
 

Introduction 

Free Zones: Post-Pandemic Panacea? 

 

While virus-aggravated downturns, deep budget cuts and serious economic reforms 

will test their resilience, in a trade environment increasingly characterized by 

nationalism, protectionism and coordinated regulation (e.g. G-7 moves to 

set minimum corporate tax rates), free zones offer compelling and arguably more 

economically dynamic and competitive alternatives. 

 

Long foundational tools for Gulf Arab states seeking to leverage location, low tax and 

light-touch regulation to stimulate economies through foreign investment, free zones 

feature prominently in plans to relaunch economies newly emerging from a long, 

painful and economically deflationary pandemic. 

 

In essence, GCC free zones assure foreign investors of  

• control, allowing outright ownership (albeit also now possible on the 

mainland), 

• cheap labor, free of otherwise economically ruinous citizen quotas, and 

• low taxes and customs duties, e.g. Jebel Ali’s 50-year corporate tax holiday.  
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Latter Day Concessions? 

 

In earlier days Turkey, China and others allowed quasi-sovereign concessions for 

European merchants; Hong Kong, for example, retains shades of former glory, in a 

rearguard defense against creeping mainland control. 

 

After the UK abandoned Commonwealth trade preferences upon joining the 

Common Market in 1973, Singapore, independent since 1965, helped found ASEAN 

as a regional free trade zone, while assuming a role as regional hub by proactively 

attracting potential investors with a permissive and efficient business climate, a 

hugely successful model worthy of close study by would-be Gulf competitors. 

 

Better Late than Never? 

 

While a relative latecomer to the free zone rush, Saudi Arabia is making up for lost 

time:  

• in 2019 the writ of its Economic Cities and Special Zones Authority was 

expanded to embrace economic zones;  

• in January Investment Minister Khaled Al-Falih promised 20 new investor-

friendly economic zones; and  

• NEOM and Kuwait’s Silk City will feature free zone characteristics. 

Given the likelihood that free zones will feature prominently in efforts to achieve 

Vision 2030 economic goals, what better occasion to consider the history and value 

of other similar regional initiatives. 
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Jebel Ali: Poster Child 

 

While free zones have been slow in appearing in Saudi Arabia and other energy-rich 

neighbors, others less richly endowed have sought foreign investment through 

regulatory and tax oases awash with Western-style amenities, beginning 

in 1985 with Jebel Ali, Dubai’s free zone pioneer in an ever-proliferating array of 

sectoral clusters, supporting 135,000+ jobs and contributing 28% of Dubai’s GDP. 

While most Gulf free zones remain state-owned, Jebel Ali’s owner DP World, in line 

with a broader regional trend towards Margaret Thatcher-style privatization and 

deregulation, hopes to partially privatize.  

 

Keeping Up with the Zayeds 

 

In the 2000’s energy-rich Qatar rose to Dubai’s challenge with a Free Zone Authority 

focusing on modernizing airports and seaports, while Abu Dhabi launched renewable 

energy-fueled Masdar. 

 

Policy Coordination 

 

In the UAE, coordination has most often been evident in the breach, amidst ever-

proliferating sectoral clusters; does really make economic sense for Abu Dhabi to 

compete through twofour54 with Dubai’s well-established media city, or for each 

country and emirate to boast its own regionally redundant airports and airlines, on 

the model of European formerly redundant and unprofitable national airlines? 

 

To address this economically unproductive syndrome, the Dubai Free Zone Council 

seeks to promote cooperation among zones, including through a recent successful 

coronavirus relief package, with Abu Dhabi following suit. 
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Diplomatic Applications 

 

As effective tools of diplomacy, Emirati free zones feature prominently in extending 

the UAE’s Abrahamic rapprochement with Israel into broader-based commercial 

partnership.  

 

NEOM was conceived as a quasi-sovereign and autonomous transnational entity 

extending into Egyptian and Jordanian territory, on terms yet to be fully defined; 

while the application of Islamic prohibitions has yet to be clarified, NEOM’s legal 

regime may draw as much on best global best practices as on shari’a. 

 

Risks 

 

To address alarms that free zones could facilitate counterfeiting, money laundering 

and non-shari’a-compliant deviance, the Dubai-based World Free Zones 

Organization proposed at its annual conference in June to serve as “safety and 

compliance” breakwaters against all abuses.  

