


Author
Dr. Reza Fathollahzadeh Aghdam

Consultant & Editor
Irfan Iqbal Khan

Coordinator
Eng. Abdulaziz Thamer Al Subaie

© Copyright Asharqia Chamber 2008





Contents

Introduction .....................
......................

. 3

Unique and Strategic Location .............. 6

Strong & Dynamic Economy ................ 15

Vital Energy Industry ......................
...... 21

Social & Political Stability ....................
32

Energy-Intensive Industries ................. 37

Attractive Incentives for Investors ........ 52

References ......................
.....................

54



3Why Invest In Eastern Province?

AUDI Arabia was an economically underdeveloped country until the early 
20th century. The country had a poor economic landscape, dominated by 
barren deserts, camel caravans, isolated date palms and Bedouin life-
style. The exceptions, of course, existed for few coastal areas such as 

Jeddah on the west-coast, because of continual inflow of pilgrims for the purpose 
of visiting Makkah and Madina; and Qatif, Jubail and Al-Hasa on the east-coast, 
due to long-time fishing, pearling and date-farming traditions.

Modern history of Saudi Arabia began in 1930s with the discovery of oil. Over a 
relatively short-span of time the Saudi economy has made rapid progress. From 
being a poor country with limited resources, it emerged as a leading economic 
power in the Middle East. From almost negligible GDP in the early 20th century, 
Saudi Arabia’s real per capita GDP (in terms of purchasing power parity) reached a 
record high of $20.7 thousand in 2007 that ranks the country as an upper-middle 
income nation. One should note that if it was not because of high population growth 
(3.4% per annum), the country could have reached at high-income level category 
by now, just like its neighboring Gulf countries, namely Kuwait, Qatar, Bahrain, and 
UAE. While the real GDP grows at 4.9%, population grows at nearly 3.4%. This 
implies that real per capita GDP increases only at 1.5% per annum which, in turn, 
means that it will take nearly 50 years till real per capita GDP to be doubled. 

The Eastern Province has served as the engine of economic development of 
Modern Saudi Arabia.  King Abdulaziz Ibn Saud, the great visionary, foresaw the 
great scope for oil in Saudi Arabia in the early 20th century and decided to invite 
western oil companies to explore it. Oil exploration began in due course in Dhahran 
area. Initial efforts were slow and uncertain, but eventually in 1936, Dammam Well 
No. 7 proved the existence of commercially viable oil. It was, however, not until the 
end of World War II that true economic impact of oil on domestic economy was 
fully gauged. By 1945, production capacity reached, for the first time, at level of 2 
million barrels per day. Ras Tanura on the eastern coast soon became the beehive 
of oil activity, with setting up of Saudi Arabia’s first oil refinery, tank farm, and 
marine terminal.

Since that time, Eastern Province’s oil and gas resources have been attracting 
vigorous flow of investments to Saudi Arabia. The government’s decision to launch 
Five-Year Development Plans, from 1970s, also marked the beginning of an 
organized and mindful development process in Saudi Arabia. It was also seen as 
the recognition of the fact that Saudi economy should look beyond an economy 
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4 Why Invest In Eastern Province?

that is one-dimensionally dependent on oil. In this respect, Saudi Arabia is pursuing 
the following two principal goals:
(i) Economic diversification through the development of industry, agriculture, mining, 

and other non-oil sectors to decrease the country’s dependence on oil;
(ii) Encouraging the private sector to play a major role in the Kingdom’s economic 

development under free market rules and Islamic frameworks.

This development process – though consistent with the principles of economic 
planning – has its roots in socioeconomic traditions of the country, particularly 
Islamic values. Accordingly, the government has opted for a liberal free market 
economy, functioning within the framework of Islamic values. This economic 
strategy has worked well for Saudi Arabia’s development through the last eight 
Five-Year plans.

Considering the latest available statistics (i.e., 2007), with more than $215 billion 
exports and $82 billion imports, Saudi economy enjoys a significant level of trade 
surplus that makes the country a good candidate for being an international lender. 
The rate of gross capital formation is nearly 19% of the country’s real GDP which 
promises a steady economic growth in mid- to long-term. The Saudi government is 
well aware of fundamental roles of a dynamic and consistent flow of investments 
needed for its economic development plans. Saudi government consistently 
encourages both foreign and domestic investors with a business environment that 
meets high standards in terms of freedom, transparency, stability, and security.

Eastern Province has attracted a large amount of foreign capital and technology, 
thanks to world-class infrastructure (transport, telecommunication, utilities, and 
water), availability of abundant raw materials and other favorable factors like 
advanced banking and financial institutions. The government’s liberal economic 
policies and incentives for private sector have further encouraged more investments 
in the province.

The province has thrived under these conditions, with its living standards currently 
comparable to those in the industrially developed countries. The market is 
flourishing with automobiles, modern household appliances, entertainment industry 
products and IT hardware and software. Healthcare, education, and luxury hotels 
too are of top international standards. The scope for further economic development 
in the province is indeed bright, especially with joint ventures and foreign direct 
investments. Industries and services alike provide new vistas of opportunities for 
further investments.

Against this background, this book is about rationales behind investment in Eastern 
Province of Saudi Arabia. While the important reasons (the first five) are discussed 
in details, others are simply listed. It is hoped that this book provides foreign 
investors the logics behind their investment plans in Eastern Province.
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The founder of modern Saudi Arabia, King Abdul Aziz (C), converses with President Franklin Delano 
Roosevelt on board a ship returning from the Yalta Conference in 1945

Headquarters of Saudi Aramco (Saudi Arabian Oil Company), the Saudi national oil company in Dhahran.



ASTERN Province is a strategic gateway to international trade and 
tourism. It brings the Kingdom of Saudi Arabia large markets. Its coastline, 
over the centuries, has served as vital link in East-West trade. In the early 
to mid 20th century, the province emerged as the virtual commercial 

capital of the Arabian Peninsula. By the second half of the 20th century, the 
province obtained enormous economical strength – thanks to substantial oil 
discoveries in the early 20th century. This led to significant investments in 
infrastructures which further enhanced economic growth. Apart from oil and gas 
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industries, the province’s strength revolves around growing agricultural sector, 
electricity industry, water desalination plants, petrochemical complex, and vast 
network of downstream industries. Now, the province (with its modern roads, ports, 
airports, communications and financial services) truly serves as an arterial route 
between neighboring countries, India, Far East, Europe and America.

Eastern Province, with more than 36% of Saudi Arabia’s total area, is the largest 
province in the Kingdom. It extends from the borders of Kuwait and Iraq in the 
north to the desert of Al-Rub Al-Khali (The Empty Quarter: the largest sand desert 
occupying Southern part of the Kingdom) where the country borders Yemen and 
Oman. It also has land and/or sea borders with Bahrain, Qatar, United Arab 
Emirates (UAE) and Oman in the east. In this respect, King Fahd Bridge is an 
engineering wonder which connects Bahrain to the Eastern Province. The province 
is also well linked to Kingdom’s other provinces and to strategic ports of the Red 
Sea (e.g., Jeddah) in the west. Such links have become possible through well 
developed infrastructures, such as modern highways, railways and pipelines. 

The most unique feature of Eastern Province is the enormous natural resources, 
particularly oil and gas. The region is located on the top of the largest ocean of 
underground oil reserves in the world. It has more than 20% of world’s total 1.3 
trillion barrels of proven oil reserves. Saudi Arabia has more than 100 oil and gas 
fields, out of which more than 50% of its oil reserves are contained in eight fields in 
Eastern Province. The giant 3,262 Km2 Ghawar (the largest oil field in the world) is 
estimated to hold 70 billion barrels of crude oil. Further, Saffaniyah, including Khafji 
and Hout (the world’s largest offshore oilfield) is estimated to have 25-35 billion 
barrels crude oil. Furthermore, it should be noted that this uniqueness is not just 
limited to quantity of oil reserves. Around two-third of Saudi oil reserves are 
considered “light” or “extra light” grades oil, which are high quality crude oil that 
can produce more premium products (e.g., gasoline) with relatively lower costs, as 
compared to what would cost to derive similar products from “medium” or “heavy” 
grades oil. 

Apart from being unique in terms of oil industry as its main engine for economic 
development, Eastern Province is considered to be the most industrialized part of 
the Kingdom too. More than 86% of Saudi basic industries are located in this 
province. Industrial areas in Dammam and Jubail demonstrate significant 
achievements and unique development in the entire region. In addition, the 
province is exceptional due to its magnificent sandy coastlines with beautiful public 
parks, green areas along its coastal lines. Eastern Arabia is sometimes called 
Al-Ahsa (or Al-Hasa) after the largest oasis and one of the most fertile areas of the 
country. 



