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Introduction

Saudi Arabia’s Vision 2030 has a clear goal of putting the non-oil sector
at the centre of the country's economic development. The National
Transformation Program and the Fiscal Balance Program, for example, have
initiatives and targets to diversify total government revenues as part of
the Vision 2030 objectives.
Plans to diversify and raise non-oil revenue's contribution to the economy
have been part of development plans since the 1970s; however, it was not
until the launch of the Saudi Vision 2030 in 2016 that they began to gain
momentum.
In this report, we evaluate Saudi non-oil revenue performance through this
journey, including its highs and lows, successes, and failures. We highlight
the experiences of two other oil-rich countries -- Norway and Venezuela-which offer policy insights and lessons learned. Norway is frequently
touted as an example of how to manage natural resources such as oil and
gas to avoid the resource curse, as well as with regards to revenue source
diversification. On the other hand, Venezuela’s (holding most of the world's
oil reserves) approach to managing oil resources, economic diversification
and development serves as a cautionary tale.
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Executive
Summary
The current analysis covers nine development plans from 1970 through 2014. We examine the
government's efforts to diversify total revenues using four variables: non-oil share of total revenue,
GDP, non-oil GDP and total expenditures.
The analysis concludes that after more than 40 years of development plans aiming to diversify the
Saudi economy:
● The Saudi government’s efforts toward revenue diversification during the period of the nine
5-year development plans issued since 1970 remained elusive until the launch of Vision 2030.
Some modest progress can be observed during the periods of the 3rd, 8th and 9th plans, but
oil remained the main source of revenue driving the economy.
▪ Oil revenues still accounted for an average of 81% of total government revenues, 17% of GDP
and 93% of total expenditures.
▪ During this period, non-oil revenues averaged 19% of total revenues, 3% of GDP, 11% of non-oil
GDP and 18% of government expenditures.
● The nine 5-year development plans up to 2014 shared common objectives, but also encountered
significant obstacles (in addition to external market pressures) that hampered efforts to
diversify government earnings. The rentier economy, a slower rate of privatisation, the inability
of non-oil income to keep up with economic growth (resulting in a greater reliance on oil
revenues for budgetary spending), and insufficient/lack of creative methods to raise non-oil
income were key challenges faced by these plans. A defined tax system was missing, and
essential economic/administrative fees such as the import tariffs were not optimised, utilised,
or updated.
● The 2014 oil price collapse and the launch of Vision 2030 in 2016 were key turning points. Even
though the nine previous plans intended to diversify the economy, none of them did a better
job of establishing the groundwork for such a shift than the Vision 2030 plan. As part of its
Fiscal Balance Program, the government implemented additional non-oil revenue-generating
initiatives, which have been paying off since then (Figure 1).
● The experiences of Norway and Venezuela in diversifying their economies and non-oil
government revenues offer policy insights for Saudi Arabia and other oil exporters. Norway,
for example, developed a private-sector-led non-oil revenue tax base that was able to sustain
budgetary spending. While in Venezuela, the country's efforts were impeded by years of bad
administration and corruption (according to the Corruptions Perceptions Index by Transparency
International) as well as the inability of non-oil revenue to compensate for oil income losses
and long periods of budgetary profligacy.
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Executive
Summary

● In the long run, fiscal sustainability in Saudi Arabia will require a broader base of non-oil revenue.
▪ To meet the Vision 2030 target, non-oil revenue needs to grow at a CAGR of 11.6% per year
until 2030 – an additional SAR 69.7B annually from 2021 levels.
▪ While non-oil revenue as a proportion of government expenditure has grown, it remains
lower compared to G20 peers.
▪ Non-oil tax revenue in Saudi Arabia is now higher than the rest of the GCC, but lower than in
other oil-exporting countries such as Algeria, Kazakhstan, and Mexico.
▪ Maximizing the positive impact of tourism through visa fees and sales taxes on tourist
services, and realising the benefits from privatisation and PPP initiatives, will be key non-oil
revenue growth drivers moving forward.

Figure 1: Non-oil revenue averages since Vision 2030 outperforming
Non-Oil Revenue Performance1
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The Non-oil
Revenue Story
before Vision 2030

Overview

To examine the performance of non-oil revenue during the period of the nine 5-year development
plans stretching 1970s to 2014, it is important to understand the context in which the five-year
plans were issued as well as their objectives and priorities. Five major objectives were at the
heart of the development plans. The government aimed to improve living standards, diversify the
economic base, expand the private sector's role in the national economy, develop human capital,
and create balanced regional development.

