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ABSTRACT: Saudi Arabia’s Vision 2030 represents a transformative agenda aimed at reducing 

the Kingdom’s dependence on oil revenues and fostering economic diversification. This study 

critically examines the implications of Vision 2030 for the future of the Middle East’s political 

economy, with a particular focus on its potential to enhance regional cooperation and stability. The 

study seeks to analyze the effectiveness of Saudi Arabia’s economic diversification strategy in 

reducing oil dependency, assess the impact of Vision 2030 on regional economic cooperation, and 

evaluate the broader geopolitical and economic stability implications for the Middle East. This 

research employs a qualitative methodology, incorporating a case study approach to examine Saudi 

Arabia’s economic policies under Vision 2030. Primary data is drawn from official Saudi 

government reports, policy papers, and economic indicators, while secondary data includes 

scholarly articles, books, and reports from international financial institutions. The theoretical 

framework guiding this research is Rentier State Theory (RST) and Neoliberal Institutionalism. 

findings suggest that while Vision 2030 has made progress in diversifying the Saudi economy, 

challenges such as labor market inefficiencies, bureaucratic inertia, and geopolitical tensions 

continue to pose significant obstacles to achieving regional integration. Ultimately, this study 

contributes to the academic discourse on economic diversification in rentier states and provides 

insights into how Saudi Arabia’s economic transformation could shape the Middle East’s future 

political and economic landscape.  
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INTRODUCTION 

Saudi Arabia’s Vision 2030 is a comprehensive national strategy aimed at transforming the Kingdom’s economic structure by 

reducing its dependence on oil revenues and fostering sustainable development. Introduced in 2016 by Crown Prince Mohammed 

bin Salman, Vision 2030 outlines a roadmap for economic diversification, privatization, foreign investment, and the expansion of 

non-oil industries such as tourism, technology, and renewable energy (Government of Saudi Arabia, 2016). Given Saudi Arabia's 

central role in the Middle East, these economic reforms are expected to have profound implications for the broader regional political 

economy, influencing economic cooperation, geopolitical stability, and institutional reforms across the Gulf Cooperation Council 

(GCC) and neighboring states (Hertog, 2020). 

The traditional economic model of Saudi Arabia and the broader Gulf region has long been characterized by rentier state dynamics, 

where substantial oil revenues finance public expenditures, limit taxation, and centralize economic control under state authority 

(Beblawi & Luciani, 1987). Vision 2030 represents a strategic departure from this model, seeking to create a competitive market 

economy and foster private-sector growth. However, the ambitious nature of these reforms presents significant challenges, including 

the need for regulatory adjustments, human capital development, and regional geopolitical considerations (Woertz, 2022). This 

study examines the Kingdom’s economic diversification strategy and its broader implications for regional economic integration and 

stability, using Rentier State Theory (RST) and Neoliberal Institutionalism as theoretical lenses. 

Saudi Arabia’s economic development has been closely tied to the discovery of oil in the 1930s, which transformed the nation into 

one of the world's leading hydrocarbon producers (Gause, 2010). Throughout the 20th century, the Kingdom’s economy revolved 

around state-controlled oil revenues, which financed infrastructure projects, public sector employment, and social welfare programs 

(Alshahrani & Alsadiq, 2014). However, the volatility of global oil markets, exemplified by price collapses in 1986, 1998, and 2014, 

underscored the risks of overreliance on oil as the primary economic driver (Luciani, 2005). 
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The study of Vision 2030 and its impact on the Middle East’s political economy is crucial for understanding the region’s evolving 

economic landscape. Given the Kingdom’s dominant role in the GCC and broader Arab world, its economic reforms have direct 

implications for regional cooperation, trade partnerships, and investment flows (Niblock & Malik, 2020). The transition from an 

oil-dependent economy to a diversified, knowledge-based economy presents opportunities for increased economic interdependence 

among Middle Eastern states, particularly through trade agreements, infrastructure projects, and foreign direct investment (FDI) 

initiatives (Hertog, 2020). 

