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Abbreviations

CPEC:	 	 China	Pakistan	Economic	Corridor
KSA:	 	 Kingdom	of	Saudi	Arabia
PSX:	 	 Pakistan	Stock	Exchange
US:	 	 United	States
UAE:	 	 United	Arab	Emirates				
CARs:	 	 Central	Asian	Republics
MSCI:	 	 Morgan	Stanley	Capital	International
GCC:	 	 Gulf	Cooperation	Council
SLOCs:			 Sea	Lines	of	Communications
SEZ:	 	 Special	Economic	Zone
GFZ:	 	 Gwadar	Free	Zone
SR:	 	 Saudi	Riyal
Bbl/d:	 	 Barrels	per	day
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Abstract

The	multi-dimensional	game	changing	project	CPEC	is	a	lucrative	plan	leading	to	fresh	avenues	for	cooperation	in	which	
regional	 actors	 can	 earn	 diverse	 opportunities	 of	 capitalizing	 their	 economic	 interests.	 The	 Saudi	 Arabian	 economy	
that	grew	sturdily	in	the	early	years	of	the	21st	century	is	now	shrinking	due	to	various	reasons,	therefore	increasing	
challenges	 for	the	Saudi	economy.	KSA	seeks	diversification	of	 its	economy.	 It	 ratified	the	Vision	2030	 last	year.	This	
article	discusses	the	opportunities	and	prospects	which	CPEC	offers	to	the	Saudi	Kingdom	and	discusses	the	trilateral	
interaction	of	Pakistan,	Saudi	Arabia,	and	CPEC.

Introduction

Saudi Arabia is a country rich in oil reserves. It is also a major part of the Muslim Ummah. It has remained the biggest 
oil supplier in the world for many years but now the country’s economy, which is highly oil dependent, is shrinking. 
Saudi Arabia aims to confront the economic turmoil and has ratified a striving strategy to restructure the Kingdom’s 
oil-dependent economy, naming it Vision 2030. The Kingdom is reorganizing it by diversification and privatization of 
national assets, tax increase, and subsidy cuts. The Saudi monarchy has planned long term goals in Vision 2030 which 
comprises three pillars. The first pillar is the “Vibrant Society” with strong roots and KSA’s status as the heart of Arab 
and Islamic world is significant too. The second pillar of the Vision 2030 is “thriving economy” and intentions to invest 
for long terms to make KSA a global investment powerhouse. The third pillar is an “ambitious nation”. Riyadh is looking 
to transform the strategic location of the Kingdom into a hub which will connect the three continents; Asia, Europe, and 
Africa”   . They have planned to establish SEZs and deregulate the energy market to make it more competitive.

Oil being the cornerstone of development for Saudi Arabia and the main pillar of its economy, it has made possible for 
KSA to move up from being the 27th largest economy in 2003 to the 19th largest economic power in 2014. However, 
in the last few years, the Saudi economy has clearly deteriorated and the outlook remains uncertain, as depicted by 
the rising number of threats in the face of Riyadh. Furthermore, despite historic ties between the Kingdom and the US, 
their relations have never been in complete harmony. The US is gradually becoming self-sufficient in oil after discovering 
shale oil reserves in its own country and the newly elected President Donald Trump is often associated with the trait of 
his inconsistent policies even in the early months of his presidential term. This may harm long term relations of US and 
Saudi Arabia and the Kingdom would need a place in a new world order as Pakistan, an old and close ally of Saudi Arabia 
seems to be the part of a new emerging block comprising Pakistan, China, and Russia; severing American influence in 
Pakistan.

CPEC, an integral part of China’s Belt and Road initiative poses an unusual opportunity to Saudi Arabia with long term 
economic prospects. CPEC provides a pivotal plausibility to streamline Saudi Vision 2030 with this multi-billion dollar 
mega-project which would help Riyadh break its economic barriers and further diversify its economy.