Plans 1-3

Plans 4-5

The 4th plan emphasized diversification by promoting non-oil sector growth, as
well as encouraging foreign investment. During the 5th plan, the private sector
was urged to play a larger role and boost its contribution in sectors such as public
utilities and transport where the government had historically supplied services.
Accelerating the nationalization process was also a top priority.

Plans 6-7

Privatization and economic efficiency were major priorities of the 6th plan.
The 7th plan prioritised human resource development, privatisation, and
enhancing productivity and efficiency within government.

Plan 8

The 8th plan marked a methodological shift, defining more precise objectives,
deadlines, and responsibilities for implementation agencies. It prioritised
improving quality of life, promoting regional development, developing human
resources, broadening the economic base, and encouraging domestic and
international investment.

Plan 9

6

In the first two plans which spanned the 1970s, infrastructure was a key
priority. The focus shifted with the third plan to education, health, and social
services.

The drafting of the 9th plan coincided with the global financial and economic crisis
that shook global markets. It embraced a set of key macro objectives including
boosting economic growth, lowering inflation, and improving the balance of
payment. It also continued to prioritise diversification, increasing Saudi labour
employment rates, improving market efficiency, and strengthening economic
integration with the rest of the region, particularly the GCC countries.

The Non-oil
Revenue Story
before Vision 2030

Development plans
had to also adapt to
external forces2

Development Plans, Key Priorities & External Conditions
1970-1974
1

1975-1979
2

1980-1984
3

Providing infrastructure
& basic government
services, expanding social
programs, developing
human resources.

Infrastructure growth, oil
resource conservation,
supporting energy-intensive
businesses, creating financial
and administrative laws &
regulations, promoting publicprivate sector collaboration.

Continuing to develop
and invest in hydrocarbon
industries, completing
infrastructure projects,
streamlining administrative
processes.

1973 oil crisis

1979 oil crisis

1995-1999
6

1990-1994
5

1985-1989
4

Reducing reliance on oil,
expanding the private
sector, enhancing
government economic
efficiency, maintaining
infrastructure projects,
strengthening human
resources.

Encouraging further
private sector participation
(especially in utilities
& transport), improving
the technological base,
accelerating Saudisation.

Enhancing defensive
capabilities, rationalising
government spending,
increasing private sector
activities, enhancing human
resources, continuing
infrastructure growth,
Saudisation.

Post-Gulf war

Gulf war

2000-2004
7
Enhancing privatisation policy
implementation, upgrading Hajj
& Umrah services, developing
a science & technology base,
infrastructure maintenance,
developing volunteer services,
enhancing education, health
& social services, upgrading
workforce skills.

Early 1980s recession

Unfavourable, oil price crash of 1986

2005-2009
8

2010-2014
9

Improving human resources,
raising living standards,
promoting balanced regional
development, diversifying
the economic base, improving
the investment climate,
privatising more public
operations/services, creating
new revenue streams.

Early 2000s recession

Improving living standards,
achieving balanced
development, diversifying
the national economy's
productive base, increasing
competitiveness,
accelerating the transition
to a knowledge-based
economy.
Post financial crisis and pre2014/2015 oil price collapse

Financial crisis
Dev Plan

Priority

Economic Conditions

7
2- Ministry of Economy & Planning.
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Performance of Non-Oil
Revenue 1970-2014

Over the course of the nine plans, the Saudi government made notable progress toward its aims of
improving living standards & quality of life, modernising the Kingdom's infrastructure, developing
human capital, and expanding the private sector. However, the government's ability to diversify its
revenue sources remained limited. The value of non-oil revenue remained low overall in the period
of the nine development plans, despite some increases during this time – most notably during the
8th and 9th plans (Figure 2 & 3).
● While the 1st and 2nd plans also included diversification as part of the government’s objectives,
it was from the 3rd plan that emphasis was placed on accelerating the process.
▪ During the 3rd plan, oil revenues decreased significantly, while non-oil revenues increased, owing
to greater investment income and collections from domestic sources like customs taxes, Zakat,
electricity and water costs, airport and seaport levies, and revenue from the Hajj.
▪ Non-oil revenues declined during the 4th plan phase, but as a share of total revenue and
expenditure, it peaked at an average of 38% and 25% respectively from 7% and 16% in
the 1st plan. The government raised import duties during this period but other measures
such as tax increases were rescinded following public protest. Oil income also fell after the
1986 oil price drop. Saudi Arabia's balance of payments deficits caused by a decline in oil
revenue required a drawdown in Saudi financial assets from abroad, resulting in lower foreign
investment income. The significant 62% decline in average total revenue and the 36% drop in
government spending from the third plan contributed to the increasing proportion of non-oil
income as a share of total revenue and expenditure.