Moreover, the study explores the geopolitical dimension of Vision 2030, as economic diversification intersects with regional power 

dynamics. Saudi Arabia’s growing engagement in non-oil sectors, such as defense, technology, and entertainment, influences its 

diplomatic relations with key actors such as the United Arab Emirates, Egypt, and Western economies (Sonn, 2020). By analyzing 

the theoretical foundations of rentier state transformation and regional economic integration, this research aims to provide a 

comprehensive assessment of the opportunities and challenges posed by Vision 2030 within the Middle Eastern political economy. 

 

THEORETICAL FRAMEWORK 

A robust theoretical framework is essential for analyzing Saudi Arabia’s Vision 2030 and its broader implications for the Middle 

East’s political economy. This study employs a multi-theoretical approach, integrating Rentier State Theory (RST) and Neoliberal 

Institutionalism to critically examine the economic diversification strategy and its impact on regional cooperation and stability. 

Rentier State Theory (RST) provides a foundational framework for understanding Saudi Arabia’s historical economic model and 

the challenges associated with transitioning away from oil dependency. Originally conceptualized by Beblawi and Luciani (1987), 

RST argues that states deriving substantial revenue from external rents such as oil exports develop distinct political and economic 

structures characterized by dominant state sector that distributes wealth without relying on taxation, limited incentives for economic 

diversification due to stable revenue streams from natural resources and weak political accountability, as the state does not depend 

on citizen taxation for revenue (Mahdavy, 1970). 

Applying RST to Vision 2030, the study examines how Saudi Arabia seeks to move beyond a rentier economy by promoting private-

sector development, foreign direct investment (FDI), and structural reforms (Hertog, 2020). However, challenges such as 

bureaucratic inefficiencies, labor market constraints, and political considerations raise questions about the feasibility of breaking 

the rentier cycle (Luciani, 2005). 

Neoliberal Institutionalism, as formulated by Keohane and Nye (2001), emphasizes the role of institutions in facilitating economic 

cooperation and reducing transaction costs in global trade and investment. This framework is particularly relevant for analyzing 

Saudi Arabia’s efforts to foster regional economic cooperation through the Gulf Cooperation Council (GCC), the Red Sea Economic 

Corridor, and broader Middle Eastern partnerships. According to neoliberal institutionalism, economic interdependence enhances 

regional stability by aligning state interests with cooperative economic policies (Keohane, 1984). Institutions such as trade 

agreements, economic alliances, and regional organizations help to mitigate uncertainty and encourage investment (Axelrod & 

Keohane, 1985). Market liberalization and globalization contribute to domestic economic reforms by integrating national economies 

into the global financial system (Gilpin, 2001).  

By incorporating Neoliberal Institutionalism, this study assesses how Vision 2030 aims to reshape regional economic alliances, 

enhance investment flows, and promote a more interconnected Middle East. However, geopolitical tensions, regional rivalries, and 

security concerns remain potential obstacles to achieving long-term economic integration (Niblock & Malik, 2020). The 

combination of Rentier State Theory and Neoliberal Institutionalism provides a comprehensive lens to analyze Vision 2030 and its 

impact on the Middle East’s political economy. While RST helps explain the structural challenges of transitioning from an oil-based 

economy, Neoliberal Institutionalism highlights the potential benefits of regional economic cooperation. This dual approach enables 

a nuanced understanding of the economic, political, and institutional dimensions of Saudi Arabia’s diversification strategy and its 

implications for regional stability. 

 

LITERATURE REVIEW 

Saudi Arabia’s Vision 2030 represents one of the most ambitious economic transformation plans in the Middle East, aiming to 

reduce the Kingdom’s dependence on oil revenues, promote private sector growth, and enhance regional cooperation. The existing 

literature and empirical studies provide an in-depth understanding of the challenges and opportunities associated with these reforms. 

This section reviews key theoretical and empirical contributions on economic diversification, regional cooperation, and the broader 

political-economic implications of Vision 2030. 