Brief Background

The economic crisis of 2008 cramped economic activity across the world when sky-high estate prices in the US finally 
plummeted, spreading promptly to the financial sector, along with the fall in oil prices from historic heights of $144.29 
to $33.87 in just five months which pulled down the growth rates of the world’s advanced economies. Real GDP growth 
of economies like US, United Kingdom, Germany, France, Italy, Japan and Canada stated negative numbers such as 
-2.6, -4.9, -4.7, -2.5, -5.2, -6.3 and -2.5 (2009) respectively, showing the dilapidated state of the world economy. The 
KSA experienced the annual growth rate of 1.8% for the same year due to the oil-price decline of 2008 while in the 
previous year, it marked a GDP growth of 8.4%. These figures did not last for long and the aforementioned economies 
including KSA recovered soon. The Kingdom marked a 10% GDP growth in 2010 but remained impotent to sustain the 
trend in subsequent years. The Saudi economy was jolted with severe oil price shocks once again when oil prices in the 
international market wavered due to global production exceeding its demand and the country’s indicators continued 
cramping the economic outlook in the past few years.

The Saudi economy is an oil dependent economy and its oil revenues roughly account for 90% of the total government 
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revenues while oil exports constitute about 88% of total export earnings. Saudi Arabia has experienced dramatic falling 
trends in the last few years. In 2011, KSA’s GDP was standing at 10%, it tumbled to 3.5% in 2015 and further crumbled 
to 1.6% in January 2017. Merchandise exports which amounted 763.3 billion (SR) dropped to 688.4 billion (SR) in 2016 
which makes a 9.8% decrease within a year. Exports of goods and services as a share of GDP fell massively to 33.7% 
in the year 2015 which was at 56.2% in 2011. The budget deficit soared from 3.4% as a share of GDP (2014) to 16.3% 
accounting for the year 2015, while foreign exchange reserves fell by $116 billion for the same year which raised serious 
concerns for the Kingdom.

The Saudi economy is particularly vulnerable to oil-price shocks because of its oil-dependency. The KSA is diversifying 
its economy and has a prodigious opportunity altogether, framed in Gwadar Port and mainly the SEZs in Gwadar. Saudi 
Arabia can invest in Gwadar as it is developing rapidly and becoming an emerging trade hub. Gwadar’s unique and vast 
economic opportunities relative to the Persian Gulf make it more appealing and viable. Pakistan intends to develop 
industrial zones, clusters a  nd SEZs to attract Foreign Direct Investment. The Saudi government can diversify its economy 
more swiftly by becoming part of this grand project and investing in different industries. The western coast of the KSA is 
still underdeveloped and by undertaking trade activities there would cost the KSA relatively more and be less efficient 
as well. Becoming part of CPEC would give the KSA easy access to over 3 billion people of the world via Gwadar, which 
constitutes about half of the world’s population. 

Source: Saudi Arabian Monetary Agency, Annual Statistics 2016
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CPEC-Gwadar Projects
1 Gwadar East Bay Expressway.