% of Total Revenue

Figure 2: Non-oil revenue remained low over the 9 plans
until the launch of Vision 2030
Non-Oil Revenue Average 3

8
3-SAMA; Ministry of Finance, Saudi Arabia.
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Performance of Non-Oil
Revenue 1970-2014

● Over the 5th-7th development plans, non-oil revenue growth averaged 7% and covered less
than a quarter of total revenues.
▪ The 5th plan aimed for retaining the preceding twenty years' accomplishments in infrastructure
and social services while emphasising greater economic diversification. In the early years
of the 5th plan, the invasion of Kuwait and the start of the Gulf war brought tremendous
challenges to the Saudi economy. Non-oil revenues fell in the early years of the 5th plan as
reserves were depleted, reducing the flow of investment money from abroad, but non-oil
income began to pickup as the economy started recovering following the war.
▪ The impact of the war also created challenges for the Saudi economy at the start of the 6th
plan period. During the fourth year of the 6th plan, global oil prices fell by 38%, affecting
both the government budget and the balance of payments. To offset the impact of these
changes, the government adopted efforts in 1999 to reduce spending and increase non-oil
income, as well as other structural reforms. These policies including amending tariffs of
some utilities helped raise the share of non-oil income in overall revenues and expenditures.
▪ Overall, economic indicators fared well in the 7th plan, with real growth rates averaging 3.4%,
exceeding the plan's 3.1% objective and outperforming the 1.1% average in the previous plan.
During the course of the 7th plan, oil revenue increased by 33% on average while non-oil
revenue grew by 8%. As a proportion of total revenues, GDP, and spending, there was no
substantial improvement in non-oil revenue over the 6th plan.

Figure 3: The non-oil revenue pursuit remained elusive
Non-Oil Revenue Share4
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Performance of Non-Oil
Revenue 1970-2014

● Tax reform initiatives, such as improving the efficiency of direct and indirect tax collection, as
well as rationalising the price structure of government products and services, implemented
under the 7th plan, paid off in the succeeding period, resulting in higher non-oil revenue
performance. There was a pickup in the value of non-oil revenue during the 8th and 9th plan
periods driven by a 57% increase in tax revenue (particularly revenue from taxes on income,
profits & capital gains) and a 41% rise in non-oil non-tax revenue; but this still made up less
than 15% of total revenue, non-oil GDP and expenditure.
● By the end of the 9th plan phase in 2014:
▪ Non-oil revenues made up only 12% of total revenues, 5% of GDP, 8% of non-oil GDP and
11.4% of total expenditures.
▪ Oil revenues still accounted for 88% of total revenues, 37% of GDP and 82% of total
expenditures (Figure 4).

% of Total

Figure 4: Up to the end of the 9th plan, oil share remained high
Composition of Total Revenues5

10
5- SAMA; Ministry of Finance, Saudi Arabia.
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Challenges of the
1-9 Plans6

While the nine 5-year development plans up to 2014 had common major objectives, they also faced
key challenges (beyond the external market forces) that limited efforts to diversify government
revenues, in addition to other related domestic challenges.

Key Challenges

Other Related Domestic Challenges

Rentierism and its deep rootedness in the
Saudi Arabian economy.

Rapid population growth, which increased
demand for essential services such as
education, health, transport, municipalities,
public utilities, and housing.

Inadequate/lack of innovative measures
to boost non-oil income and enhance the
structure and size of current ones, such as
improving collection efficiency.

A higher number of new entrants into
the labour market and limited private
sector capacity to create employment
opportunities for new entrants.

The slow pace of privatisation.

Some economic sectors and activities were
falling behind in terms of global technology
advancements.

Non-oil income was unable to keep up with
the growth of the economy, resulting in a
greater reliance on oil revenues for general
investment and operating/capital expenses
of the national budget.

Difficulty gaining access to foreign markets
for Saudi non-oil products up until its
accession to the WTO during the 7th plan,
the establishment of the GCC Customs
Union by 2001 and the Greater Arab Free
Trade Area in 1997, and when it started
to sign bilateral agreements with various
countries.