The administrative and territorial division of Eastern Province includes 10 districts.
The largest towns include  Dammam, Al-Hasa, Al-Jubail, Ras Tanura, Dhahran,  
Al-Khobar and Al-Qatif.

Dammam
Dammam is the capital and administrative center of the Eastern Province. It houses 
the Emirate of the Eastern Province and also branches of many ministries, 
governmental agencies and departments. King Fahd International Airport is located 
northwest of the city, and is considered a masterpiece of architectural engineering. 
Dammam, located on the western coast of the Arabian Gulf, is the most populated 
city in the area.

The extent of development is clearly evident from the commercial, industrial, 
educational buildings, service centers and hospitals which have been constructed 
in Dammam. There are many places that attract tourists to the city. Most popular 
among them are the King Fahd Park, Corniche as well as several parks, malls, 
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hotels and restaurants. The city also has King Abdul Aziz Port, a railway station,  
King Faisal University  and  King Fahd University of Petroleum and Minerals and 
various colleges and modern sport city.

Al-Hasa
Al-Hasa district is spread over 534,000 square kilometers, covering 67% of the 
Eastern Province and 24% of the Kingdom, with a population of more than a 
million. It neighbors Qatar, United Arab Emirates and the Sultanate of Oman. Hofuf, 
Mubaraz, Uyoun and Al-Umran are the most famous towns in the district which 
also has 60 villages.

Al-Hasa oasis has been known throughout history as the richest area of the Arabian 
Gulf and a major producer of dates and date products. Its farms (12,000 square 
hectares) produce 120,000 tons of soft dates per year.

9Why Invest In Eastern Province?



Besides being rich in underground 
water, agricultural and commercial 
resources, Al-Hasa has the potential 
for tourism as it has a sunny 
moderate climate and an abundance 
of natural beauty. Popular tourists’ 
spots include:
•  Beautiful sandy and rocky beaches 

of Al-Ugair, Salwa and Abu 
Qamis.

•  Al-Asfar and Al-Uyoun lakes.
•  Mineral streams of Ain un-Sab, 

Ain Najm, Ukhdud, Jawhariyah, 
Harah, Haql, Al-Luwaymi and 
Buhayriyah.

Why Invest In Eastern Province?10

•  Rocky formations and mountains such as Jabal Qara, Al-Arb and Abu 
Ghunaimah.

•  Public parks and gardens such as Al-Hasa National Park, Juatha Park, Ain Najm 
Park.

Jubail
Until a century ago Jubail was an unpopulated area, visited only by Bedouins 
passing through, or to replenish water supplies. In 1331(H), King Abdul Aziz 
attached Al-Hasa area to the Kingdom, and in the same year the first Emirate was 
established in Jubail. 



Jubail became the center for 
commercial exchange between the 
Gulf States and Al-Hasa area, 
particularly in the gem trade and 
this trade had a great impact on the 
development of the area. Jubail 
became the center for the pur- 
chasing and exporting gems to 
India and Europe.

11Why Invest In Eastern Province?

In 1395H the Royal Commission for Jubail and Yanbu was established. It assumed 
the responsibility of planning and establishing the basic infrastructure and operation 
of public facilities in both the industrial cities of Jubail on the eastern coast of the 
Arabian Gulf and Yanbu on the western coast of the Kingdom.

Saudi Basic Industries Company (SABIC) was established in 1976. SABIC took 
responsibility of the ambitious Saudi industrial program and established industries 
that would invest in the country's hydrocarbon and mineral resource and market its 
products in the local and international markets.



Ras Tanura  
Ras Tanura is one of the most important industrial cities in the Eastern Province. It 
has the largest oil-exporting terminal in the Kingdom and a major oil refinery.

Why Invest In Eastern Province?12

Dhahran
Dhahran is a small town, with a relatively small population, located 11 kilometers 
south of Dammam. It is the home to Saudi Aramco, the largest oil company in terms 
of production, refining and marketing. 

Al-Khobar 
Al-Khobar is located about 17 kilometers south of Dammam, along the western 
coast of the Arabian Gulf close to Dammam and Dhahran. The municipality of 
Al-Khobar was founded in 1942, prompted by the discovery of oil and the ensuing 
development of commercial 
activities. 

Al-Khobar is commercial center of 
the Eastern Province and consists 
of modern malls, offices and 
modern infrastructures. Places of 
tourists’ attraction are Aziziyah 
Corniche, several parks and 
coastal villages, Al-Khobar 
Corniche, the famous Half Moon 
Beach, and King Fahd Causeway 
which connects Bahrain with the 
Kingdom.
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Source: (adopted from: the-saudi.net 2008) 
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Source: (photius.com 2008)
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AUDI economy has been showing an impressive growth for the last four 
decades, except during the crisis of the 1980s, when oil prices dropped as 
low as US$13.7 per barrel in 1986, in nominal terms1. The average annual 
growth rate of real GDP during 1968–2006 was 4.9 percent. This growth 

rate was even more during 2002-06, reaching 5.6 percent – thanks to boom in oil 
prices. Stronger economic growth is expected to continue in Saudi Arabia for the 
years to come. 

Saudi economy is heavily dependent on its oil and petroleum-related industries. 
Data reveals a high positive correlation (i.e., +0.94) between aggregate output 
(GDP) and oil revenues. Saudi government is well aware that this dependency on 
oil is not healthy for its economy. The government is determined to diversify the 
economy. The extent of success in economic diversification is evident from oil 
dependency ratio, defined as the ratio of oil sector’s value-added over GDP.  

15Why Invest In Eastern Province?

S

1The oil price remained low, fluctuating around US$20 per barrel in terms of 2006 constant prices, until the late 1990 
{WTRG Economics, 2008 #5}.
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Source: {adopted from \WTRG Economics, 2008 #5}

This ratio has shown a significant decline, since 1968 – an average of 2% decline 
each year. 

There are two principal strategies behind Saudi Arabia’s economic development 
and diversification objectives. These are: (i) privatization and (ii) free market 
strategies. Saudi government has paid special attention toward implementing these 
policies. A steady increase in the contribution of private sector to GDP measures 
the extent of success in privatization policy. In 1968, only about 38% of GDP was 
produced by private sector. Whereas, in 2006, more than 66% of GDP was 
produced by private sector – an average of 3% increase each year. Privatization of 
Saudi economy is an ongoing process, which has been reiterated over several 
Five-Year Economic Development Plans, since the early 1970s. 

Along with the privatization policy, the government is implementing every necessary 
measure to encourage the private sector to become increasingly involved in, and 

responsible for industrial 
development and econo- 
mic diversification, under 
free market system. The 
government strongly 
believes that under free 
market system, the 
economy can success- 
fully integrate into the 
global economy. There- 
fore, since the early 
1990s, several market-
oriented reforms have 
taken place, particularly 
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in energy industry (oil, gas, and 
electricity).  

Saudi Arabia joined World Trade 
Organization (WTO) on December 11, 
2005 and always stressed the importance 
of regional unity among Gulf States – 
economically, politically, and militarily. A 
customs union was formed in 1999 and 
came into effect from 2003 between 
countries of Gulf Cooperation Council 
(GCC: Bahrain, Kuwait, Oman, Qatar, 
Saudi Arabia, and the United Arab 
Emirates) for this purpose. The GCC 
states also plan to establish a European 

Saudi Merchandise Exports

Saudi Oil Exports Components of Saudi Non-Oil Exports
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Petrochemicals

Other goods 
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re-exports)

Construction
Materials

Agricultural 
Animal and 
Food Products

Crude Oil Refined Product

(Million Riyals)

Description 2003 2004 2005± 2006* Annual
Change %

 Oil Exports 308,517 415,297 605,881 709,265 17.1

  Crude oil 264,905 348,209 513,939 601,457 17.0

  Refined products: 43,612 67,088 91,942 107,808 17.3

  Of which bumker fuel 926 1,246 1,818 2,127 17.0

 Non-oil Exports 41,147 57,194 71,263 77,375 8.6

  Petrochemicals 16,171 18,673 42,055 41,567 -1.2

  Construction materials 4,482 5,317 6,154 7,453 21.1

  Agricultural animal and food products 3,038 3,657 4,361 4,930 13.0

  Other goods** 17,456 29,547 18,693 23,425 25.3

 Total 349,664 472,491 677,144 786,640 16.2
± Revised figures.
* OIl exports data are SAMA’s estimates, and non-oil exports are preliminary.    ** Including re-exports.
Source: Central Department of Statistics and Information, Ministry of Economy and Planning.



