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The Impacts of COVID-19 on Saudi Arabia's Economy
Executive Summary
The impacts of the global pandemic, COVID-19, have been felt all around the world. The implications are evident in all sectors of society, including the economic sector. COVID-19 has led to the implementation of a variety of rules by the affected nations around the world (Hedeshi & Hartwich, 2020). Due to these rules, many activities that had the globe operating have come to a sudden stop.  Similarly, in Saudi Arabia, the country is going through the same series of events, like the rest of the world. That is the implementation of measures to ensure that the spread of the global pandemic is controlled and reduced to having significant impacts in its economic sector (KPMG, 2020). Since the topic of focus is a continually researched topic, there is the need to establish the actual impacts of COVID-19 on the economy of Saudi Arabia. 
Based on various studies on the dynamics of the economy of Saudi Arabia, the economy is significantly made up of and contributed to by the revenue sourced from oil (Hedeshi & Hartwich, 2020). The nature of the economy in Saudi Arabia creates the potential risk of greatly being negatively affected by COVID-19 for various reasons. A good example is a fact that COVID-19 has resulted in lockdowns, which have significantly restricted the movement from one place to another. As a result, the demand for oil has greatly decreased, which has led to a decrease in prices. Since the economy of Saudi Arabia is based on the revenue obtained from oil, it may be negatively affected. However, this is just an example of the estimated impacts of COVID-19, which creates the need to establish more consequences, specifically in the economy. As a result, it leads to the question of how did COVID-19 affect Saudi Arabia's economy? This research paper will focus on answering this research question starting from the inception of COVID-19 in December 2019 to May 2020.
Introduction
The topic of COVID 19 impacts on the economy of Saudi Arabia is a broad topic in which scholars have focused on establishing the impacts since its inception. Similarly, this research paper focuses on the effects felt during this period up to May 2020. Many aspects make up the economy of Saudi Arabia which enables the country to operate smoothly. During this global pandemic, the economy of Saudi Arabia has experienced negative impacts associated with all the changes that have been propagated by the novel Coronavirus. Therefore, there is the need toidentify, analyze, and provide viable mitigation measures to ensure that the overall economy of the country recovers even after the global pandemic. More so in the leadership sector since leaders hold the position to make the necessary changes when needed.
The mentioned topic is of primary interest since a nation's prosperity is defined by the condition of the economy (Osipov, 2016). Therefore, in times like the global pandemic happening currently, the economy of any country should be a paramount concern next to the health care of the citizens. Similarly, to ensure that the economy of Saudi Arabia goes through these tough economic times and remain healthy, all the possible negative impacts on the economy, both short-term and long-term effects need to be addressed. Therefore, this aspect led to the interest to provide leaders with relevant mitigation measures to help maintain the economy of Saudi Arabia operating well without adverse negative impacts. Besides, even after the occurrence of the inevitable adverse effects, then the nation will have mitigation measures to reduce the outcome.
This research study will focus on the experienced COVID 19 impacts on the economy of Saudi Arabia. More so, the analysis will be based on the specific period between the inception of COVID 19 in December 2019 to May 2020. Additionally, the study will focus on the negative impacts of COVID 19 on the two main contributors to the economy of Saudi Arabia that is oil and tourism. Therefore, this provides the scope of the research study. And as indicated earlier, the results of the study will aid in helping the individuals in leadership to make decisions that will see the economy through the current global pandemic since leaders form the decision-makers in a country.
Literature Review
Short-term impacts of COVID-19 on the economy of Saudi Arabia
According to Hedeshi & Hartwich (2020), Saudi Arabia is one of the countries in the Arab Region, with a high number of COVID-19 patients. Therefore, there is a need for healthcare resources such as human resources and equipment necessary for the treatment of COVID-19. Without adequate financial resources to support the treatment and management of this global pandemic, many nations will be affected, including Saudi Arabia. The authors further indicate that COVID-19 has led to both short- and long-term effects on the economy of Saudi Arabia. In this case, various short-term effects of COVID-19 are evident in the economy of Saudi Arabia, for example, a decrease in the demand for oil.