11
6- Ministry of Economy & Planning.
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Point - 2014 &
Vision 2030

Overview

The year 2014 marked a turning point. The oil price drop in 2014 served as a catalyst for Gulf oil exporters
including Saudi Arabia to speed up reforms. After 15 years of surpluses, the Saudi government reported
its first budget deficit in 2014. The government’s finances were hit hard by the decline in oil prices from
a high of USD 108 per barrel in 2013 to USD 98 per barrel in 2014 and under USD 55 per barrel in late 2015.
In 2016, the Vision 2030 economic and social reform plan, was unveiled to reduce the country's reliance
on oil by facilitating the development of a strong private sector.

USD, per Barrel

Figure 5: Brent Oil Price7

Even though the nine plans before Vision 2030 aimed to diversify the economy, none of them did
a better job of laying the foundations for such a change than the Vision 2030 plan, which included
international benchmarks, quantitative targets, a budget and timeline, and an implementation
agency for each objective, as well as additional specifics through 11 Vision Realization Programs
(VRP), including the National Transformation Program and the Fiscal Balance Program (FBP). In
terms of government revenue diversification, Vision 2030 has a particular goal of “increasing
non-oil government revenue from SAR 163 billion to SAR 1 trillion.” A non-oil revenue “unit” was
created under the Council of Economic and Development Affairs (CEDA) which became the NonOil Revenues Development Center in 2018. The center’s goals include supporting government
agencies' initiatives and Vision 2030 programmes aimed at increasing non-oil revenue efficiency
and providing feedback on how to improve government revenue collection efficiency.
With over five years of the Vision now completed and less than a decade remaining, it is important
to continue to assess progress to determine if such targets can be achieved within the timeframe,
or whether further adjustments need to be made and what additional measures are needed. The
National Investment Strategy, which was announced in October, 2021, aims to contribute to Vision
2030's diversification goals, especially in the non-oil economy. Sufficient government support
planned for sectors such as metals and mining, chemicals, and manufacturing, for example, could
boost non-oil exports and revenues, as well as local employment.

12
7- Macrotrends.net
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Diversification
objectives clear-cut

Saudi Vision 2030 KPIs8
Vision 2030 (Launched in 2016)

Increasing non-oil government revenue from SAR 163B to SAR 1T
Increasing the share of non-oil exports in non-oil GDP from 16% to 50%
Increasing FDI from 3.8% to 5.7% of GDP
Increasing the PIF’s assets from SAR 600B to over SAR 7T
Raising oil and gas sector localization from 40% to 75%
Raising household spending on cultural and entertainment activities from 2.9% to 6%
Reducing unemployment from 11.6% to 7%
Increasing SME contribution to GDP from 20% to 35%
Increasing women’s participation in the workforce from 22% to 30% (achieved)
Increasing the number of Umrah pilgrims from 8 million to 30 million per year
Among other transformations, the government introduced new non-oil revenue-generating measures
as part of its FBP. With substantial advancements in sectors such as entertainment and tourism,
the government is keeping up the impetus for revenue diversification initiatives. With the Center
for Spending Efficiency and its new tender and procurement rules, the government is also reducing
operating spending.

13
8- Saudi Vision 2030 Document.
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Revenue enhancement
measures paying off

Fees Introduced since 20169

2016

2017

2018

2019

Visa,
municipality &
rural fees

The expat levy
expanded to
include fees on
dependants of
expats

5% VAT
introduced

Excise tax
on sugarsweetened
beverages &
e-cigarettes

Excise tax
on harmful
products

Excise taxes
on tobacco
& related
products,
carbonated &
energy drinks

Expat levy &
dependents
levy raised

Visa fees
raised

A fee on
vacant
(white) lands
implemented

An additional
25% sales tax
on cinema
tickets
introduced

2020

VAT tripled

A tax on
hotel rooms
& serviced
apartments
introduced

14
9- Ministry of Finance, Saudi Arabia.
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Performance of
Non-Oil Revenue
since 2016