Union-style monetary union by 2010. This is expected to create a common 
currency, a central bank and other joint institutions. While negotiations continue on 
which state should host the central bank. Saudi Arabia, being the largest economy 
in GCC, seems to be a natural candidate for this purpose. 

Like other GCC nations, social well-being 
of people in Saudi Arabia is showing 
significant improvement. Per capita GDP (in 
real terms) has shown a modest – yet 
steady – growth (0.4% growth rate per 
annum), considering the fact that Saudi 
Arabia has a very high population growth 
(3.9% per annum, during 1970–2006). A 

better measure for social well-being would be per capita GDP in terms of 
Purchasing Power Parity (PPP). Per capita GDP in terms PPP has increased from 
US$12,272 in 1971, to US$11,986 in 2002, and to US$20,700 in 2007. This implies 
that average annual growth rate of this variable was 1.5% during 1971-2007. It 
further implies that the growth rate was even 
more impressive in last few years (10.9% 
during 2002-2007). If this trend continues at its 
recent pace, Saudi Arabia will soon be ranked 
among high-income industrialized economies, 
which, by a rough definition, hold a per capita 
PPP GDP of $30,000 or more.

In order to portray the dynamism of Saudi 
economy, index of openness is used. This is a 
measure of the importance of international 
trade to an economy, often calculated by the 
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WORLD TRADE
ORGANIZATION

2004 2005 2006 2004 2005 2006 2006
Description Million Riyals Share % Annual 

Change %

Saudi Imports

Source: (SAMA 2008)

 Machines, appliances and  
 Equipments 37,156 54,168 64,197 22.1 24.3 25.8 18.5

 Foodstuff 25,185 32,968 30,899 15.0 14.8 12.4 -6.3

 Chemical and metal products 23,174 30,087 32,094 13.8 13.5 12.9 6.7

 Textiles and clothing 8,083 9,664 10,146 4.8 4.3 4.1 5.0

 Metals and their products 16,699 23,773 37,631 10.0 10.7 15.2 58.3

 Wood and jewelry 3,930 5,504 4,194 2.3 2.5 1.7 -23.8

 Transport equipment 35,908 46,704 47,806 21.4 20.9 19.3 2.4

 Other goods 17,658 20,117 2,438 10.5 9.0 8.6 6.6

 Total 167,793 222,985 248,405 100 100 100 11.4
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ratio of total export over GDP. The measure for Saudi Arabia has been 38% in 
2007, which is just above the world average (37%). Usually, countries classified in 
lower-income group have lower level of openness. This index, however, should be 
analyzed together with total quantity (volume) and quality (diversity of components) 
of exports and imports in an economy. The position of trade balance, in Balance of 
Payment, should also be taken into consideration in order to better interpret this 
index. 

Saudi exports have increased both in oil and non-oil sectors. Role of Saudi Arabia 
as the largest oil exporter in the world’s energy market is indeed unique – thanks to 
the country’s huge oil and gas  reserves and existing infrastructures which are 
indeed very valuable and indispensable to economic prosperity. As mentioned 
earlier, the Kingdom has also made a breakthrough in reducing its dependence on 
oil by a planned process of diversification of its economic structure, with an 
emphasis on industrial development. The country has become one of the world's 
leading exporters of petrochemicals.

Volume and components of imports are witnessing strong and dynamic changes, 
too. Total volume has increased at an average annual growth rate of 11.4%, during 
2004-2006. Further, more than a quarter of imports in 2006 were of machines, 
appliances and equipments, while these items had an average growth rate at 18.4% 
during 2004-2006. The fastest 
growing imported goods are 
metals and their products, which 
have grown at the rate of 58.3%, 
between 2004 and 2006. These 
figures clearly indicate a rapid 
growth in construction sector and, 
hence, potential growth for the 
economy.

The current account of Saudi 
Arabia is also showing impressive 
positive balances, with an 
accelerating growth rate, since 
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the late 1990s. The last negative balance was in 1998, when oil prices dropped to 
its minimum level over the last three decades (US$12 per barrel). Average annual 
growth rate of current account balance was at 32.2% during 2000-06.    

Saudi economy has proved to be strong and dynamic. It has well adjusted itself 
with harsh challenges at regional and global levels. It has also impressively 
integrated into global economy. To a very large extent, Saudi Arabia's success in 
adjusting to reduced revenues can be attributed to the Kingdom's national planning 
process. The planning function which permeates all areas of government activity 
ensures that the country enjoys the benefits of a long-term economic strategy. Just 
as the earlier development plans ensured that the Kingdom's revenues were 
applied to the essential task of developing Saudi Arabia's infrastructure, its industry 
and agriculture, the subsequent development plans, have focused resources more 
on consolidation of Saudi economy.

Why Invest In Eastern Province?20
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ASTERN Province of Saudi Arabia has vast natural recourses, particularly 
oil and gas. It has the largest oil- and the fourth largest gas-reserves of 
the world. The cost of production of oil, gas and thermal electricity in 
Eastern Province is among lowest in the world. Hence the region has 

primarily specialized in oil, gas and electricity industries. 

Oil  
With more than twenty percent of the world’s proven oil reserves and the lowest 
production costs, Saudi Arabia is likely to stay the world’s most significant oil 
exporter for foreseeable future. The Eastern Province has 267 billion barrels (22% 
of the world’s 1,297 billion barrels total) that can last for at least another 65 years, 
if produced with today’s production rate, which has reached around 11 million 
barrels per day. This amount includes 2.5 billion barrels of oil from neutral zone, an 
area that is jointly explored by Kuwait. Eastern Province has more than 36% of oil 

E
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reserves of the Middle East, which 
collectively holds far more than 60% of 
the world’s total oil reserves.

Saudi Arabia is one of the key members 
of OPEC1 and is playing a significant 
role in world’s energy supply, or more 
specifically oil supply. Every day, nearly 
19 million barrels of crude oil is sent out 
from Middle Eastern members of OPEC 
in which the bulk of it (more than, at 
least, 8 million barrels) is originated 
from the Eastern Province. 

Saudi Arabia maintains the world’s 
largest crude oil production capacity, 
too. Its production rate is now more 
than 11 million barrels per day. OPEC 
collectively produces nearly 45% of the 
world’s total oil production. Middle 
Eastern countries produces about 32% 
of that amount. Saudi Arabia alone 
produces nearly 30% of OPEC’s 
production, more than 40% of Middle 
East production, and almost 13% of the 
world’s total production. Number of 
completed wells in Eastern Province 
(sum of oil, gas, dry and other wells) in 
2006 was 382 wells, showing 2.4% 
growth. Average depth of these well 
(both vertical and horizontal) is 8,110 
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OPEC Crude Production1
(million barrels per day)

Trend of Oil Production in Saudi Arabia
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feet which is far more than the world’s average (5,157 ft.). In 2007, Aramco was 
expected to drill 427 development wells (onshore and offshore). This included areas 
near Ghawar, Khurais and Khursaniya fields.

In downstream too, there is a considerable refinery capacity. In 2006, total capacity 
of refinery amounted to 2,135.5 thousand barrels per calendar day. Geographical 
distribution of this capacity is, of course, extended to other provinces of Saudi 
Arabia, but, bulk of this capacity is indeed within Eastern Province. For example, 
Ras Tanura, with 550 thousand barrels capacity, has more than 26% of total 
capacity. Most of this capacity, nation-wide, is under the management of Saudi 
Aramco – the government-owned petroleum company. 

