1. Answer all questions Draw graphs, tables, or diagrams whenever required to support your analysis.
1. Use examples from Saudi Arabia or the GCC where relevant, especially when discussing Vision 2030 and labor‑market reforms.
1. All work needs to be original no AI. 

Vision 2030 and Diversification
Under Vision 2030, KSA is aiming to change its overall outlook. It focuses on the diversification of the economy from an oil-based to a knowledge-based economy (with non-oil government revenues growth, reducing dependency on oil and increasing the role of the private sector, etc.). The vision has ambitious goals for securing meaningful employment for Saudi citizens. It aims to reduce the unemployment rate for Saudi citizens to 7 percent (currently at 11.6 percent), especially to increase the participation of women in its workforce to 30 percent by 2030 (currently at 22 percent).
a. Identify three sectors that can generate sustainable employment for Saudis. Explain why these sectors have high job‑creation potential.
b. From an economic perspective, what conditions justify transitioning from an oil‑based to a knowledge‑based economy?
c. Identify the key economic and institutional factors that will determine the success of Vision 2030’s labor‑market goals.
d. Analyze the expected impact of this transition on domestic and regional markets using supply–demand or competitive‑dynamics reasoning. 
e. Provide an economic argument supporting or critiquing the transition, using concepts such as comparative advantage, productivity, or long‑run growth.
Aramco IPO and Saudi Economic Reform Background 
Saudi Aramco, the world’s largest oil company, has long been the financial backbone of the Kingdom of Saudi Arabia. For decades, government revenues, public spending, and national development projects have depended heavily on oil income. However, under Vision 2030, Saudi Arabia aims to diversify its economy, reduce reliance on oil, and expand private‑sector participation. In December 2019, Aramco launched its Initial Public Offering (IPO)—the largest in history—raising approximately $29.4 billion. The IPO was not merely a financial transaction; it was a strategic step in a broader economic transformation. The proceeds were directed to the Public Investment Fund (PIF) to finance new sectors such as tourism, technology, renewable energy, logistics, and advanced manufacturing. This case raises fundamental questions about public finance, opportunity cost, risk, and long‑run economic growth. Can KSA realistically compete in labor‑intensive manufacturing? Use labor‑supply, wage expectations, productivity, and opportunity cost to justify your answer.
a. Why did Saudi Arabia decide to sell a portion of Aramco through an IPO instead of relying solely on oil revenues?
b. How can the funds raised from the Aramco IPO support Saudi Arabia’s Vision 2030 goals? Give two examples of sectors that may benefit.
c. What risks does Saudi Arabia face if it continues to depend heavily on oil revenues in the long run?
d. How does investing IPO proceeds in non‑oil sectors help reduce economic risk for the country?
e. In your view, how can the Aramco IPO contribute to long‑term economic growth in Saudi Arabia?
Undocumented labor and Unemployment in KSA
A daily newspaper (arabnews.com) reports that authorities are arresting undocumented workers regularly. Besides many reasons, one of the reasons for arresting these undocumented workers is to create opportunities for the Saudi labor force in local markets. It is assumed that most of these arrested undocumented workers work in an insecure and unhealthy environment, for longer hours than usual, and at lower wages than the regular (documented) local workers.  It is expected that these undocumented workers will be deported from KSA. 
a. “If undocumented workers are deported, will unemployment fall by the same number?
b. “If authorities deport all the undocumented workers, will the employment in KSA increase by the same number of people?
c. How would the deportation of undocumented workers affect wages in the short run and long run for Saudi workers? Explain using labor‑market supply and demand.
d. Many undocumented workers perform low-skilled, low‑wage jobs that Saudis may not prefer. How will this affect firms’ production costs and pricing decisions if these workers are removed from the labor market?
e. If undocumented workers are deported, what adjustments might firms make (automation, outsourcing, higher wages, reduced output)? Explain which option is most likely in the KSA context and why.
Saudi Arabia’s Post-COVID Recovery and Vision 2030 – Balancing Growth and Stability
Background: In response to the economic shock caused by the COVID-19 pandemic, Saudi Arabia implemented a series of fiscal and monetary measures to stabilize its economy. These included stimulus packages to support businesses, liquidity injections by the Saudi Central Bank (SAMA), and the temporary suspension of certain taxes and fees. At the same time, the Kingdom remained committed to its long-term Vision 2030 goals—diversifying the economy, reducing oil dependency, and investing in sectors like tourism, technology, and renewable energy.
This dual challenge—managing short-term recovery while pursuing long-term transformation—raises important macroeconomic questions about fiscal sustainability, inflation control, and inclusive growth.
Task: Using Saudi Arabia’s post-COVID recovery strategy and Vision 2030 as a macroeconomic case study, analyze the trade-offs between expansionary policies and long-term stability. Your responses should reflect foundational macroeconomic reasoning, supported by simplified models, real-world examples, and policy insights.
a. How did Saudi Arabia’s fiscal response to COVID-19 influence aggregate demand?
b. What are the inflationary risks of SAMA’s expansionary monetary policy?
c. How can Saudi Arabia balance increased public spending with long-term fiscal sustainability?
d. What macroeconomic benefits and risks are associated with Vision 2030’s sectoral diversification?
e. Propose a balanced macroeconomic strategy for Saudi Arabia that supports both recovery and sustainability.
Suggested readings to answer the above.
· Vision 2030 Overview – Saudi Vision 2030 Official Portal (رؤية السعودية 2030)
· IMF Article IV Report on Saudi Arabia (2023) – IMF Saudi Arabia Country Page (Saudi Arabia and the IMF) 
· World Bank: Saudi Arabia Economic Update (2023) – World Bank Saudi Arabia Simplified insights on post-COVID recovery and structural reforms. (Saudi Arabia)
· OECD Explains Fiscal Stimulus and Debt – OECD Policy Briefs. (Economy | OECD)


Answers:______________
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