According to the World Bank (2020), one of these short-term impacts includes a considerable decrease in the demand for Saudi Arabia’s primary source of revenue, which is oil. Based on various studies conducted to establish the dynamics of the economy of Saudi Arabia, oil exports make up the highest contribution to its economy (World Bank, 2020). According to Nicola et al. (2020), a meeting held at the Organization of the Petroleum Exporting Countries (OPEC) in March in Vienna, regarding the production of oil during the global pandemic, Russia advocated for continued oil production irrespective of the decreased demand. The authors further indicate the concern of the meeting, which was to avoid any economic drawbacks due to the implement rules related to COVID-19—identifying global lockdown as one of the adopted laws in the affected countries and restricted movement to other places. Nicola et al. (2020) identify the first and current short-term impact being the reduced demand for oil since people no longer even drives to work. Specifically, based on statistics, the revenue collected from oil during the first three months of 2020, indicate a 24% decrease when compared to revenue collected same time in 2019. As a result, the country has registered a shortage of around $9 billion in their oil revenue. 
According to Hedeshi & Hartwich (2020), the decrease in demand for oil has led to the need to establish measures that will ensure the demand somehow comes up. As a result, the second short-term impact of COVID-19 is a drastic decrease in the original prices of oil in the global market. The occurrences being witnessed currently regarding the oil industry were lastly seen almost thirty years ago (Nicola et al., 2020). Therefore, due to a registered decrease in movement of about 80%,as defined by the laws enacted to curb the spread of the novel Corona virus, there is less need for oil since now people can work from home to avoid any social contact. Hedeshi & Hartwich (2020) found that Saudi Arabia took up the strategy of reducing the price of oil, anticipating an increase in demand; however, there is no change. As a result of the step to return things to normal, the oil prices reduced from 2019’s price of $115 per barrel to around $50 per barrel which is a decrease of 60%. This impact is termed as a short term since Nicola et al. (2020), identifies that once the laws of staying home and being on lockdown are lifted, then people will go back to going about their economic activities, including transporting both goods and people.
According to Hedeshi & Hartwich (2020), COVID-19 has led to the implementation of laws related to the operation of SMEs in both the private and public sectors. Consequently, this has led to a negative impact on the overall labour force of Saudi Arabia. A similar view is identified by ILOSTAT (2020), indicating that these enacted laws have been implemented for the safety of everyone in the country and to reduce the spread of the novel Corona virus. The statistics further explain that a part of the labour force was relieved of their duties to cut on the crowding at the workplace and for their safety—primarily the daily laborers and those without a well defining contract with the employers such as temporary workers. As a result, employers are trying to reduce their expenses during tough economic times and the reduction of crowding in the workplaces. Hedeshi & Hartwich (2020) further explain that others in the workforce are now expected to comply with the adopted reduction of payment by not more than 40% of their overall amount due to the reduced working hours. Lastly, another portion of the workforce is expected to comply with the added unpaid leave according to Article 116 of the Labor law. As a result, there will be a reduction of activities in the economy due to lack of finances to buy and sell. Therefore, the overall economy of the country will be negatively affected. This effect is termed as short-term since all these measures have been adopted due to the presence of COVID-19.
Long-term impacts of COVID-19 on the economy of Saudi Arabia
Long-term effects are defined as effects that will occur over a long period or are related to the future. In business-related research studies, most impacts felt or present in the economy are, in most cases, long-term consequences (UNIDO, 2020). The current adverse effects faced in the economy of Saudi Arabia are most likely to also play a part in what will be experienced in the future. These impacts will be significantly felt since Saudi Arabia falls under the categorization of countries that have a less diversified economy since it mainly focuses on the production oil (KPMG, 2020). Some of the impacts to be discussed include a decrease in the country’s GDP among others.
[bookmark: _Hlk40652905][bookmark: _Hlk40652961]According to UNIDO (2020), one of the long-term impacts of COVID-19 on the economy is the country's GDP. The gross domestic product (GDP) incorporates all the goods and services produced by a nation for sale. Therefore, it measures the value of sold goods and services within a specific period. In this case, the World Bank (2020) identifies that the GDP of Saudi Arabia is partly made up of oil, which contributes about 50% of the total GDP. Therefore, the decreased oil prices and the overproduction of oil will significantly influence the GDP of Saudi Arabia. According to Hedeshi & Hartwich (2020), other contributors to a negatively impacted GDP include the decrease in productivity. During this global pandemic, the overall productivity in the global economy has greatly reduced. Similarly, the productivity of businesses and industries in Saudi Arabia has decreased due to the closure of companies, the reduction of employees, and the working time. However, this will not be felt until the analysis is done in comparison with the 2019 GDP (Hedeshi & Hartwich, 2020).