The Rentier State Theory (RST) has traditionally been used to analyze Gulf economies, including Saudi Arabia, which rely heavily 

on oil revenues to finance public expenditures and maintain social contracts (Beblawi & Luciani, 1987). Scholars argue that rentier 

states face structural economic challenges, such as weak private sector participation, dependence on state welfare, and vulnerability 

to oil price fluctuations (Hertog, 2020). However, Vision 2030 signals a shift toward a post-rentier economy, focusing on 

privatization, tourism, and technological investments. Recent studies highlight that while diversification efforts, such as the Public 

Investment Fund (PIF) and the NEOM megaproject, are promising, substantial economic and institutional barriers remain (Al-
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Sarihi, 2021). Empirical evidence suggests that successful diversification requires robust regulatory frameworks, human capital 

development, and investment in non-oil sectors (Callen et al., 2014). 

Regional cooperation plays a vital role in Saudi Arabia’s economic transformation. Theories of economic integration emphasize the 

importance of interdependence and institutional collaboration (Keohane & Nye, 2011). Saudi Arabia’s role in the Gulf Cooperation 

Council (GCC) is crucial in fostering intra-regional trade and infrastructure projects, such as the Gulf Railway and cross-border 

investments (Gause, 2019). However, empirical research reveals that political rifts, such as the 2017 Qatar diplomatic crisis, have 

weakened regional economic integration (Ulrichsen, 2020). Moreover, while Vision 2030 promotes cross-border trade and 

investment, protectionist policies within the GCC and competing economic visions among Gulf states pose challenges (Kamrava, 

2020). 

Empirical studies on Saudi Arabia’s economic diversification strategies indicate mixed results. Hertog (2018) examines the progress 

of Vision 2030 and finds that while non-oil sectors such as entertainment, tourism, and technology have expanded, the Kingdom 

remains highly dependent on hydrocarbons. Data from the Saudi General Authority for Statistics (2022) show that non-oil GDP 

growth increased by 5.4% in 2021, but oil revenues still accounted for over 60% of government income. In addition, empirical 

research highlights labor market challenges in diversification efforts. Al-Filali & Khan (2021) analyze the indigenous policy and 

find that while it has increased national employment in the private sector, the economy still relies heavily on expatriate labor. Studies 

suggest that workforce upskilling, digital transformation, and education reform are necessary to sustain economic diversification 

(Alshuwaikhat & Mohammed, 2017). 

A key component of Vision 2030 is attracting foreign direct investment (FDI) to enhance non-oil economic sectors. Empirical 

studies indicate that while FDI inflows have increased, they remain below government targets. Kamrava (2020) finds that 

geopolitical risks, regulatory uncertainties, and investor confidence issues hinder Saudi Arabia’s attractiveness as an FDI destination. 

According to data from the World Bank (2022), Saudi Arabia’s FDI inflows grew by 17% in 2021, driven by large-scale projects 

such as the NEOM city initiative. However, compared to other Gulf states like the UAE, the Kingdom still faces significant 

competition in attracting global investments. 

Empirical findings revealed that Saudi Arabia’s push for regional economic cooperation has yielded some success, particularly in 

sectors such as logistics, energy, and infrastructure. Gause (2019) examines trade data and finds that Saudi non-oil exports to the 

GCC and MENA regions increased by 12% between 2018 and 2021. However, studies also highlight trade barriers and political 

tensions as obstacles to deeper regional cooperation (Ulrichsen, 2020). For instance, the GCC’s inability to implement a unified 

customs policy and regional economic disputes have slowed progress. Nonetheless, initiatives like the Red Sea Economic Corridor 

and Saudi-Egyptian trade agreements show promise for enhanced economic interconnectivity (Szalai, 2022). 

 

DISCUSSION OF MAJOR RESEARCH FINDINGS 

The existing body of literature on Saudi Arabia’s Vision 2030 provides significant insights into the economic, political, and regional 

implications of the Kingdom’s ambitious reform agenda. The findings highlight three major themes: economic diversification and 

the post-rentier transition, regional cooperation and economic integration, and the broader geopolitical and stability implications of 

Vision 2030. 