The value of Saudi non-oil revenue almost doubled since 2016 - as a result of the Saudi Vision 2030
structural reforms to diversify its revenue streams. Non-oil income has especially grown since the
government hiked customs charges in June 2020 and tripled VAT to 15% in July 2020.
The annual contribution of non-oil income to total revenues has grown significantly. Non-oil revenue
accounted for 47% of total government revenue by 2020, up from 27% in 2015. Between 2016 and 2020,
non-oil revenue averaged 38% of total government revenue compared with 19% during the 1970-2014 phase.
Non-oil revenue also averaged 11% of non-oil GDP during the 1-9 development plan phase but still accounted
for less than 5% of total GDP on average. However, between 2016 and 2020, this averaged 19% of non-oil
GDP and 11% of total GDP respectively. By 2020, non-oil revenue made up 15% of GDP and 25% of non-oil
GDP. Comparably, non-oil revenue as a percentage of non-oil GDP in Saudi Arabia is now higher than other
GCC counterparts, apart from Kuwait (Figure 6). In 2021, non-oil revenue stood at 40% of total revenue and
13% of GDP.

Figure 6: Saudi non-oil revenue higher than other GCC states except Kuwait
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The Ministry of Finance's measures to diversify revenue sources are yielding fruit, as seen also by the
considerable rise in the share of tax revenues in total revenues (Figure 7). Despite the increase in the tax
revenue share of total revenues, taxation such as VAT, for instance, is still reasonable compared with other
G20 countries and on par with the global average (Figure 8).
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10- SAMA; IMF.
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Figure 7: Share of tax in total revenue growing
Non-Oil Revenue Breakdown11
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Figure 8: Value-added tax in Saudi still reasonable
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International
Benchmarks

Norway & Venezuela

We examined the experiences of Norway and Venezuela in diversifying their economies and nonoil government revenues and highlight the key conclusions that offer policy insights for Saudi
Arabia and other oil exporters.
Unlike Saudi Arabia, Norway's non-oil revenue accounts for more than 70% of overall revenue. The
case of Norway (1) is arguably an international best practice in natural resource management, and
(2) provides additional examples of how diversifying income streams for oil exporters, including
through measures like the tax base, can help ensure a large proportion of non-petroleum earnings.
● Norway had long sought to diversify its economy to reduce its reliance on oil income. In
the 1960s, Norway, unlike other developing economies, had relatively good economic growth,
a current account surplus, and average employment. As such, the country took its time to
develop its oil resources following the discovery in 1969. Prior industrialisation helped to keep
the economy from becoming more reliant on oil, especially during the most volatile price
swings.
● Norway has avoided becoming a rentier state helped by the creation of the Norwegian Oil
Fund, officially known as the Government Pension Fund Global (GPFG), which has tight yearly
withdrawal limitations. Even while its major oil and gas-related supply business has made it
industrially more dependent on the oil sector, the country has maintained a diverse economic
structure. The 3% fiscal rule in Norway has also given significant protection against the ''Dutch
disease.''
● While the GPFG money funds a major amount of state budget, mainland Norway direct and
indirect tax receipts remain the government's primary source of funding (over 50% of total
revenue and over 90% of total non-oil revenue).
▪ Due to its favourable business environment, Norway has a strong public sector with relatively
higher tax rates, as well as a large and competitive private sector, ranking 1st in the Legatum
Prosperity ranking, 7th in Transparency International's CPI, and 11th in the World Economic
Forum's Global Competitiveness Index. In 2019, tax revenue as a proportion of GDP was 39%
in Norway, compared with 7% in Saudi Arabia and the 33% OECD average (Figure 9).
▪ Norway's tax structure is characterised by greater revenues from personal income, profits &
gains taxes, corporate income & gains taxes, and value-added as compared with the OECD
average. Property taxes, and goods and services taxes make for a lesser percentage of total
income than the OECD average, whereas payroll taxes account for none.
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Norway & Venezuela

Figure 9: Norway’s tax-to-GDP ratio higher than OECD avg.
Tax Revenue 201913
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The Venezuelan economy continues to be dominated by oil. Unlike Norway, the country has struggled
to diversify its economy making it vulnerable to oil price shocks. Oil sales account for a quarter of GDP
and an estimated 99% of export earnings, much higher than in Saudi Arabia and Norway (Figure 10). Oil
price volatility since 2014 threw the country further into political and economic quagmire. Things have
only grown worse since then. Venezuela’s experience provides important lessons.
● Years of poor governance and corruption have harmed the economy and politics of what was once
one of Latin America's wealthiest countries. The country ranks 176th out of 180 countries in the
Corruptions Perceptions Index by Transparency International. Given the magnitude of the economic
and political crises over the past few decades, diversification has been particularly difficult. Before
it could nurture and expand other major industries, the country focused on its oil industry.
● The lack of diversified revenue streams meant non-oil revenue could not compensate for
the protracted periods of fiscal profligacy. Non-oil earnings could not offset the impact of
lower oil revenues, and the country faced recurrent fiscal budget deficits since the mid-1980s.14
Volatile oil markets, strained government finances, and the real exchange rate resulted in a drop
in investments (particularly in sectors such as manufacturing), with negative consequences
for growth, productivity and employment.