2 New Gwadar International Airport.

3 Construction of Breakwaters.

4 Dredging of berthing areas and channels.

5 Development of Free Zone.

6 Necessary facilities of fresh water treatment, water supply and 
distribution.

7 Pak-China Friendship Hospital.

8 Technical and Vocational Institute, Gwadar.

9 Gwadar Smart Port City Master Plan.

10 Bao Steel Park, petrochemicals, stainless steel and other industries.

11 Development of Gwadar University (Social Sector Development).

12 Up-gradation and development of fishing, boat making and 
maintenance.

Source: www.cpec.gov.pk

Saudi Arabia and the CPEC in the New World Order

Rapid changes are taking place in the international arena, both economically and strategically. The world is reclining 
from unipolarity towards multi-polarity and Pakistan is emerging as a key player in this regard due to its geo-strategic 
location and economic resourcefulness. Saudi Arabia needs a place in the new world order. The US alleged KSA last 
year for 9/11 attacks and in a response to passing such a bill in the Congress (September 2016), the Kingdom officials 
threatened the former to sell hundreds of billions of dollars of US assets ($750 billion), showing the steady accumulation 
of tension between the old friends. The newly elected president of the US, Donald Trump spent most of his electoral 
campaign in needling and critiquing Saudi Arabia but after joining the president’s office, he recently paid his very first 
official visit to Saudi Arabia. His visit resulted in many economic and strategic agreements between Washington and 
Riyadh, figuring about US $350 billion. Trump also posed a ban on several Muslim nations in January 2017 depicting his 
loathe for Muslim countries. Trump has been the center of critics for his erratic policies and hence this has become a 
major concern for long-term relations of the two nations. Furthermore, America is nearer to oil self-sufficiency and may 
stop oil importation from the Middle East completely. Highly uncertain prospects of political and economic relationships 
between Washington and Riyadh makes it worrisome for the latter to reduce large economic constraints that the Saudi 
policy makers are facing. The Saudi Kingdom has a duty to secure more dependable markets and hence it would be 
profitable for Saudi Arabia to join the Belt and Road initiative in order to achieve sustainable economic goals and the 
smooth accomplishment of Vision 2030.
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Source: Aspire Financial Freedom

Saudi Arabia, a Competitive Oil Supplier for China

China, with a huge economy of $21.27 trillion 
is searching for durability in energy imports 
as it faces several challenges on different 
economic fronts. Beijing has been increasingly 
looking toward Russia for oil supply but Saudi 
Arabia can provide better quality crude oil at a 
competitive cost. China is the second-biggest 
consumer of crude oil and its oil imports 
are expected to grow from 6 million (bbl/d) 
to 13 million (bbl/d) by 2035. Following 
Russia, Saudi Arabia is the second largest oil 
producer (10,050,000 bbl/d) and exporter, 
hence aligning its economy with China by 
fulfilling Beijing’s energy requirements, 
Riyadh can lessen American influence in its 
economy. The US is transforming drastically 
into the producer of oil and gas after trapping 
huge reserves of shale rock formations across 
the country. America, due to its expected 
adequacy in oil and the cutting of oil imports 

is leaving the Kingdom on the back end. Moreover, strong Russia-Iran ties and the situation in Yemen and Syria are also 
a reason for strong concerns. The current scenario may lead Riyadh to stand isolated in the new world order. Chabahar 
Port, the Indian-invested Iranian port has also welcomed investment from the UAE. 

Recent developments have been observed in India and the UAE regarding a $75 billion investment and the UAE has 
successfully diversified its economy now. Nevertheless, there are many economic benefits and common interests 
that can break down boundaries. CPEC provides Riyadh with an open and golden opportunity to join the new nexus 
emerging which comprises of China, Russia, and Pakistan. The corridor can provide an intense bilateral boost between 
the Kingdom and Russia, and in the long run with Iran as well. Gwadar is gathering international finance robustly and 
it is time the KSA invests in CPEC and joins the economic arena to secure its economy and markets and boost its trade 
exchange.
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CPEC and Continental Connectivity

Pakistan’s maritime sector, astride the North Arabian Sea is bequeathed with a vast coastline, offering natural ports and 
harbors. CPEC and the Gwadar Port give essential impetus to Pakistan’s economy and ensure continuity of supplies in 
a relatively shorter period of time and minimize the cost. The multi-dimensional economic corridor of connectivity is 
ornamenting Pakistani economy with impressive milestones. Pakistan’s economic milieu is ameliorating and the country 
is enjoying perks, receiving colossal investment in different sectors of the economy. Pakistan has been classified as  an 
“emerging market” by MSCI recently in May 2017. PSX was ranked 5th by Bloomberg a few months back with PSX 100 
index gaining 43.05%. The Government of Pakistan is expected to establish 27 SEZs under the CPEC. The distribution of 
SEZs has been made for every province and the figures are as follows: seven in Punjab, eight in Khyber Pakhtunkhwa, 
three in Sindh, seven in Balochistan whereas the federal territory Islamabad and exotic Gilgit-Baltistan will host one SEZ 
each. Discussing the international scenario, Malaysia expressed its interest in the Gwadar Port for establishing industries 
at GFZ and to build potential avenues. Malaysia also conveyed its interest in developing ferry service operations and 
construction of terminals at the warm water port of Pakistan (Gwadar). Following Malaysia, the United Kingdom desires 
to become a partner in CPEC and to capitalize new trade opportunities. Germany’s ambassador to Pakistan Ina Lepel also 
showed Germany’s keen interest in the project. This trans-lateral inclination towards the Sino-Pak mega project depicts 
its worth and its futuristic economic dimensions makes it more appealing. Therefore, Saudi Arabia should foresee the 
far-reaching economic benefits of CPEC and join the world economic arena. It could not only provide a wide range of 
trade opportunities to Riyadh but it will also safeguard their economy and boost diversification. 