Trend of Oil Production in Saudi ArabiaRefinery Capacity in Saudi Arabia 
by Location and company, 2006

(Thousand Barrels per Calender Day, Percent)

Description
July  
2007

Production

August 
2007

Production

Sustainable
Production
Capacity2

Spare 
Capacity vs 

Aug 2007 
Production

Capacity
end- 
2007

Capacity
end- 
2008

 Algeria 1.35 1.35 1.39 0.03 1.38 1.47

 Indonesia 0.83 0.84 0.87 0.04 0.88 0.88

 Iran 3.92 3.87 3.95 0.08 3.88 3.97

 Kuwait2 2.44 2.45 2.64 0.19 2.68 2.83

 Libya 1.70 1.70 1.76 0.06 1.78 1.84

 Nigeria4 2.10 2.15 2.47 0.32 2.45 2.39

 Qatar 0.83 0.83 0.92 0.09 0.98 1.06

 Saudi Arabia3 8.67 8.70 10.80 2.10 10.91 11.35

 UAE 2.59 2.60 2.75 0.15 2.77 2.89

 Venezuela5 2.34 2.36 2.60 0.25 2.62 2.60

 Subtotal 26.76 26.84 30.14 3.30 30.32 31.27

 Angola1 1.56 1.62 1.62 0.00 1.79 2.15

 Iraq 2.19 1.96 2.40 0.45 2.40 2.40

 Total 30.50 30.41 34.16 3.76 34.51 35.82
excluding Indonesia, Iraq, Nigeria, Venezuela
1 Angola joins OPEC effective 1 January 2007.
2 Capacity barrels can be reached 30 days and sustained for 90 days.
3 Includes half of Natural zone production.
4 Nigeria excludes some 545 kb/d of shut-in Capacity.
5 Includes extra-heavy of assumed at 475 kb/d in August.
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Natural Gas
With more than 7 trillion cubic meter 
gas, Saudi Arabia’s natural gas-reserves 
are ranked as fourth largest in the 
world. This is 4% of world’s total of 180 
trillion cubic meters natural gas, which 
is potentially recoverable. Russia, Iran, 
and Qatar, with 47.6, 26.4, and 24.7 
trillion cubic meters are in first, second 
and third places in the world. The 
Ghawar oil field alone accounts for 
approximately one-third of the country’s 
proven natural gas reserves. Both 
associated and non-associated natural 
gas has also been discovered in the 
country’s extreme northwest, at Midyan, 
and in the Empty Quarter (Rub al Khali) 
in the country's southeastern desert. 
The Rub al Khali is believed to 
potentially contain huge natural gas 
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Saudi Aramco is the world’s largest oil company. It is entrusted with the task of 
managing oil resources in Saudi Arabia. With its headquarters located in Eastern 
Province, Saudi Aramco is a vertically-integrated entity with total responsibility for 
upstream and downstream of the petroleum industry. 

Saudi Aramco has ambitious plans to increase its production capacity to more than 
15 million barrels per day by 2020. To achieve this goal, huge investments are 
envisaged by Aramco. For example, the drilling budget of Aramco reached about $4 
billion in 2007 – nearly double the draft budget and full quarter of Aramco’s 2007 
capital budget.

Top Ten Countries in Proven Gas Reserves Natural Gas Reserves in the  
World by Regions

(Total World = 179.8 Trillion Cubic Meter)
Trillion Cubic Meters
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Natural Gas Reserves in the World by Regions
(Total World = 72.13 Trillion Cubic Meter)
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reserves, estimated as high as 8.5 trillion cubic meters.   

Gas industry is much younger than oil. Gas is one of the best substitutes to oil, 
particularly for electricity generation and industrial usages. Saudi Aramco's five-year 
plan includes the drilling of 307 new development wells, including 67 exploratory 
wells primarily in non-associated offshore formations. According to Saudi Aramco, 
soon exploration and development will also commence in non-producing areas such 
as the Red Sea and the Nafud Basin, north of Riyadh.

The backbone of the non-associated gas exploration strategy relies on foreign 
consortiums exploring for onshore gas in the Rub al-Khali, which officials hope will 
produce some 2 Bcf/d by 2011. The South Rub al-Khali Company (SRAK), a 
consortium of Saudi Aramco, Royal Dutch/Shell and Total, is investing an estimated 
$2 billion in exploration of more then 210,000 sq-km in two separate concession 
blocks (Blocks 5-9 and 82-85). The concessions surround the Shaybah and Kidan 
oil fields, abutting Oman and the UAE, and the Saudi-Yemeni border respectively. 
The consortium aims to sell 500 MMcf/d gas to the Ministry starting in 2009. 

In January 2004, Russia's Lukoil won a tender to explore and produce non-
associated natural gas in the Saudi Empty Quarter in Block A (29,000 sq km), near 
Ghawar, as part of an 80/20 joint venture with Saudi Aramco, known as Luksar. 
Luksar drilled three wells by 2007. Also in January 2004, China's Sinopec won a 
tender for gas exploration and production in Block B (38,000 sq km). Sino Saudi 
Gas, a venture of Sinopec and Aramco, has drilled five wells by year-end 2007. The 
Eni-Repsol-Aramco consortium, LENIREPSA Gas, was granted a license to operate 
in Block C (52,000 sq km), and drilled its first well in September 2006. The consortia 
have some 27 wells planned by 2009. The contracts cover a 40-year period, except 
SRAK, which holds a 25 year contract.

Outside the Empty Quarter, recent non-associated gas discoveries are promising. 
The Karan gas field, discovered in April 2006, is the largest gas deposit yet 
discovered in the offshore Khuff formation, some 100 miles north of Dhahran. Saudi 
Aramco continues to collect seismic data over the 6,250 sq km region. Initial data 
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shows at least eight gas-bearing structures in the Khuff region around the Karan 
reservoir. Karan is expected to produce some 1 Bcf/d when it comes online 
sometime between 2009 and 2011.

Another large non-associated offshore natural gas field, Dorra (Durra), is located 
offshore near Khafji oil field in the Saudi-Kuwaiti Neutral Zone. Dorra development 
has been controversial since the late 1960’s because 70 percent is also claimed by 
Iran (called Arash). In addition, the maritime border between Kuwait and Iran 
remains un-demarcated. Saudi Arabia reached an agreement with Kuwait in July 
2000 to share Dorra output equally. The Kuwaiti Ministry of Oil has reported that the 
goal is to initially produce 600 MMcf/d from Dorra. In Sept. 2006, it was reported 
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that Kuwait and Iran agreed to jointly 
develop the field, although production 
plans remain undisclosed. 

Onshore, several discoveries have 
been made near the Ghawar field in the 
past year. 

In downstream, Saudi Arabia currently 
has seven gas processing plants with a 
total gas production capacity of 
approximately 8 Bcf/d/d, 1.1 million bbl/d 
of natural gas liquids (NGLs) and 
approximately 2,700 tons of sulfur. The 

newest plants includes Haradh, 120 miles southwest of Dhahran at the southern tip 
of Ghawar, which came online in the summer of 2004. 

According to Saudi Aramco, the country aims to process an estimated 15 Bcf/d by 
2009 through additional facilities and capacity expansion. Mega-project plans are 
currently underway to build or expand facilities at, Khursaniya, Hawiya, Ju'aymah, 
and Khurais. According to statement made by Saudi Aramco, the $3-billion 
Khursaniya plant (KPG), currently in construction, will be located 87 miles northwest 
of Dhahran, and will have a capacity to process 1 Bcf/d. KGP will be fed by 
associated gas streams from Berri, Marjan and Safaniya. Reportedly, the KGP may 
double incapacity by 2011 in order to accommodate Karan and Manifa gas. 

In September 2006, a joint venture between Foster Wheeler Energy Ltd. of Britain 
and South Korea's Hyundai Engineering and Construction was awarded a $780 
million contract from Saudi Aramco to build a gas processing plant at the Khurais 
oilfield, 112 miles northwest of Riyadh. The gas processing plant will produce 550 
million cubic feet of natural gas and 70,000 barrels of NGLs. The project is 
scheduled to come online in 2009.

Domestic demand, particularly the delivery feedstock to petrochemical plants, has 
driven consistent expansion of the 7.8 MMcf/d Master Gas System (MGS), the 
domestic gas distribution network in Saudi Arabia. 

In order to feed the expanded gas processing facilities, several additions to the 
MGS are in the planning or construction phases. The largest pipeline to be built is 
the 132-mile conduit to the Rabigh complex and the existing Yanbu NGL processing 
facility. Installation of new pipelines will connect Manifa to KGP and Ras Az-Zour 
for gas processing and raw power production.

Reportedly, the Riyadh Chamber of Commerce and Industry is planning a feasibility 
study with Russia’s Stroytransgaz for the construction of another 7 Bcf/d domestic 
delivery system that will deliver gas from the Empty Quarter to customers in the 
east, central and western areas, and will include the construction of some 2,000 
miles of new pipeline. Construction likely hinges on a significant non-associated 
gas discovery in the Empty Quarter.
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Electricity 
With 30 terawatt (TW) generation capacity, Saudi Arabia has the largest generation 
capacity in the Gulf region. Higher capacity of electricity generation represents the 
extents of economic development as electricity has high nexus with the level of 
modernization and industrialization of a country. 
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Saudi Arabia has great visions 
regarding its electricity industry. In 
1995, Saudi policy makers and 
planners embarked on an ambitious 
program to reform their electricity 
industry. This program was 
essentially driven by a global wave 
of market-oriented reforms in the 
1990s in recognition to ‘inefficiency 
concerns’ attributed to monopolistic 
market structure of traditionally 
vertical-integrated electricity indus- 
tries. Key features of a typical 
reform program – world over – are 
often described by: functional 
unbundling of the structure of the 
industry into competitive and monopoly segments; increasing the role of private 
sector in some segments of the industry; and developing new regulatory 
arrangements. Saudi authorities, too, have adopted more or less a similar reform 
program (i.e., functional unbundling, privatization and regulatory reform).

