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Abstract: This study aims to measure and analyze the impact of economic diversification on the saudi economic growth during
the period 1970-2011. Based on the distribution of five economic variables: real GDP, exports, imports, government revenues,
gross fixed capital formation, the study estimates a normalized Herfindahl-Hirshman index for each variable. A composite index
is calculated as the mean of five simple Herfindahl-Hirschman coefficients. The results revealed that the Herfindahl index annual
growth rates are (-2.73%) for GDP, (-0.2%) for exports, (0.3%) for imports and government revenues, (2%) for fixed capital
formation, and (-0.9%) for the diversification composite index. The study found out that the saudi economy realized a moderate
diversification degree. The econometric estimation by OLS, reveals a positive relationship between the economic growth rate
and the composite diversification index, meaning that the increase of diversification degree has a negative impact on the Saudi
economic growth.

YA