According to Wimalawansa (2020), during this global pandemic period, flights to other nations and continents have been cancelled in various affected countries, including Saudi Arabia. As a result, the tourism sector, which is the second top contributor to the nation's revenue, has been greatly affected. According to Ebrahim et al. (2020), the most famous tourist destination to Saudi Arabia is related to religious tourism, and it is implemented by the Hajj Pilgrimage, an annual event held in Mecca, the holiest city in Saudi Arabia. Muslims from all over the world travel to Mecca to celebrate this event. However, due to COVID-19 and the safety-related laws that have been enacted, the event is closed for this year, and Nicola et al. (2020), identifies that this will negatively affect the economy of Saudi Arabia. More so, since these negative impacts on the economy do not match the spending in the healthcare sector of the nation since more equipment and personnel are required to treat the increasing COVID-19 cases (Nicola et al., 2020). As a result, the country is spending more than what it is gaining. In the next few years, the impacts will be felt due to the decreased revenue-generating activities and increased spending in the management of the spread of the virus.
The US is globally used by other nations to assess their economic condition, including Saudi Arabia. The current analysis of the various economies in different countries is all measured with the US as the gauge. According to World Bank (2020), during this period of COVID-19, all nations have been affected irrespective of their development status, including the US. Therefore, according to the speculation by Hedeshi and Hartwich (2020), this aspect may affect the economy of Saudi Arabia in the long run, especially after the global pandemic has subsided. After the end of this global pandemic, the US has the potential to be adversely affected since, currently, the country has a large number of COVID-19 patients, making up a quarter of the global number of infected cases (UNIDO, 2020). Since the effects of COVID-19 are felt in all sectors in the society, the economy of the US will not be exempted. World Bank (2020), identifies that Saudi Arabia will not be able to gauge its economy based on the US dollar, due to the difference in the adverse effects. 
According to Ebrahim et al. (2020), all affected nations have no assurance that any step they take towards formulating mitigation measures regarding their economies will be implemented. Since there is no adequate knowledge of how long the global pandemic will exist around the world. The inadequacy in knowledge is inclusive of the nature of mitigation measures, whether long-term or short-term. Nicola et al. (2020), further indicates that in Saudi Arabia, it is no different, although medical professionals are working towards finding a vaccine for the novel Corona virus. The lack of mitigation measures will significantly affect Saudi Arabia's economy in the long run; currently, the economy is being negatively affected. The authors identified that some of the adopted mitigation measures are taking long to be implemented by the public; for example, the use of the internet to conduct businesses, especially for the SMEs. However, the recorded negative impacts of COVID-19 on the economy of Saudi Arabia require immediate implementation of mitigation measures. Failure to do so, the economy will face adverse implications in the future (Nicola et al., 2020).
Analysis
Before any decision-making process in the economy, leaders consider the aspect of the forecast of how the strategies implemented today or in the past will impact the future. The information acquired above helps guide on how the past performance can influence the outcome in the future. Based on the data from the gathered secondary sources, the use of the business cycle, which includes various indicators existing in the economy, will aid in the evaluation of the past performance of the economy and its future (Los & Ocheretin, 2019). The choice of this approach in this project is appropriate since the literature review incorporated the various economic indicators and how COVID-19 has impacted them since the break out of the global pandemic.
The mentioned economic indicators are further divided into lagging indicators, which are indicators used to define the economy's status in the past. In contrast, the leading indicators forecast the future of the economy (Los & Ocheretin, 2019). In this case, the lagging indicators to be addressed are all related to the production of oil in Saudi Arabia, since it is the most significant contributor to the country's revenue. Therefore, they include unemployment levels in the country, the country's GDP, and income levels. Some of the indicated short-term impacts of COVID-19 include the increase in the unemployment rates in Saudi Arabia. Therefore, since 2019 after the break of the global pandemic, the unemployment levels have adversely increased due to various factors. One of the factors is the closure of some businesses and industries, especially the oil-producing sectors, to implement social distancing and lockdown and the decrease in demand for the product. Another factor is increased firing in the different organizations such as the gas stations due to the reduction of demand for oil. As a result, some of the employees in the public and private sectors are now unemployed. However, the increase in the unemployment rate has mainly resulted from the impacts of COVID-19. The GDP is usually affected by various factors in an economy. In this case, both tourism and oil exports play a considerable role in the contribution of revenue to the GDP. Based on statistics, the GDP growth decreased from 2.4% in 2018 to 1.7% in 2019 (World Bank, 2020). The decrease was a result of the reduced production of oil. Lastly, the income levels in Saudi Arabia also decreased due to the implementation of mitigation measures related to the spread of Corona virus. As a result, the number of working hours was reduced by the government together with the income.