Saudi Arabia is also taking steps to interconnect their power grids with other Arab 
countries to benefit from differences in peak demand and electricity trade. In 
September 2006, the Saudi Electricity Company and the Egyptian Electricity 
Holding Company signed a MoU commissioning a $2.6-million feasibility study of 
the proposed linkup of the two largest power generators in the Middle East. The 
project is part of planned interconnection of the power grids throughout the region. 
The grids of the six Gulf Cooperation Council (GCC) countries are scheduled to be 
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 Bahrain 1.8 0.0 1.8
 Iran 37.9 4.8 42.7
 Iraq 3.0 0.8 3.8
 Jordan 1.9 0.0 1.9
 Kuwait 9.4 0.0 9.4
 Lebanon 2.3 0.3 2.5
 Oman 3.3 0.0 3.3
 Qatar 2.9 0.0 2.9
 Saudi Arabia 30.5 0.0 30.5
 Syria 5.0 1.5 6.5
 United Arab Emirates 6.6 0.0 6.6
 Yemen 1.0 0.0 1.0
 Middle East 115.6 7.5 123.0



integrated by 2010. Saudi Arabia has 
determined plans in a linkup with 
Kuwait, Bahrain and Qatar. The US$1.2-
billion first phase will include a marine 
linkup to Kuwait and overhead 
transmission infrastructure to Bahrain.

The Saudi Electricity Company (SEC) 
is expected to be unbundled (function- 
ally) and open to competition in 
generation and retail segments of the 
industry. Privatization process, too, is 
expected to advance as Independent 
Power Producers (IPPs) are expected 
to join the generation segment. Only in 
privatization process, Saudi govern- 
ment is aiming to attract $100 billion in 
foreign investments in its electricity 
sector.

Saudi Arabia's rapidly expanding 
population and industrial base, paired 
with artificially low power tariffs, has 
increased the demand on electric 

utilities (averaging 7 percent annual growth). Saudi Arabia's Water and Electricity 
Ministry estimates that the country will require up at least 30 Gigawatts (GW) of 
additional power generating capacity by 2023-25, doubling the current installed 
capacity of 29.1 GW, at a cost of an estimated $90-100 billion. In addition, Saudi 
Arabia's state-owned Saline Water Conversion Corp. (SWCC) has estimated that 
through 2020, the country will need to spend $50 billion on water projects, many 
integrated with new power generation capacity, in order to meet the Kingdom's 
equally rapidly growing water demand. Most of this money is slated to come from 
the private sector, including foreign investors.

Fuel demand for power plants is increasing rapidly as new capacities are being 
installed. 

In July 2002, the Supreme Economic Council passed a resolution setting out a 
framework for private sector involvement in developing mega-scale integrated 
Independent Water and Power Projects (IWPPs). Saudi Arabia aims to attract 
private sector investment for up to 60 percent equity in IWPP projects, with the 
remainder split between Public Investment Fund (PIF) and the Saudi Electricity 
Company (SEC). In March 2004, Saudi Arabia announced a plan to launch ten 
IWPPs by 2016, at a total cost of $16 billion. The SEC has already approved four 
such mega-projects, worth more than $8 billion. The combined production capacity 
of the four projects will produce more than 7000 MW of power and 600 million 
gallons of water daily. They will boost the total desalination capacity of the Kingdom 
by 80 per cent when the come online between 2008 and 2010.
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The four projects are:
1) A $2.43-billion, 917-MW, 195-million-gallons-per-day (MMg/d) crude-fired plant at 

Shuaibah-3 (Shoaiba-3) on the Red Sea coast, 70 miles southeast of Jeddah. 
In November 2006, the project was awarded to the Shuaibah Water & Electricity 
Company and is expected to come online in the second-half of 2009, and supply 
Makkah, Taif and Jeddah. 

2) An 850-MW, 47-MMg/d plant at Shuqaiq-2 in the far southwest of the Kingdom. 
The project was awarded in November 2006, to the Saudi Water and Electricity 
Company (WEC), which has selected a consortium comprised of the local 
ACWA Power Projects, Japan’s Mitsubishi Corporation and Kuwait’s Gulf 
Investment Corporation ,to carry out the BOT contract to supply consumers in 
Jizan, Asir and Abha. Shuqaiq-2 will come online in 2008.

3) An oil-fired 2,500-MW to 3000 MW, 220-MMg/d plant at Ras Az-Zour in the 
Eastern Province (supplying Riyadh). One of the two largest planned facilities of 
its kind in the world. 

4) A $3.4-billion 2500-2750-MW, 176-MMg/d water plant at Jubail (Al-Jubail 3) 
offered by the semi-independent Power & Water Utility Company for Jubail and 
Yanbu (Marafiq). The French/Belgian Suez Tractebel Energy and an international 
consortium of Gulf Investment Corporation and ACWA won a tender for the 
BOOT project. Also known as the Marafiq 
IWPP–Phase 1, it is the only existing 
IWPP not offered by the SEC. 

Throughout the Kingdom, independent 
power projects (IPPs), which are not inte- 
grated with desalinization facilities, are also 
being tendered by the SEC. 

Saudi Aramco is building a series of 
co-generation plants at oil and gas 
installations throughout the country, in order 
to reduce drain of the energy sector on the 
national grid. 

Besides generation, Saudi Arabia also 
requires additional investment in power 
transmission. At present, around 10 percent 
of the Kingdom’s population has no access 
to the national power grid. Aramco estimates 
that creating a unified national grid may 
require laying more than 20,000 miles of 
additional power transmission lines on top 
of the existing 150,000 miles of lines. As  
of September 2006, Power Engineering 
International listed 65 separate transmission 
projects planned or in execution in Saudi 
Arabia.
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Organization of the 
Petroleum Exporting 

Countries (OPEC) 
Members: 

Algeria (1969)  
Angola (2007)  

Indonesia (1962)  
the Islamic Republic of Iran (1960) 

 Iraq (1960)
Kuwait (1960) 

the Socialist People’s Libyan  
Arab Jamahiriya (1962) 

Nigeria (1971)
Qatar (1961)

Saudi Arabia (1960) 
United Arab Emirates (1967) 

Venezuela (1960)
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AUDI government has consistently committed itself to provide investors 
with a favorable, safe and stable business environment in Eastern 
Province. Because of the government’s genuine commitments, over the 
years, Eastern Province has been transformed into a safe hub for 

economic activity. This stability will be sustained because of:

•	 Inherent	governance	institutions;
•	 Wisely	chosen	strategies;	and
•	 Firmly	undertaken	safety	and	security	measures.

S

King Abdul Aziz Bin Abdul Rahman Al-Saud 
1953

King Fahd King Abdullah
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Governance 
System of governance in Saudi Arabia is a natural extension of the 'Consultative' 
tradition which has existed in the region for many centuries. The government is 
essentially working under a Consultative Council (Shura). This institution is an 
organic evolution of consultative inter-relationship between the leaders and people. 
It is deeply rooted in Saudi Arabia’s Islamic traditions and philosophy. Majlis, 
Consultative Sessions of Shura institution, is where the voice of citizens can be 
heard by leaders. Saudi élites, who do represent a broad range of community 
groups from all geographical districts and tribes, play vital roles in Majlis. 

Islam and its teachings are regarded as the most stabilizing factor within every 
dimension of life in Saudi Arabia. They are regarded as the fundamental guidelines 
for Saudi Arabia’s governance and rule making system. Saudi Arabia is the only 
country in the Muslim world where The Holy Qur’an forms the constitution. Having 
Islamic traditions and the Holy Qur’an as the central divine institution, governmental 
system is regarded as the best mean for preserving social and political stability.

Council of Ministers is the most important component of Shura institution in Saudi 
Arabia. It was established by King Abdul Aziz Bin Abdul Rahman Al-Saud in 1953. 
It consists of the King, who is the Prime Minister, the Crown Prince who is Deputy 
Prime Minister, the Second Deputy Prime Minister and Cabinet ministers. Under the 
bylaws announced by the then Custodian of the Two Holy Mosques King Fahd in 
September 1993, the Council is responsible for drafting and overseeing the 
implementation of the internal, external, financial, economic, educational, and 
defense policies, and general affairs of the state. The Council meets weekly and is 
presided over by the King or one of his deputies. 