The KSA has an opening prospect to establish industries in GFZs, and becoming an economic partner in turn opens a wide 
range of options to the KSA to get access to the whole of Asia, Middle East, the CARs, and Africa through the corridor 
and Gwadar. The CARs are located in the heart of Eurasia, presenting exclusive benefits as a key transport passage and 
their vital geostrategic location coupled with rich oil and natural gas reservoirs make their proximity desirable. The 
Kingdom can reach two of its own biggest export destinations China ($26.7 billion) and India ($19.9 billion) through 
CPEC itineraries cost-effectively. CPEC provides the Kingdom with an option of connectivity with these countries and 
enhances trade relations. This intra-regional connectivity would help Saudi Arabia to build personal contact and an 
integrated network of infrastructure across regions and countries. Hence, it is time for Saudi Arabia to formulate a 
pragmatic policy vis-à-vis the changing strategic and economic dynamics; CPEC knows no bounds in this regard.

Punjab
Special Economic Zone Area  (Acres)

Pind Daden Khan Industrial City 10,000

Multan Industrial Estate 80

Bhawal Industrial Estate 400

Rahim Yar Khan Industrial Estate 450

Rawalpindi Industrial Estate 200

Mianwali Industrial Estate 600

Dera Ghazi Khan Industrial Estate 3,815

CPEC Special Economic Zones



8

www.cscr.pk

Khyber Pakhtunkhwa
Special Economic Zone Area  (Acres)

Hattar Industrial Estate -

Mansehra Marble and Granite Industrial Estate 80

Nowshera Industrial Estate 1000

Chitral Industrial Estate 80

Ghazi Industrial Estate 90

DI Khan Industrial Estate 188

Bannu Industrial Estate -

Karak Oil Refinery -

Balochistan
Special Economic Zone Area  (Acres)

Gwadar Industrial Estate 3000

Lasbela Industrial Estate 1290

Turbat Industrial Estate 1000

Dera Murad Jamali Industrial Estate 50

Winder Industrial and Trading Estate 50

Mini Industrial Estate Khuzdar 50

Bostan Industrial Estate 1000

Sindh
Special Economic Zone Area  (Acres)

Chinese Industrial Zone (Near Karachi) 2,000

Textile City (port Qasim) 1,250

Marble City (Karachi) 300

Gilgit Baltistan
Special Economic Zone Area  (Acres)

Moqpondass Industrial Estate 250
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Putting the Pieces Together

The CPEC being part of the Belt and Road initiative with its unprecedented ambitions and scale entails phenomenal 
opportunities and prospects to put the KSA on a sustainable and well-balanced development path. Saudi Arabia can 
also invest in joint ventures with Pakistan and China and utilize the geographical location of Pakistan as it intersects the 
SLOCs emerging from the three main choke points in the Indian sea. These points include the Strait of Malacca, Strait of 
Hormuz and the Red Sea. This joint venture will provide the Saudi economy with remunerations that lay in an uncharted 
marine sector. CPEC is an inordinate panorama for the Kingdom to diversify its economy and excel through trade of 
goods and services and establish industries across the borders, hence moving away from its current reliance on oil. The 
KSA has a pivotal opportunity to get ingress in the Indian Ocean and to get access to the CARs, Europe, Africa and the 
Middle Eastern nations. Pakistan, China, and the KSA have strong socio-economic ties and the triangular interaction 
through the joint ventures between the three countries would increase cooperation in the near future and bolster Saudi 
Arabia’s sustainable economic growth.
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