 

Superlatives on Parade 

 

As GCC states transform mainland economies in ways that could dilute free zones’ 

appeal, plans to reform a bureaucracy entrenched in low performance and high 

privilege may seem a bridge too far; arguably best to leapfrog legacy systems by 

rebuilding from ground zero. The Kingdom’s ambitious and ever-proliferating plans 

include for 

• NEOM, quasi-sovereign if not transnational status for NEOM;  
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• tourism, 100 million foreign visitors annually by 2030 (a sixfold increase from 

2019), featuring a vastly restored and redeveloped Diriyah Gate, Asir, Red 

Sea resort, Qiddiya entertainment super park, Red Sea cruises, and much 

more;  

• aviation, a new Riyadh airport and national flag airline worthy of the 

Kingdom’s economic and population dominance, while repurposing Saudia to 

serve pilgrims only; and  

• logistics, a newly-announced National Transport and Logistics 

Strategy setting ambitious targets to implement Vision 2030 goals. 

Lion’s Share? 

 

Proposed new free zones, including the Diplomatic Quarter, King Abdullah Financial 

District (KAFD), King Khaled International Airport and three others in Riyadh alone, 

form part of a broader carrots and sticks strategy to persuade attract foreign 

investment, including requirements to establish regional headquarters in KAFD as a 

condition for prequalifying for government business. 

 

Given its central location, abundant natural and financial resources and ambitious 

economic plans, Saudi Arabia will cast a long shadow over neighbors with further 

advanced commercial and financial hubs, by 

• establishing free zones,  

• jump-starting strategic industries,  

• improving ease of business, 

• promoting expatriate-friendly amenities,  
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• investing heavily in transport and logistics,  

• moving aggressively to attract regional headquarters,  

• competing to operate regional ports, and  

• coming out as a credible sports destination (e.g. competing to host the 2030 

World Cup).  

Will this wide array of lofty ambitions allow the Kingdom to steal a march from its 

more advanced though less richly endowed neighbors, in an increasingly competitive 

and globally-integrated regional market? 

 

 

Upcoming Holidays, Events, Webinars, and Conferences 

• USSBC Program: For a schedule of upcoming U.S.-Saudi Business Council 

(USSBC) events and webinars see here. 

• Haj 2021: July 17-22 

• Eid al Adha: July 19-22 

• National Day: September 23 

  

COVID-19 Status, Restrictions, Aid, and Enforcement 

• Status: Saudi Arabia reports as of July 3, 2021, a sustained spike in COVID 

cases, with: 

o 1,338 new coronavirus cases daily, led by Riyadh, Ta’if, and 

Dammam; 
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o 490,464 cumulative cases, 12,288 active;  

o 1,208 recoveries daily, 470,328 cumulative (>98% recovery rate);  

o 16 deaths daily, 7,848 cumulative (<2% fatality rate);  

o 105,174 tests administered daily, 22,113,886 cumulative; 

o 18,221,246 vaccine doses administered. 

• Vaccine: Saudi Arabia has approved both the Pfizer and Oxford-AstraZeneca 

vaccines for import and use, while the Johnson & Johnson and Moderna 

vaccines are accepted for travelers. Inoculation is not compulsory. Health 

authorities have initiated a major vaccination campaign, which consists 

of several phases scheduled to be completed by late 2021. The stated goal is 

to reach 80% population immunity.  

o Registration: Registration for the vaccine is now available for citizens 

and residents. To register, visit here or use 

the iOS or Android “Sehanty” apps. Within 24 hours applicants will 

receive a message providing a date for receiving vaccine doses.  

o Second Dose Availability: Authorities have announced that the 

second dose of COVID vaccines will only be available to members of 

five categories: patients who are on kidney dialysis, have active 

cancer, recently underwent organ transplants, are obese, or are over 

60. The Minister of Health has stated that the administration of second 

doses will start when stock is available in large quantities. 

o Vaccines for Adolescents: Saudi Arabia will start inoculating young 

people aged 12 to 18 against COVID with the Pfizer-BioNtech vaccine 

after it was approved by the Saudi Food and Drug Authority. The 

Ministry of Education said it plans to vaccinate 2,726,516 students 
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through vaccination centers approved by the Ministry of Health before 

the start of the academic year. 

o Mandatory Vaccines for Health Workers: The Ministry of Health has 

made vaccines mandatory for health workers. 