The Council, therefore, oversees every aspect of economic development and 
associated matter related to business environment. One of the underlying purposes 
of building the Kingdom’s infrastructure, and the development of the industrial and 
agricultural base, has been to encourage social development in its widest sense. 
King Abdullah Bin Abdulaziz, following the legacy of his predecessors, has declared 
in his public pronouncements his Government’s commitment to ensure that all 
Saudi citizens participate in the Kingdom’s development, both in terms of enjoying 
the benefits and contributing to its success. The social provisions of the Kingdom of 
Saudi Arabia are extensive by any standard. They are designed to redress existing 
imbalances, to improve living standards and the quality of life of the population, to 
stimulate citizen participation in community development activities, and to provide 
remedial care and assistance for the disabled and the deprived.  

Strategies & Decisions 
Besides above-described institutions, other underlying sources of social and political 
stability in Saudi Arabia are its wisely chosen strategies, particularly privatization 
and free market. These policies have helped Saudi Arabia to be well integrated in 
global developments. They have provided main guidelines of Five-Year Economic 



Development Plans, since the early 1970s. Because of implementation of these 
policies, Saudi government is now regarded as one of the most pro-free-enterprise 
governments of the world. These policies have continually paved a path of 
confidence and stability for domestic and foreign investors in the Kingdom.

In the course of Saudi Arabia’s economic planning for comprehensive development 
throughout several Five-Year Development Plans, the Kingdom has always pursued 
the macroeconomic objectives of: economic growth; full employment; stable prices; 
and the avoidance of sharp fluctuations in economic activity. The provision of 
opportunities for all members of Saudi society to participate in the development 
process has been a permanent goal of successive Development Plans so as to 
avoid any adverse social impacts which may result from rapid economic growth 
and modernization seen in many developing countries.

In this regard, the Ministry of Labor and Social Affairs, on behalf of the government, 
is in charge of carrying out programs and projects designed to improve living 
conditions of the population and to smooth the processes related to the rapid 
transformation of the socio-economic system. There are a number of social 
rehabilitation, care and remedial services, designed to assist the physically or 

mentally disadvantaged, 
to protect vulnerable 
members of society, 
and to deal with 
problems such as 
juvenile delinquency. 
Special attention is 
given to raising the 
living standards of the 
poorest sections of the 
community, particularly 
in the villages and the 
less developed districts 
of the towns and cities. 

Another aspect of economic stability in Saudi Arabia can be understood by the 
government’s fixed exchange rate policy. The Saudi Riyal is one of the most stable 
currencies in the world, and offers great competitive advantages in the region. 
There has been no significant change in its exchange value since last three 
decades. There are no restrictions on foreign currency exchange and outgoing 
money transfers. As a result, inflation rates in Saudi Arabia remained very low for 
several decades, until recently. Fixed exchange rate policy has helped the Kingdom 
to sign bilateral agreements with an increasing number of countries. Only in recent 
years, this policy has caused a serious challenge to the economy, as the country 
has started experiencing an imported-inflation, mainly due to weak US dollar. 
Despite inflation, some economists still argue that this policy should be sustained. 
For example, Nobel laureate, Professor Robert A. Mundell in his 2008 visit to the 
Kingdom recommended that revaluation of Saudi riyal, although it might resolve 
the inflation problem in short run, but it might further contribute to a severe 
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economic instability because of destabilizing speculation activities. This could be 
very damaging for business environment of the region.

The momentum behind economic transformation and healthy business environment 
are undeniable in Saudi Arabia.

Below is a series of fact-based evidence:

• In just three years, Saudi Arabia has risen from 76th to 23rd position in the World 
Bank’s Ease of Doing Business Index and is currently number one in the Middle 
East.

• Investment in Saudi Arabia realizes high profit ratios for local, foreign and shared 
projects, with low risk exposures, and a simple form of taxes and property 
registration fees. The Kingdom currently occupies the fifth rank regarding tax 
liabilities and fourth in property registration costs, according to business 
performance reports 2007 issued by the International Bank.

• According to a comprehensive study published by Arab Forbes Magazine’s in 
late 2006 assessing the performance of (1616) joint-stock companies in the 
Arab world, the first three positions were occupied by Saudi companies. Out of 
the top 50 companies, 22 were Saudi 
companies when applying a number of 
rigorous standards such as operational 
efficiency, market value, sales, revenues, 
dividends, return on equity, return on two 
last year assets (2004–05), and company 
expected growth.

• In the banking sector, the ten Saudi banks 
are among the best banks in terms of 
profitability and growth potential in the 
Arab World. These Saudi banks rank in 
the list of biggest 1,000 banks of the 
world, according to the Financial Times 



2006. Also the three biggest banks in 
the Arab world are Saudi, ensuring 
comprehensive financial support for 
business from every angle.

• A report issued by Milken International 
Corporation in Feb. 2007, noted all of 
the above points in bestowing upon 
the Kingdom of Saudi Arabia the first 
rank worldwide with respect to total 
economic environment classification 
(i.e. environment capability for project 
management and financing). Milken 
Corporation focused on Saudi Arabia’s 
low and stable interest rates, low 
inflation and low taxes, compared with 
international standards.

In addition to the Kingdom’s strong economic climate for investment, one of the 
country’s strongest advantages and incentives for foreign investment, however, is 
its people. The majority of Saudi Arabian population is young, with 45% of the 
country under 15 years of age. Recognizing this as the country’s greatest potential 
asset, the Government has spent billions of dollars toward actively improving the 
human resources development pattern to better provide for the economic boom set 
to continue in Saudi Arabia for the near future. All of this provides investors with 
more opportunities to select the highest caliber labor for their projects.

Recently, the government launched the Human Resources Development Fund to 
train and recruit Saudis and provide many incentives for companies that employ 
nationals through the provision of aids and support for activities related to 
qualifying, training and recruitment of labor, contribution in the private sector Saudi 
laborers’ qualification and training costs, and even covering a percentage of the 
salary of Saudi labor employed by the private sector. 

Safety and Security 
Saudi Arabia has taken all required 
measures for fighting terrorism  
and for creating a safe business 
environment for all investors.  
The government has been very 
successful in combating terrorism.  

The Kingdom is socially and 
politically stable. It strongly pro- 
motes productivity, real economic 
growth and higher profitability.
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ASTERN Province, because of its vital energy industries, has competitive 
advantages in energy- and/or hydrocarbon-intensive industries such as 
Petrochemical, Steel, Cement and Water Supply industries. Investment in 
such industries not only allows Saudi Arabia to create more value-added 

out of its energy resources, but also helps the country to better diversify its 
economy.

Petrochemical
The petrochemical industry utilizes special cuts of hydrocarbons (e.g., Naphtha) 
that are derived from crude oil. Such cuts are used as primary feedstock to make 
valuable commercial products such as ethylene, methanol, propylene, and other 
petrochemical products. They are also known as non-energy petroleum products.

Saudi Arabia Basic Industry Corporation (SABIC) is the key player in petrochemical 

E
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industry in Saudi Arabia. It was 
first conceived in 1976, and began 
production in 1981. However, from 
chronological point of view, 1983 
is marked as the beginning of 
Saudi Arabia’s petrochemical 
industry. Since then, SABIC has 
been on a consistent expansion 
course of petrochemical industry. 
As a result, Eastern Province of 
Saudi Arabia is now not only the 
dominant regional petrochemical 
producer, but also a key global 
player in this industry. The province is the world’s second largest producer of 
methanol and Methyl Tertiary Butyl Ether (MTBE). Also, it is the third largest 
producer of polyethylene; fourth largest in ethylene; sixth largest in polypropylene. 
Overall, SABIC is one of the top ten petrochemical companies in the world, even 
though its production is not limited to petrochemicals.

At present, there are 18 world-class petrochemical complexes in Eastern Province, 
15 of which are joint ventures with international investors with world-renowned 
reputations. In 2006, SABIC’s total production of ethylene Glycol (EG) reached 3.5 
million metric tones, which was about 20% of global demand of this product. 