18
13-OECD; Ministry of Finance, Saudi Arabia.
14- Inter-American Development Bank.
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Figure 10: Oil share of total exports remains highest in Venezuela
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Lessons Learned

To sum up, we highlight general learnings from these two extreme country experiences below:

The GPFG, and the 3% fiscal rule have
substantially protected the fiscal budget
from short-term swings in oil revenue. The
government spent the bulk of its budget
on social protection, health, education, and
public services.
Lessons
Learned

Maintaining budgetary discipline and directing spending to areas that contribute to
more diverse growth.

The government ensured that tax system
was built on a broad base and low rates. Tax
reforms in 1992 and 2006 simplified rules
and promoted a fair distribution of wealth.
New tax reforms continue to be introduced.
In 2022, for example, a 5% carbon tax and
personal income tax deduction for young
people are planned.
Lessons
Learned

20

Lower capex and higher current spending
were a fundamental trend in Venezuela’s
budgetary history. During the 1970s, current
spending rose from 12% of GDP in 1974 to
17% by 1999, while capex spending fell from
7% of GDP in 1974 to 3% in 1999.

Non-oil indirect taxation was the second
greatest contributor to total revenue after
oil, the bulk of which was the result of 10%
VAT tax introduced in 1993 (now at 16%).
Other attempts to enact broad tax reforms
fell victim to political pressure. The bulk of
tax revenue in Venezuela still comes from
oil income.

Maintaining a broad and competitive tax base, ensuring a stable stream of government
revenue unaffected by oil price fluctuations.

International
Benchmarks

The degree of state ownership in the
Norwegian private sector has remained
constant, but the way it is managed
has evolved. A number of previously
government-owned sectors became
available to the private sector. Despite its
large state sector, Norway built a strong
and thriving private sector.
Lessons
Learned

21

Even though the private sector has contributed
the bulk to GDP, it has been marked by a high
degree of state interventionism.
Especially since 2004, the private sector
operated in a state-controlled economy with
comprehensive price restrictions, severe labour
regulations, and administrative hurdles to trade
and investment.

Adopting sustainable economic policy that supports innovation and private sector
growth.

Manufacturing value-added as a percentage
of GDP averaged 16% of GDP in the 70s, after
which it declined to less than 10% by 2020.
Manufacturing is still divided between oil
and non-oil sectors. Although the latter
has grown substantially, thanks to strong
economic growth, the former is inextricably
linked to oil sector performance. While
manufacturing production declined, Norway
significantly expanded its services industry.

Lessons
Learned

Lessons Learned

The manufacturing sector (mainly
petroleum refining, mineral processing,
and automobile) was bolstered
by government-implemented
industrialization plans that began in the
late 1950s. Manufacturing value-added
as a percentage of GDP averaged 16%
of GDP from the 70s until 2000 and
remained high at 14% by 2014 (latest
available data). During this time, it made
up the largest share of the non-oil
sector (over 15% of non-oil GDP).

Diversifying the economy by encouraging productive investment in the manufacturing
sector.

International
Benchmarks

The GPFG's law mandated that oil profits
be invested in foreign assets. This served
several purposes including providing
currency income from asset returns,
diversifying risks, while also shielding nonoil sectors from oil shocks. Today the GPFG
fund is worth USD 1.3T, and since 1998, it has
generated 6.6% average annual return.

Lessons
Learned
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The Venezuelan Investment Fund and the
stabilisation fund FIEM established in the
70s and 90s, were arguably unsuccessful in
managing the oil resource windfall. During
the Chavez administration in the 2000s,
this trend persisted. According to the InterAmerican Development Bank, with better oil
wealth management, Venezuela could have
saved USD 260B between 1999 and 2014 (~5.5
times the estimated 2020 GDP).

Managing the oil wealth and controlling oil revenue inflows into the domestic
economy.

