 , the indicator has been improving significantly starting from 2018.
%
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Source: WorldBank, IMF

Develop the
Economy

Managing key economic indicators

The economic indicators discussed below show the trends of the Kingdom’s economic
growth. Comparing the trends with the latest figures from 2018 show improvements and,
hence, provide evidence of the effectiveness of the government’s fiscal and economic
reforms and initiatives.
Chart 12 | Consumer Price Index (100 = 2010)

Consumer Price Index

Relative to 2010

• The Consumer Price index (CPI) has remained
relatively stable with the G20 average up till
2014.
• Recent reforms and initiatives are reverting
the trend as latest estimates by MOF state
that the CPI has increased by 2.5% Y-o-Y in
2018.

Source: WorldBank

| *Excluding the European Union

Chart 13 | Private Consumption Growth

%

(Y-o-Y % increase)

Source: WorldBank | *Excluding China | **Excluding US and Japan

Chart 14 | Foreign Direct Investment,
Net inflows (% of GDP)

Private Consumption Growth
• Private consumption growth was almost
three times the G20 averageduring the
period from 2014 to 2015, but dipped greatly
after the oil price decline.
• According to MOF, private consumption
grew by 2.2% during the first half of 2018
due to the activation of the Citizen Account,
reinstatement of annual allowances to public
sector employees and the cost of living
allowances absorbing the negative impact
of both the VAT implementation and the
energy price reforms had on this indicator.

Foreign Direct Investment

% of GDP

• Although the two graphs show similar
trends, the Kingdom has seen a steeper
decline in FDI after 2015 compared to the
G20.
• VISION 2030 greatly emphasizes the
correction of this situation (such as with
the Future Investment Initiative) and their
corrective effects will be seen in the medium
term.
• 2018 estimates by SAMA expect the FDI to
increase by SAR 12.1 Billion, corresponding
to 0.46% of GDP.

Source: WorldBank
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Looking
Ahead

A lot of progress, but a long way to go

In the medium term, fiscal and economic reforms are aimed at accelerating economic
transformation, ensuring the sustainability of public finances while increasing rates of
economic growth and maintaining low rates of the budget deficit.
Fiscal reforms are doing their part in diversifying sources of revenue and increasing operational
expenditure efficiency. The latter are led to a large extent by the Ministry of Finance’s recent
initiatives to improve the Fiscal management framework; the Macro-Fiscal Policies Unit
(MFPU), the Center of Spending Efficiency (CSE), the Debt Management Office (DMO) and the
Etimad platform are testament to this.
Economic reforms on the other hand, spearheaded by the Vision Realization Programs, are
enabling key drivers such as employment, local content creation, Foreign Direct Investment
and SME contribution.
While the Kingdom is on the right track to achieve stipulated Fiscal Balance Program and
National Transformation Program targets, the effectiveness of initiatives will be seen in the
years to come.
Chart 15 | Revenues and Expenditures (SAR Billion)

Chart 16 | Real GDP growth

Chart 17 | Public Debt to GDP
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Source: Ministry of Finance - KSA, E=Expected, B=Budgeted, F=Forecasted

About Strategic Gears
Strategic Gears is a Management Consultancy based in Saudi
Arabia, with presence in Riyadh and Jeddah, serving clients across
the country. Strategic Gears's clients include the biggest public
and private sector organizations, including a number of ministries,
authorities, financial institutions, and companies. The company
utilizes its top notch local consultants, and global network of
experts to offer strategic solutions in the fields of Strategy
development, Strategic marketing & communication, Research &
Analytics, and Operational Excellence, and have a proven track
record with multiple clients in each.
www.strategicgears.com
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info@strategicgears.com

Disclaimer of Liability: Unless otherwise stated, all information contained in this document (the “Publication”) shall not be reproduced,
in whole or in part, without the specific written permission of Strategic Gears. Strategic Gears makes its best effort to ensure that the
content in the Publication is accurate and up to date at all times. Strategic Gears makes no warranty, representation or undertaking
whether expressed or implied, nor does it assume any legal liability, whether direct or indirect, or responsibility for the accuracy,
completeness, or usefulness of any information that is contained in the Publication. It is not the intention of the Publication to be used
or deemed as recommendation, option or advice for any action(s) that may take place in future.
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