• Upcoming Vaccine Requirements: Saudi Arabia's interior ministry has 

stated that vaccination will be required to enter any governmental, private, or 

educational establishments (including malls) and to use public 

transportation from August 1. Vaccination will also be mandatory to attend 

any social, economic, commercial, cultural, scientific, entertainment, or sports 

event.  

  

Public Sector Updates  

• New Logistics Plan: Crown Prince Mohammed bin Salman has launched a 

new National Transport and Logistics Strategy as part of Vision 2030 that 

aims to increase the sector's GDP contribution from 6% to 10% ($12 

billion) by 2030.  

o New Airline: The new logistics plan includes ambitions to launch a 

new international airline that will rival those of Qatar and the UAE. 

• New Benefits Systems for Children of Foreign Fathers: Saudi Arabia’s 

social security system has updated its conditions for the provision of state 

benefits to the children of foreign fathers and Saudi mothers. 
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Corporate / Employment 

• USSTG Updates: For the latest updates from the US-Saudi Trade Group 

(USSTG), see here. 

• Rising Employment: The Saudi unemployment rate fell to 11.7% in Q1 2021 

compared with 12.6% in Q4 2020, thanks in part to an increase in workforce 

participation by Saudi women. 

• Vaccines for Bangladeshi Workers: Bangladesh will provide Pfizer 

vaccinations to migrant workers heading for Saudi Arabia and Kuwait to help 

meet new travel requirements. 

  

Legal 

• Al Tamimi Legal Magazine: For Al Tamimi Law’s latest magazine issue 

(June 2021, focus is on international courts in the Middle East), see here. 

• Lawyer Statistics: The Ministry of Justice (MoJ) announced that there are 

18,000 legal professionals in Saudi Arabia. 

  

Visas, Travel, and Repatriation 

• Travel Resumes: Saudi Arabia has lifted its ban on travelers from all 

countries except the UAE, Ethiopia, Vietnam, Afghanistan, Egypt, Lebanon, 

Turkey, Brazil, Argentina, South Africa, India, Indonesia, and Pakistan.  

o Travel Guidelines: For an outline of travel guidelines to and from 

Saudi Arabia, see here. For Saudia’s travel guidelines, see here.  

o Visa Extensions: The General Directorate of Passports (Jawazat) 

has clarified that exit and reentry visas of expatriates who are outside 
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the Kingdom can be extended electronically through the employer’s 

Absher or Muqeem platform, after paying fees through the SADAD 

payment system. 

o Saudi Citizens: Vaccinated Saudi citizens may also resume 

international travel, though they are banned from direct or indirect 

travel without prior permission to Libya, Yemen, Armenia, 

Afghanistan, Syria, Iran, Somalia, Belarus, India, Lebanon, Turkey, 

Democratic Republic of the Congo, and Venezuela. 

o Tawakkalna Requirements: The General Authority of Civil Aviation 

(GACA) requires airlines operating in the Kingdom that boarding 

passes can only be issued to passengers who have either been 

vaccinated or have not been infected as registered in the Tawakkalna 

application. GACA said that Tawakklana is mandatory for entering 

airports and boarding flights in the Kingdom. 

o Health Insurance Requirements: Foreign visitors who come to 

Saudi Arabia are required to have health insurance coverage against 

COVID-19 infection. 

o Institutional Quarantine Requirement: All non-Saudi unvaccinated 

arrivals in the Kingdom must undergo a week-long institutional 

quarantine starting May 20. Foreign visitors arriving by air from most 

countries are exempted from the quarantine if they have been 

vaccinated. Approved vaccines are Johnson & Johnson, Moderna, 

Pfizer, and AstraZeneca.  

o COVID Test Requirement: Non-Saudi travelers over eight years old 

must show a negative PCR Covid-19 test result less than 72 hours 

old. 
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o Immunization Portal: Saudi Arabia has launched an online portal for 

travelers to register immunization data. 

o Potential Tourism Reopening: The Kingdom reportedly plans to 

soon reopen to foreign tourists. The Saudi Central Bank announced 

the possibility of adding COVID-19 coverage to insurance policies 

for non-Saudi tourists. 

o Sinovac/Sinopharm Recipients Barred: Saudi Arabia has barred 

the entry of individuals inoculated with Chinese vaccines (Sinovac and 

Sinopharm) into the country. 

o Free Visa Extensions: Saudi Arabia has started the automatic 

extension of visas and residency permits of expatriates stranded 

abroad who are citizens of 20 countries. 

o Pre-Travel Vaccination Status Registration: The General Authority 

of Civil Aviation (GACA) has issued a circular to all airlines asking 

them to ensure that all foreign nationals coming to Saudi Arabia have 

registered their vaccination status online before departure. 

o New Travel Bans: Saudi Arabia will restrict travel to and entry from 

Ethiopia, UAE, Vietnam, and Afghanistan from July 4 over COVID 

concerns. 