Petrochemical industry produces wide range of products and inter-connects oil 
industry to myriad of downstream manufacturing industries. Petrochemical products 
are often classified into following categories:

Basic Chemicals  24,072
Intermediates  10,130
Polymers    8,266
Fertilizers    7,515
Metals     4,794

Total Production by Business Unit
'000 metric tons
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•  Basic Chemicals
•  Intermediate Chemicals 
•  Polymers
•  Fertilizers

Basic Chemicals
Basic Chemicals, SABIC’s largest Strategic Business Unit (SBU), accounts for 
around 40% of the company’s total production. Made from hydrocarbon feedstocks 
such as methane, ethane, propane and butane, they are basic to petrochemical 
production and essential to the manufacture of a wide range of industrial and 
consumer goods. 

SABIC’s Basic Chemicals SBU comprises the following three sections – Olefins, 
Aromatics and Oxygenates. 
• Olefins include Ethylene, propylene, Butadiene and Butene-1 product lines, 

mainly used in other SABIC downstream plants.
• Aromatics comprise Styrene, Benzene, Pyrolysis Gasolinne, and Paraxylene. 

Paraxylene is commonly used in Polyester production. The Styrene facility in 
Jubail is the world’s largest conventional 
production site.

• Oxygeneates include Methanol, Crude 
Industrial Ethanol (CIE) and High-Octane 
gasoline-blending component MTBE



Intermediates
The Intermediates SBU comprises four main product segments: fiber intermediates, 
industrial gases, chemical intermediates and linear alpha olefins. These are used 
in SABIC’s own industrial processes; as feedstock for the company’s affiliates; and 
for export to global markets.

Polymers
The Polymers SBU produces two 
major polyolefin derivatives, making 
SABIC currently the world’s third 
largest producer of polyethylene and 
the fourth largest in polypropylene. 
Overall, SABIC is now the world’s 
fourth largest polyolefins producer, 
with the single most compre- 
hensive portfolio of polymer resins of 
any producer–supplier.

Fertilizers
Among the Fertilizer SBU’s products are urea, ammonia and phosphate. Along with 
three affiliates – Saudi Arabian Fertilizer Company (SAFCO), Jubail Fertilizer 
Company (AL-BAYRONI) and National Chemical Fertilizer Company (IBN 
AL-BAYTAR) – SABIC is a major producer of ammonia and the world’s largest 
producer and exporter of granular urea.

SABIC’s mission is to responsibly provide quality products and services through 
innovation, learning and operational excellence while sustaining maximum value 
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for our stakeholders. Total assets of SABIC, at end of 2007, was more than SR 
256.2bn – 45% growth with respect to 2006. In 2007, net income of SABIC was SR 
27bn (with 33% growth from previous year) and sale revenue exceeded SR 126bn 
(46% growth).

Steel 
Steel industry is one of the most 
energy-intensive industries in the 
world. SABIC is also the leading 
steel producer not only in Saudi 
Arabia but also in the Middle East. 
SABIC’s metals business has played 
a vital role in the construction, 
development and industrialization of 
some of the world’s fastest-growing 
economies. This role is continually 
increasing. SABIC’s state-of-the- 
art production facilities currently 
produce:



•  Flat Steel

•  Long Steel

SABIC’s metals SBU has planned to 
expand its operation and increase 
production capacity to meet the 
rapidly increasing domestic and 
global demand for its products. As a 
part of its expansion plan SABIC 
completed its hot-rolling steel mill – a 
project which was awarded to “Voest 
Alpine Industieanlagenbau”. This 
expansion took place at Saudi Irion 
and Steel Company, HADEED – 
SABIC’s wholly-owned metals affiliate 
based in Jubail. This expansion has 
doubled SABIC’s flat steel production 
capacity from 1 million tons per year 
to 2 M mt/y. HADEED started its 
production in 1983 with an initial 
annual production capacity of 800,000 
metric tons. 
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Cement 
Cement industry is another energy-intensive industry, which because of its vital 
place in construction sector plays a substantial role in economic development of 
Saudi Arabia and the region. Saudi Cement Company (SCC) is one of the key 
investors and market player in Saudi Arabia. Huge investments are already made 
by SCC to step up production and meet steadily rising local and regional demands.



43Why Invest In Eastern Province?

Established in 1955 as a public 
share-holding company, SCC has 
been a major supplier throughout  
the Kingdom's infrastructure-building 
phase - for airports, seaports, fly- 
overs, roads, power stations, factories 
and public housing projects. The 
company has also participated in 
various construction projects financed 
by public funds such as the Real Estate Fund and the Saudi Industrial Development 
Fund.

Strong demand in the Saudi market will keep cement production profitable, despite 
new capacity additions, according to a BMG Financial Advisors’ study. According to 
BMG the massive, liquidity-fuelled infrastructure investment taking place in Saudi 
Arabia is attracting investment in capacity by existing and prospective cement 
producers. Saudi Arabia's combined cement capacity is expected to increase from 
31.0 million tones in 2007 to 43.6 million by end-2008 and to 49.0 million tones by 
end-2009.

"This additional capacity is expected to be met with an expected three-year CAGR 
of 23 percent in local consumption. Local consumption grew by 8.4 percent in 2007 
to 26.8 million tones. The growth rate is at varying degrees across the country's 



different regions, with the highest growth expected in the Western region, home to 
the country's most sizeable infrastructure projects," the study added. According to 
the study, the export ban announced in early June to control inflation, should have 
a negative effect on the industry's sales growth, albeit on a limited scale and in 
varying degrees among different producers. The 3.5 million tones of exports in 
2007 which accounted for 12 percent of the total cement sales will be partially 
offset by the local demand growth story and exports to Bahrain, which is exempted 
from the export ban.

"The Saudi Arabian cement sector's one-year-forward earnings multiples, while not 
appearing to be cheap, are justifiable as we view Saudi Arabia's future economic 
prosperity as promising, due to the sizable degree of infrastructure and real estate 
activities taking place, buoyed by the young demographic structure and GDP per 
capita growth, which serve as strong drivers," the study said.
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It mentioned its top 'Buy' stories as Saudi Cement (49.5 percent  upside), Yamama 
Cement (43.2 percent upside) and Arabian Cement (36.7 percent upside) on 
proximity to mega projects and capacity expansion, while it  issued a 'Reduce' 
recommendation for Eastern Province Cement (11.0 percent  downside), on market 
share pressures and no volume growth forecasts. The study stressed that there are 
in excess of $350 billion in planned infrastructure projects in Saudi Arabia -- huge 
projects such as the King Abdullah Economic City (KAEC), and Jeddah's water 
desalination plant.

Water Supply Industry
Saudi Arabia is one of the driest countries in the world, with no perennial rivers. 
Water is obtained from four distinct sources:
•  non-renewable groundwater from the deep fossil aquifers, and
•  desalinated water.
•  surface water;
•  renewable groundwater from shallow alluvial aquifers,

Only the last two sources 
are renewable. Their 
volume, however, is 
minimal. Current levels of 
groundwater abstraction 
far exceed the level of 
natural recharge: Ground- 
water is being “mined”. 
For example, the Al-Ahsa 
aquifer in the Eastern 
Province experienced a 
drop of 150 meters over 
the past 25 years. Since 
the usable volume of the 
aquifers is not known, it  
is not clear how long 
groundwater mining can 
be sustained.

Estimates of the ground- 
water (Fossil aquifers) 
stored in the principal 
aquifers are controversial. 
Ongoing resource assess- 
ments are expected to 
provide reliable estimates 
of the volume of water left 
in storage in each aquifer, 



and estimates of the portion of that volume that can be extracted on a sustainable 
basis.

In 2004 the volume of water supplied by the country’s 30 government-operated 
desalination plants reached 1.1 BCM. 6 plants are located on the East Coast and 
24 plants on the Red Sea Coast. By the year 2009, new plants will add an 
additional 0.58 BCM of water per year. 

The country’s mean annual surface runoff has been estimated at more than 2 
billion cubic meters per year. The country has eleven renewable alluvial aquifers 
with an estimated combined mean annual recharge of nearly 1 billion cubic meters 
per year. According to the World Resources Institute the renewable groundwater 
and surface water resources overlap, i.e. the entire renewable groundwater 
resources originate in recharge from rivers (Wadis) so that total renewable water 
resources are in the order of 2 BCM/year. Surface resources and renewable 
aquifers are concentrated in the west and southwest, where rainfall is higher.