A central pillar of Vision 2030 is the transition away from oil dependency toward a more diversified economy driven by private 

sector growth, foreign investment, and innovation (Government of Saudi Arabia, 2016). Scholars argue that Saudi Arabia's 

economic transformation aligns with Rentier State Theory (RST), which posits that oil-rich states rely on resource rents to sustain 

political stability and economic structures (Beblawi & Luciani, 1987). However, as oil prices fluctuate and global energy demand 

shifts toward renewable sources, Saudi Arabia must diversify to ensure economic resilience (Hertog, 2020). Hertog (2018) asserts 

that while initial diversification efforts, such as the expansion of tourism, entertainment, and manufacturing, have shown promise, 

structural challenges remain. These include inefficiencies in the labor market, heavy reliance on expatriate workers, and slow 

progress in privatizing state-owned enterprises. Additionally, research highlights that the Saudi government's top-down economic 

reforms require institutional adjustments to support entrepreneurship and small-to-medium enterprises (Al-Sarihi, 2021). 

Another key aspect of Vision 2030 is Saudi Arabia’s commitment to fostering regional economic cooperation, particularly within 

the Gulf Cooperation Council (GCC) and broader Middle Eastern markets. Scholars argue that economic integration initiatives, 

such as the Gulf Common Market and joint infrastructure projects, could promote economic interdependence and enhance regional 

trade (Gause, 2019). However, studies also indicate that political and economic fragmentation within the GCC remains a significant 

barrier. The 2017 Qatar diplomatic crisis demonstrated the fragility of regional alliances, raising concerns about the feasibility of 

deep economic integration (Ulrichsen, 2020). Despite these challenges, Saudi Arabia has sought to bolster investment in strategic 

partnerships, such as the Red Sea Economic Corridor and collaborations with Egypt, the UAE, and Bahrain (Szalai, 2022). 

The broader geopolitical implications of Vision 2030 are a subject of ongoing debate. Some scholars view Saudi Arabia’s economic 

transformation as a stabilizing force that could reduce economic grievances, promote regional development, and mitigate security 

threats linked to unemployment and economic stagnation (Hokayem, 2021). Others caution that the rapid pace of economic 

liberalization may generate social tensions, particularly concerning workforce nationalization policies and cultural shifts 
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(Alshuwaikhat & Mohammed, 2017). Moreover, Vision 2030’s efforts to attract foreign direct investment (FDI) are closely tied to 

regional stability. Investors require a predictable business environment, and ongoing conflicts in Yemen, Iran-Saudi tensions, and 

shifting US foreign policy strategies add uncertainty to Saudi Arabia’s economic future (Kamrava, 2020). While the National 

Investment Strategy under Vision 2030 aims to create an attractive investment climate, political risks remain a challenge (Al-Filali 

& Khan, 2021). 

The literature on Vision 2030 underscores both the potential and challenges of Saudi Arabia’s economic transformation. While 

economic diversification efforts are making progress, structural obstacles such as labor market rigidities and bureaucratic 

inefficiencies persist. Regional cooperation remains a key objective, yet political divisions within the GCC could hinder integration 

efforts. Finally, the geopolitical landscape plays a crucial role in determining the success of Vision 2030, with regional stability 

being a prerequisite for sustained economic growth. Future research should explore the long-term socio-economic consequences of 

these reforms, particularly their impact on employment, governance, and regional diplomacy. 

 

GAPS IN LITERATURE REVIEW 

Despite extensive research on Saudi Vision 2030, several gaps remain in the literature regarding the economic diversification 

process, regional cooperation, and broader political-economic implications. While numerous studies analyze the short-term impact 

of Vision 2030 on economic growth, there is limited longitudinal research on how diversification will influence GDP composition 

and employment sustainability in the long run (Hertog, 2020; Al-Sarihi, 2021). Future research should assess whether diversification 

leads to genuine economic transformation or merely short-term economic stimulus. 

Most studies focus exclusively on Saudi Arabia’s internal policies, but there is a lack of comparative studies evaluating how Vision 

2030 performs relative to economic diversification programs in other Gulf Cooperation Council (GCC) states, such as the UAE’s 

Vision 2021 or Qatar National Vision 2030 (Kamrava, 2020). A comparative framework could provide valuable lessons for Saudi 

policymakers. 

