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New targets for economic
diversification in Saudi Arabia

by Mai Abdulwahab & David Gibson

Riyadh

audi Arabia is embarking on a new strategy

to diversify and enhance its economy by
investing heavily in its non-oil sectors.
Nevertheless, the economy is still dominated by
oil, responsible for around 90% of government
revenue, which is highly dependent on the cur-
rent oil price. The current fiscal policy has so far
remained, with the government relying on foreign
exchange reserves to finance its spending. A
recent business-as-usual simulation concluded
that Saudi Arabia would become a net oil importer
by 2038. Therefore, the new targets for econom-
ic diversification are the energy, construction,
chemical and housing sectors.

With regards to the energy sector, a royal decree
in April 2010 announced the establishment of
King Abdullah City for Atomic and Renewable
Energy (KA-CARE) as part of the energy diversi-

fication plan, carrying the fundamental aim of
building a sustainable future for Saudi Arabia by
developing a substantial alternative energy
capacity. According to the decree: “The develop-
ment of atomic energy is essential to meet the
kingdom's growing requirements for energy to
generate electricity, produce desalinated water
and reduce reliance on depleting hydrocarbon
resources”.

Two years ago, plans to call for preliminary bids
for the first nuclear reactor — or set of nuclear
reactors — the following year, with the first set to
start construction in 2017 and be completed in
2022 were officially announced. KA-CARE has
contracted consultancy firm Péyry to assist in
preparing a strategic plan for nuclear and renew-
able energy and help construct an operating
model. Moreover, Saudi Arabia has signed bilat-
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