On the other hand, the leading economic indicators include manufacturing levels, housing conditions, and the level of new business startups (Los & Ocheretin, 2019). However, in this research, the main focus will be on the manufacturing levels. In this case, Saudi Arabia has adopted various mitigation measures to help slow and stop the spread of the novel Corona virus. One of the implemented measures is the reduction of movement and the adoption of total lockdown. As a result, there is a reduction in the manufacturing levels of various industries. However, the oil production industry continues to produce oil, which is also a negative indication. Once the production of oil does not respond to the decrease in the demand for oil, this will result in an oversupply of the commodity in the market. As a result, the cost will decrease based on the laws of demand and supply. Once the income declines, the GDP will automatically decrease and other aspects that will also reduce, including the employment levels (World Bank, 2020). Therefore, in this case, the manufacturing levels are high, and the goods do not reach the consumers like it is in Saudi Arabia. It means that there might be a considerable loss due to holding of assets or products in the future. As a result, Saudi Arabia will lose millions of dollars in the future. 
Recommendation
The occurrence of the identified impacts of COVID-19 on the economy of Saudi Arabia requires immediate mitigation measures to reduce the long-term negative consequences. The proposed recommendations will be based on the adopted approach of how the past performance can be used for the prediction of the future. The first recommendation is the identification of the leading economic indicators in this scenario. After these indicators have been identified, then an analysis of the outcome based on these indicators is conducted. This step is carried out to ensure that all potential aspects that have the possibility of leading to any adverse results are identified, and mitigation measures are formulated and implemented. In this case, one primary leading indicator was identified, which also related to the lagging economic indicators. Based on those identified indicators, the recommendations were formulated. 
The first recommendation is the adoption of a reduction in the production of oil as a country. However, this mitigation measure is based on agreements obtained from the meetings held by the Organization of the Petroleum Exporting Countries (OPEC). In order to avoid any holding of assets that would lead to a more significant loss in the future, the oil-producing countries should implement the reduction in oil production. Besides, oil production should be solemnly based on the demand in the market. Therefore, since there is a drastic decrease in the demand for oil, to avoid any further loss, it would be advisable to reduce production. Therefore, this recommendation will ensure that there is the continued production of oil; however, the output will be entirely based on the demand levels and the anticipated demand levels. In the long run, this recommendation will help maintain GDP levels.
Another recommendation is the adoption of workers working in shifts. For the manufacturing industries, employees could continue working in shifts to avoid crowding (Hedeshi & Hartwich, 2020). At the same time, they should implement the rules and regulations associated with the prevention of the spread of COVID-19. By working in shifts, it means that various employees go to work on one day while the other group is left to go on another day. As a result, there will be reduced crowding in the workplaces, and the manufacturing levels will continue being conducted. Therefore, there is a way to do activities that have a significant impact on the future outcome of the economy. Once they are implemented, then the future will be secured positively.
Conclusion
COVID-19 has affected the economy of Saudi Arabia negatively. Based on the information presented, almost all the dynamics involved in the economy of Saudi Arabia were affected. Some of the impacts were long-term, while others were short-term. The discussed short-term effects include a decrease in the demand for oil, which is a significant contributor to the revenue of Saudi Arabia. Other short-term impacts include a reduction in the original prices of oil due to the decreased demand and continued production of oil. Lastly, COVID-19 also affected the labour force of Saudi Arabia. New laws were enacted regarding the working environment, such as a decrease in the working hours, resulting in a reduction in salaries and wages. 
On the other hand, the identified long-term impacts include a reduction in the GDP of the country, a lack of implementation of urgent measures to the economic crisis, and inadequate information regarding the period of the global pandemic. Another long-term impact identified is the reduction of tourism activities in the country due to the restriction of movements around the world. Amid all these negative impacts, various recommendations have been proposed to reduce the implications of COVID-19. Some of these recommendations include the use of the approach of using leading economic indicators to identify the areas that have a significant impact on the future of the economy. In this case, the recommendations are based on the defined indicators, and they include working in shifts and the reduction in oil production. Once the outlined recommendations have been implemented, then the impacts will be reduced.
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