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The Kingdom of Saudi Arabia (KSA) has an enormous reserve of 
hydrocarbons and its petroleum currently serves as the engine of its 
growth and development.  It has the world’s largest crude oil reserves 
and is the world’s chief oil exporter (EIA, 2013).  Hydrocarbon accounts 
for about 80% of KSA’s national budget (Akhonbay, 2012; World 
Factbook 2011) and 55% of KSA’s gross domestic product.  The current 
global petroleum price crisis created some disequilibria.  Saudi Aramco 
which had a net loss of 0.01 percent in 2014 (Tadawul, 2014) took a $10 
billion loan for general business purposes from banks (Oil and Gas 
News, February 2015).   The paper examines the structure-conduct-
performance (SCP) paradigm of the KSA’s energy sector. The research 
questions centered on the market structure, pricing mechanism, 
diversification and policy implications of KSA energy sector.  Using 
financial ratio data of the firms in the sector, we quantitatively analyzed 
KSA’s SCP energy paradigm.    The market share, profit margins of each 
firm, degree of barriers to entry, Herfindahl-Hirchman Index, and 
Concentration Ratios are used to measure the market structure.  The 
industry conduct is measured by analyzing the existence of dominant 
firms, interdependency between firms, non-price competition and 
behavior of firms in the sector.    The industry’s performance is measured 
by analyzing profit margins, quick, and current ratios of the firms in the 
sector.  Empirically, KSA oil and gas industry operates under a monopoly 
market system.  The petrochemical industry is dominated by SABIC with 
56% of the market share.    Six of the 18 companies in the petrochemical 
industry had about 90% of the market share.   This is a “monopolistic 
competitive market structure” with product differentiations.   Based on 
our research findings, some policy recommendations were made for 
KSA’s considerations before concluding the research.   
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