  

Business / Economy  

• General: 
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o Net Foreign Assets Decline: Saudi Arabia’s net foreign assets 

dropped 0.8% (SAR13.65 billion) in May from the month before, 

sinking further after hitting the lowest level in more than a decade. 

o SME Confidence: The inaugural Mastercard Middle East and Africa 

(MEA) SME Confidence Index found that 83% of SMEs in Saudi 

Arabia are optimistic about the next 12 months. 

o Free Trade Talks: Saudi Arabia is resuming free-trade negotiations 

with several countries and economic groups which free-trade 

negotiations are set to resume soon. 

• Finance, Insurance, Investment, and Sovereign Wealth: 

o Foreign Sports Investment: For an analysis of Saudi Arabia’s recent 

decision to allow 100% foreign ownership of sports clubs, academies, 

and facilities see here. 

o Standard Chartered Branch: Standard Chartered has opened its first 

branch in Saudi Arabia as the kingdom attracts Western banks keen 

to cash in on the country’s economic reform. 

o PIF Interest in UAE Design Firm: The Public Investment Fund (PIF) 

is considering buying Dubai-listed interior design and specialty 

contractor Depa Plc to fit out hotels under construction in the 

Kingdom. 

o Citi Revenue: Citigroup’s corporate and investment banking revenue 

for its Saudi Arabia business has reportedly “nearly tripled” since 

2018. 
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• Real Estate, Construction, Infrastructure, and Megaprojects: 

o New Rail Links: The Ministry of Transportation has announced plans 

to link Riyadh to Jeddah and Jubail to Dammam by rail, as well as 

upgrade the existing rail link between Riyadh and Dammam, as part 

of Vision 2030’s National Strategy for Transport and Logistics. 

o Jubail LED Factory: The Royal Commission for Jubail and Yanbu 

has allowed China’s Shengkong International Company for Industry to 

begin construction on an $879.8 million factory to produce LED 

lighting lamps in Jubail 2. 

o Siemens ROSHN Contract: Siemens Energy has secured a contract 

from ROSHN, Saudi Arabia's national community developer powered 

by the PIF to power more than 30,000 homes in its first residential 

community. 

• Industry, Utilities, Desalination, and Logistics: 

o Logistics Industry Analysis: For an analysis of the logistics industry 

in the Kingdom, see here.  

o Maersk Petrochemical Hub: Maersk Saudi Arabia has entered into a 

strategic partnership with King Abdullah Port to set up Maersk 

Integrated Logistics Hub, a non-bonded warehouse, to serve local 

petrochemical exporters. 

• Defense:  

o Military Exercise Concludes: The Royal Saudi Land Forces (RSLF) 

concluded the joint “Falcon Claws 4” military exercise with the US 

forces. 
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• Tourism, Hospitality, Culture, and Entertainment: 

o Tourism Industry Analysis: For an analysis of the tourism industry in 

the Kingdom, see here. 

o Jeddah Cruise Ship: An MSC cruise ship that can carry 3,000 

passengers has arrived in Jeddah. 

o Seera Group Expansion: Seera Group and Kaden Investment have 

signed a master hotels development agreement to manage and 

develop hotels in Saudi Arabia. 

o New Fairmont Hotel: Accor has announced the signing of a new 

Fairmont property in Saudi Arabia on the Ajdan Waterfront 

development, a mixed-use development in Al Khobar. 

o MISK Awards: Saudi Arabia's Misk Art Institute has announced the 

winners of the 2021 Misk Art Grant, the first grant cycle open to non-

Saudi nationals as well as Saudi artists. 

• Retail, Luxury, and E-Commerce:  

     No significant recent developments. 

• Religion:  

o Haj Operations Plan: Authorities have launched an operations plan 

for the upcoming Haj. 

o Haj Workers Ban: Workers participating in offering services to 

Muslim pilgrims in next month’s downsized Haj will be barred 

from performing Haj rituals. 
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• Education: 

o Mandarin Classes: The Ministry of Education plans to teach 

Mandarin as an elective program at eight public secondary schools in 

the next academic year. 