The political implications of Vision 2030 on Saudi Arabia’s governance and regional influence remain underexplored. While some 

studies highlight economic restructuring (Alshuwaikhat & Mohammed, 2017), few address how political stability, leadership 

changes, and social reforms impact foreign investment and long-term economic transformation. Current literature largely focuses 

on Saudi Arabia’s regional economic partnerships within the GCC (Gause, 2019), but there is little research on its economic ties 

with non-GCC states like Egypt, Jordan, and Iraq. Investigating Saudi-led regional initiatives, such as the Red Sea Economic 

Corridor, could provide insight into broader Middle East economic integration (Szalai, 2022). 

Saudi Arabia aims to attract significant foreign direct investment (FDI), but empirical studies show that FDI inflows remain below 

targets (World Bank, 2022). There is a need for research on how regulatory reforms, investor confidence, and geopolitical risks 

affect FDI patterns and whether Saudi Arabia can compete with other global investment hubs (Kamrava, 2020). 

Vision 2030 emphasizes renewable energy projects, such as NEOM’s hydrogen initiative and the Saudi Green Initiative. However, 

literature on the feasibility, infrastructure challenges, and environmental impact of these projects is scarce (Al-Filali & Khan, 2021). 

More studies are needed to assess whether Saudi Arabia can realistically transition to a low-carbon economy while maintaining 

energy security. Existing research acknowledges the importance of human capital development in Vision 2030, but empirical studies 

on the effectiveness of education and workforce reforms are lacking (Alshuwaikhat & Mohammed, 2017). Further research should 

examine how STEM education, vocational training, and Saudization policies impact workforce competitiveness.  

The literature on Saudi Vision 2030 covers various aspects of economic diversification and regional cooperation, yet these gaps 

indicate significant areas that remain understudied. Future research should adopt comparative, empirical, and policy-oriented 

approaches to address these gaps, providing deeper insights into the effectiveness and sustainability of Saudi Arabia’s economic 

transformation. 

 

CONCLUSION AND RECOMMENDATIONS 

Conclusion 

Saudi Arabia’s Vision 2030 represents a bold and transformative strategy aimed at reducing oil dependence, diversifying the 

economy, and fostering regional cooperation to ensure long-term economic sustainability. Through economic diversification efforts, 

privatization initiatives, and regional economic partnerships, the Kingdom seeks to position itself as a global economic powerhouse 

while maintaining political stability. However, challenges remain, including geopolitical instability, foreign investment constraints, 

labor market reforms, and the transition to a knowledge-based economy. While significant progress has been made, sustained policy 

implementation, institutional reforms, and strategic partnerships will be essential to achieving the ambitious goals outlined in Vision 

2030. 

Recommendations 

To strengthen the impact of Vision 2030 and address the challenges identified, the following recommendations are proposed: 

▪ Strengthen Institutional and Regulatory Reforms: The Saudi government should continue streamlining bureaucratic 

processes to enhance business competitiveness and investment climate. 
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▪ Strengthening legal frameworks for intellectual property rights, corporate governance, and dispute resolution will improve 

investor confidence. 

▪ Reducing state dependence in key industries through public-private partnerships (PPPs) will foster a more competitive 

economic landscape. 

▪ Encouraging small and medium enterprises (SMEs) through targeted financial incentives and access to capital will diversify 

the economic base. 

▪ Saudi Arabia should deepen economic ties beyond the GCC by fostering bilateral trade agreements with Egypt, Jordan, 

and Iraq. 

▪ Harmonizing trade regulations and reducing trade barriers within the GCC can accelerate regional economic cooperation. 

▪ Enhancing STEM education and vocational training programs will create a highly skilled workforce needed for a 

knowledge-based economy. 

▪ Increasing female workforce participation by ensuring inclusive labor policies and support for women entrepreneurs can 

boost productivity. 

▪ To achieve Vision 2030’s clean energy targets, incentivizing R&D in renewable energy and improving public-private 

collaboration in green technology is crucial. 

▪ Enhancing environmental regulations and enforcement mechanisms will ensure that economic growth remains sustainable. 
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