The GPFG was established with essential
governance principles. To manage
budget transfers, fiscal policy rules were
introduced in 2001. In 2004, ethical criteria
were established that allowed certain
assets to be excluded. Measures to
guarantee that the GPFG contributes to
appropriate investment practises have also
been implemented.
Lessons
Learned

Lessons Learned

Governance, public procurement, and fiscal
institutions all deteriorated significantly
since the 70s. One of the repercussions
of this mismanagement was the soaring
public debt, which has now exceeded
300% of GDP.

Institutional and governance strengthening as well as capacity building to manage
oil wealth.

International
Benchmarks

The Norwegian economy underwent
considerable structural changes from the
late 1940s to the early 1970s. Beyond the
70s, labour market and regional policies,
supply-side tax reform (broadening the tax
base and reducing tax rates), and pension
reforms were among the measures taken.

Lessons
Learned
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Lessons Learned

Venezuela struggled to make significant
structural reforms since the 1970s. In
the face of financial instability, which
was compounded by lower oil income,
it tended to seek reforms only as a last
resort. President Caldera, for example,
presented the ''Agenda Venezuela'' after
the oil price shock in the 1990s, which
included currency depreciation, increased
taxes, and the abolition of exchange
controls. These initiatives were helpful in
the short term, but they did not address
the underlying issues of a highly oildependent economy.

Implementing structural improvements early on rather than reacting late to financial
instability generated, for example, by a drop in oil income.

Looking Ahead

Key Considerations

Since the launch of Vision 2030, progress has been promising, but there is still some way to go as
the Kingdom continues to establish sustainable economic growth independent of oil revenues and
focuses on increasing the share of non-oil income:
1.

To meet the Vision 2030 target, non-oil revenue needs to grow at a CAGR of 11.6% per year until
2030 – this means an additional SAR 69.7B annually from 2021 levels..

2. To widen the revenue base which started in 2016 and minimise reliance on oil, additional non-oil
income streams are needed. This helps make the government budget less exposed to oil prices.
▪ Non-oil revenue as a proportion of government expenditure has grown from 17% in 2015 to 37% in
2021 but is still low compared to other international peers including G20 partners where non-oil
revenue contributions to expenditure exceed 70%.
3.

The tax card has helped compensate for some of the decreases in oil revenue, and may continue
to be a useful tool at the Kingdom's disposal. Saudi Arabia's non-oil tax revenue collections are
currently greater than those of other GCC nations, but lower than those of other oil-exporting
countries such as Algeria, Kazakhstan, and Mexico.
▪ Non-oil non-tax revenues of Saudi Arabia, on the other hand, are lower than the GCC average but
closer to other global oil exporters.

4. Forging ahead with privatisation and PPP initiatives, to realise greater benefits including their
contributions to non-oil revenue. Saudi Arabia has identified 59 initiatives to earn SAR 143B in
non-oil income through asset sales and PPPs by 2025, according to the Saudi National Centre
of Privatisation & PPP’s report titled ''Privatisation Program 2025'' issued in August 2021.
▪ The government's 2022 budget also indicated plans to offer privatisation opportunities in several
areas, including water desalination, health, housing, and media, and support public-private sector
collaboration.
5. Maximizing tourism’s positive impact: Through visa fees and sales taxes on tourist services, income
from tourism and related activities will eventually grow as a share of overall non-oil revenue.
▪ Since the Kingdom's Tourism Authority established the tourist visa programme in 2019, 450,000
tourist visas were issued up to the outbreak of the COVID-19 pandemic. By 2030, the Kingdom
hopes to attract 100 million visitors (half of which are expected to be inbound).
6. While COVID may have disrupted economic activity and impacted government revenue, such as
through reduced oil prices, it is unlikely to derail the Kingdom's overarching Vision 2030 objectives
and targets, which include broadening the revenue base.
7.
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The PIF will remain a major growth driver, providing additional stimulus to the economy including
unlocking the potential of non-oil sectors and growing the contribution of the private sector to
the economy.

Other
Publications

Strategic Gears prides itself in its ability to be a knowledge hub for the Saudi market. We release a
range of reports on the current state of the Kingdom’s economy as well as hot topics in both the
public and private sectors. Below is a sample of our latest publications.
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Saudi Arabia’s Budget
Report 2022

Saudi Arabia Economic
Outlook 2022

Distance Learning in
Saudi Arabia

Saudi Arabia’s Premium
Residency Program
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