Saudi Arabia is the largest producer of desalinated water in the world. About 40% 
comes from groundwater. The remainder comes from surface water (9%) and 
reclaimed wastewater (1%). Desalinated water is prevalent along the coasts, 
surface water in the southwest region and groundwater elsewhere. The capital 
Riyadh, however, is supplied to a great extent with desalinated water pumped from 
the Gulf over 467 km to the city located in the heart of the country.
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Annual Production of Desalinated Water

Shoaiba Desalination Plant
Phase 2 of the Shoaiba Desalination Plant was completed by Doosan Heavy 
Industries on 17 March 2003. The finished facility, which currently ranks as the 
largest in the world, was constructed in two stages, for the state-run Saline Water 
Conversion Corporation (SWCC). In addition to the construction of the desalination 
facility itself, the project also involved the provision of storage tanks, a pumping 
station and pipelines to transport the product water. 

The initial output of Phase 1 was 24.6 million m3 of water a year; Phase 2 has 
increased this to 150 million m3/year at an estimated total project cost of $1.06 
billion. 

Description
1425/26H (2005) 1426/27H (2006)

No. of Plants Production No. of Plants Production

(Million cubic meters)

 Eastern coast plants 6 524.5 6 537.8

 Western coast plants 24 535.0 24 532.2

 Total production 30 1,059.5 30 1,070.0

Source: The Saline Water Conversion Corporation.



As part of the overall 
development at Shoaiba, 
an oil-fired power station, 
equipped with turbines, 
heat recovery steam 
generators and ancillary 
power generation equip- 
ment, has been construc- 
ted adjacent to the de- 
salination plant. The 
power plant forms part of 
an integrated operation, 
providing desalination 
facility with steam to heat 
its seawater distillers, 
while reducing its own 
demands for cooling. 

Work has also been 
undertaken on the con- 
struction of a port and 
tanker terminal to supply 
the complex. 

Water Demands
The Saline Water Conversion Corporation (SWCC), 
responsible for supplying 50% of all municipal 
water in the Kingdom of Saudi Arabia, took the 
initial decision to invest heavily in desalination 
against a backdrop of chronic water shortage and 
rising population. According to predictions from the  
Saudi Arabian Central Department of Statistics, the 
Kingdom's total population will exceed 29 million by 
2010 and rise to 36.4 million ten years later. Taking 
a baseline consumption of 300 liters per person per 
day, the resulting demand for water will increase to 
over 3,000 million m3/year by 2010 and nearly 
4,000 million m3/year by 2020. 
Saudi Arabia is now the world's largest producer of 
desalinated water with desalination meeting 70% 
of the country's present drinking water requirement 
and supplying major urban and industrial centers 
through a network of water pipes which run for 
more than 2,300 miles. Several new desalination 
plants are planned, or under construction, which 
will ultimately bring the final total to almost 30 such 
facilities. 
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Multi-Stage Flash Distillation (MSF) 
Desalination Process
The Shoaiba plant uses a Multi-Stage Flash Distillation (MSF) process, reflecting 
an ongoing trend of renewed interest in this technology within the Middle East 
market. This is because of a number of reasons. In particular, the price of the units 
themselves has dropped greatly over recent years, which is of particular importance 
for very large plant installations. The efficiency of MSF, which has been appreciated 
for years, combined with their relatively low maintenance further enhances their 
appeal for the sort of large-scale applications required in the region. In addition, the 
necessity for the extensive pre-treatment of raw seawater intake required by 
alternative technologies, particularly reverse osmosis, have led to a fall in their 
popularity in some quarters of the Middle East. Although reverse osmosis plants 
are more numerous, MSF systems presently account for over 85% of the world's 
desalinated water. 

At Shoaiba, low grade steam from the adjacent power plant's steam turbine 
exhaust, or from the bypass station if the steam turbines are out of service, is used 
to heat the tubes within the distiller units' brine heaters, which in turn heat the 
seawater intake. The heated seawater then passes into a low-pressure vessel, 
where it boils rapidly and "flashes" into steam. 
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The finished desalination plant currently ranks as the 
largest in the world and uses multi-stage flash (MSF) 
distillation.

The Saline Water Conversion Corporation (SWCC) has several water 
treatment plants across Saudi Arabia.
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One of the 20 vertical mixed-
flow brine re-circulation pumps. 
In all, over 100 pumps of varying 
designs and sizes were used in 
the plant.

This is condensed on heat exchanger tubes, 
cooled by the incoming feed water flow to the 
brine heater. This, in turn, warms up the 
intake water itself, reducing the amount of 
thermal energy needed in the brine heater. 

In practice, only a small percentage of the 
seawater is converted to steam, depending 
on the ambient pressure maintained in the 
vessel, since vaporization swiftly causes the 
water to cool to below boiling point. Thus, 
multi-stage distillation makes use of a  
series of stages set at increasingly lower 
atmospheric pressures, allowing the feed 
water to pass from one to another, repeatedly 
flashing, without adding more heat. However, 
there are limits on the number of stages, 
since one of the major factors affecting the 
thermal efficiency of MSF plants is the 
temperature difference between the brine 
heater and the final condenser at the cold 
end of the plant. While operating a plant at 
the upper temperature limit of 120°C leads to 

Saudi Arabia has invested heavily in water desalination facilities, such as this 
one at Jubail. The Shuaiba is now one of nearly 30 desalination plants in the 
country.
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increased efficiency, it 
also increases the 
potential for detrimental 
scale formation and 
accelerated corrosion of 
metal surfaces. At 
Shoaiba, these problems 
have been largely 
addressed by matching 
the MSF performance to 
the optimum plant power 
and steam cycles, 
together with the use of 
c o r r o s i o n - r e s i s t a n t 
coatings and alloys. 

Over 100 pumps are 
used in the plant and  
in a wide range of 
capacities. Small vertical 
mixed flow pumps were 
installed for brine blow 
down, while much larger 
ones were used as  
the main cooling water 
pumps and for brine 
re-circulation and dis- 
charge. The brine heater 
condensate used hori- 
zontal centrifugal pumps, while horizontal double suction types were specified for 
the distillate. 

The product water is subsequently re-mineralized to make it palatable and held in 
storage tanks prior to delivery via the plant's new pumping station and the water 
transmission network. Water produced at Shoaiba is supplied to Jeddah, Makkah 
and Taif. 

Contractors & Suppliers
A partnership between Bechtel and Doosan (then known as Hanjung) formed the 
lead contractor for Phase 1 of the plant, with Doosan taking on the role for Phase 
2. Torishima supplied the pumps, Albilad the complete fire protection and alarm 
system, and Samshin the valves. Poongsan provided the ACR and alloy tubes 
used. Archirodon worked on the pipelines and seawater intake structure. They also 
worked on the construction of the tanker terminal, together with Harbor and Marine 
Engineering. C&J Engineering were responsible for coating the plant's flash 
chambers. Other firms involved included Young Poong, Salumco and Gemco.
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GOVERNMENT of Saudi Arabia 
consistently encourages every 
investment project in Saudi Arabia, 
providing attractive incentives. Such 
incentives are provided to both foreign 
and local investors. Subject to some 
limitations and/or exclusions, investors:
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• Can own 100% of their investment projects in the Kingdom, if applicable

• Shall pay, under current Saudi Arabia Income Tax Law (ITL), a maximum of 
20% tax on corporate profits above SR100,000 (US $26,700)

• Are allowed, subject of the provisions of ITL and Companies Regulations, to 
repatriate 95% of their capital, profits and dividends (5% is deducted as a 
withholding tax and there are on currency conversion or currency export 
restrictions)

• May freely transfer shares

• Can enjoy 
(i)  incentives provided under the protection and promotion of National 

Industries Act, including exemption from customs duties on imports of 
machinery and equipment, raw materials and spare-parts if imported 
for industrial use 

(ii)  preferential treatment for national products in governmental 
procurement

• Can apply for industrial loans on favorable terms from the Saudi Industrial 
Development Fund (SIDF) or other lending agencies

• Will benefit from the Kingdom’s WTO accession commitments and applicable 
bilateral investment protection and promotion agreements signed by the 
government

• Can sponsor, subject to Saudization requirements, foreign employees (i.e., to 
obtain entry and exit visas and residency and promotion agreements signed 
by the government)

• Can refer disputes to the Board of Grievances and Investment Disputes 
Settlement Committee

• Can carry over current tax losses into future years to offset taxes on future  
profits

• Can benefit from non-imposition on personal income tax

• Shall receive the same treatment, protection and incentives accorded to a 
national investment since the Kingdom is member of the Multilateral 
Investment Guarantee Agency (MIGA)

• Shall be provided pre-investment assistance by Saudi Arabian General 
Investment Authority (SAGIA) such as in:
(iii)  conduction feasibility studies for industrial projects
(iv)  providing information and statistics for investment projects within the 

scope of Saudi Arabia’s development plans
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