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Contractor market in Saudi Arabia 
 
James Irvine, director and country manager in our Riyadh office, looks at the issues 
surrounding contractors in the Kingdom of Saudi Arabia. 
 
There are few countries in the world that are comparable to the Kingdom of Saudi Arabia 
when it comes to construction opportunities. Many of its planned projects are eye-watering in 
terms of their scale and budget. 
 
The Kingdom’s Vision 2030 programme is driving an unprecedented upgrading of its 
infrastructure, shifting the economy’s dependence on oil to create alternative sources of 
revenue for the government. 
 
The aim is to build a vibrant, thriving and ambitious nation at the heart of the Arab and 
Islamic worlds, as well as creating a business hub and a global investment powerhouse. The 
programme envisages increasing non-oil public revenues nearly six-fold to SAR 1 trillion 
($267 billion) by the end of the decade. 
 
Just one example of the scale of the vision in creating new infrastructure is the coastal Red 
Sea Development, aimed at attracting over a million tourists a year. When complete, it will 
cover an area nearly the size of Belgium and create 70,000 new jobs. 
 
Open to the world 
 
Given the sheer size of the programme and the Kingdom’s determination to change and to 
modernise, the potential for construction contracts is massive. Entry into the market has 
been helped by the fact that, given the number of proposed giga projects, Saudi Arabia is 
looking towards using international contractors, global supply chains and consultants to 
support the Saudi market. 
 
However, there are challenges and opportunities to working in the Kingdom. The fall in the 
global oil price in recent months has impacted funding the programme, and the way in which 
construction projects are contracted and managed also leaves room for improvement.  
 
At the moment many Saudi Arabian projects are delivered late and/or run over budget. This 
situation is by no means unique to the Kingdom, but accepting the lowest price bid can often 
lead to quality, schedule and cost challenges as a development progresses. 
 
Problems can also arise if projects are not sufficiently defined and can be started before a full 
design specification is in place or information is complete.  
 
Poor change management practices and inadequate decision-making processes can lead on 
to conflict and blame for performance failures. 
 
Meeting the challenges 
 
There are examples of successful projects in the Kingdom. Lessons are being learnt all the 
time and steps are being actively taken to address potential problem areas.  
 
For example, it is important to ensure that both the owners and the project management 
consultants organise the contracting strategy and the workflow correctly at the outset in order 
to maximise the likelihood of a smooth completion. 
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The scale of the Kingdom’s development programme also poses a challenge in terms of the 
available resource. With so many projects planned or being built, there are going to be limits 
on the capacity of contractors to obtain essential raw materials such as concrete and steel 
and the price may well be driven up. 
 
Shortages of both skilled and unskilled labour may also have an impact and there  will be 
significant competition for talent on the management side. Some of this may be eased by 
bringing in international companies with experience of such large projects. 
 
Modern construction 
 
Advances in construction technology may also mitigate any labour shortage. Modular 
construction, for instance, has increased in importance across the construction sector during 
the coronavirus pandemic and may provide a solution in Saudi Arabia, with standardised 
units built in bespoke off -site manufacturing facilities and then brought to site. 
 
As well as easing the demand on an already stretched local labour market, modular provision 
also enhances quality assurance processes, reduces at-site health and safety risks and has 
significant waste reduction, cost and speed advantages. 
 
Modularisation and off-site manufacture also starts to address the challenges created by the 
fact that many of the Vision 2030 developments are taking place on remote and barren virgin 
land. This enables the rapid deployment of necessary accommodation for workers and staff, 
without the need for large volumes of labour. 
 
A fair price from the start 
 
How should international contractors approach this market? They need to be realistic in their 
expectations and not just sign up for any contract put in front of them. 
 
As part of the contract negotiating period, they should ensure not only that they receive a fair 
price for their work, but also that a realistic programme is adopted. Contractors need to be 
confident that there are clear lines of communication and authority between the parties so 
that decisions can be made quickly, bureaucracy is minimised, a proper mobilisation period 
is implemented, and design changes are kept to a minimum.  
 
They should also assure themselves that they have an early input into areas such as 
buildability, clear and precise tender documents and collaboration between stakeholders. 
They also need assurances that payments will be made on time. 
 
Although the Kingdom’s Vision 2030 programme is ambitious in every way, its government 
and investors have the drive and determination to see it succeed. It will reshape not just the 
economy and society, but also the physical landscape. 
 
The potential is there for the nation to be transformed through infrastructure projects that are 
bigger, better, more imaginative and more visually attractive than elsewhere. Which 
construction company with the available resources to get involved would not want to be part 
of that? 