• Healthcare: 

o Janssen-MISA MoU: Janssen, a Johnson & Johnson pharmaceutical 

company, has signed an MoU with the Ministry of Investment (MISA), 

establishing a strategic partnership framework that will see the two 

entities co-develop a range of initiatives over the next 5 years. 

• Technology and Telecom: 

o Local Cloud Platform: Saudi Arabia is considering building a local 

cloud platform to mitigate the risk of cyberattacks. 

• Food and Agriculture: 

o Foodservice Market: For an analysis of the Saudi foodservice 

market, see here. 

• Natural Resources, Mining, and Environment: 

o No significant recent developments. 

• Oil and Energy: Oil prices most recently stand on July 3 at $74.83 pbb for 

Saudi oil (Arab Light) and $75.16 pbb for West Texas Intermediate (WTI). 

o Arabian Sun: For Aramco’s most recent weekly newsletter (June 30) 

see here. 
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o Higher Crude Prices for Asia: Saudi Arabia is expected to increase 

its August official selling prices (OSPs) for Asia for the second straight 

month, tracking stronger crude benchmarks. 

o Potential Oil Output Increases: An OPEC+ ministerial panel 

recommended a gradual increase in oil output to the end of the year. 

o Hydrogen Fueling Station: Aramco and Air Products have recently 

inaugurated the first and only hydrogen fueling station in Saudi Arabia 

at Air Products' new Technology Center in the Dhahran Techno Valley 

Science Park. 

o Carbon Capture: A Saudi university is experimenting with carbon 

capture technology for power plants. 

o Saudi-UAE Hydrogen Competition: Saudi Arabia and the UAE are 

vying to become blue hydrogen and ammonia exporters. 

  

Geopolitical 

• US: 

o Saudi Human Trafficking Ranking: The US State Department has 

upgraded Saudi Arabia from a ranking of “Tier 2 Watch List” to “Tier 2” 

in its annual Trafficking in Persons Report. 

o Prince Khalid bin Salman Washington Visit: Prince Khalid bin 

Salman, Saudi Arabia’s deputy defense minister and the brother of 

the crown prince, is scheduled to visit Washington next week.  
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• Yemen: Houthi forces continue to target Saudi Arabia with drones and 

missiles. 

  

GCC  

• UAE: 

o Etihad Rail Network: The UAE is considering building a 1200km long 

Etihad Rail network that will link the seven emirates together with a 

passenger and freight transport track and connect with Saudi Arabia’s 

rail system. 

o US Travel Warning: The United States has raised its COVID=related 

travel advisory for the UAE to "level 4 - do not travel.” 

o Golden Residency Work Permits: The Ministry of Human 

Resources and Emiratisation in the UAE has begun issuing work 

permits for golden residency holders. 

o HSBC Loans: HSBC is committing $5 billion in lending to "strong" 

companies in the UAE to help drive the country's growth plans. 

o World Expo Tickets: Expo 2020 Dubai ticket prices were announced 

on Thursday, July 1, and will go on sale worldwide from July 18. 

o Embassy Gay Pride Flag Backlash: The British and American 

embassies in the UAE are facing backlash online and among locals 

for raising the rainbow pride flag. 
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• Qatar:  

o Natural Gas Demand Predictions: Qatar expects global natural gas 

demand to peak around 2040. 

o Bond Sales: Qatar’s state energy company wrapped up the largest 

emerging-market bond sale this year, selling $12.5 billion of dollar 

bonds as it seeks to raise its LNG output. 

• Kuwait:  

o Pension Fund Growth: Kuwait’s Public Institution for Social 

Security’s (PIFSS) assets rose to $23.1 billion in March, the highest 

figure in the pension fund’s history. 

o Direct Flights to US and UK: Kuwait now allows direct flights to 12 

countries, including the US and UK. 

o Protestor Deportations: The Minister of Interior has reportedly 

issued a decision to deport residents who participate in 

demonstrations. 

• Bahrain: 

o Offshore Oil and Gas Drilling: Bahrain's National Oil and Gas 

Authority (NOGA) started drilling the first exploration well in offshore 

block No. 1 to the north of the Kingdom. 

• Oman: 

o Vaccine Expansion: Oman announced it is expanding its COVID 

vaccination drive to anyone over the age of 18. 
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o Growing Deficit: Oman posted a year-to-date budget deficit of $2.32 

billion in May. 

o Expat Job Market Shrinks: Oman’s expatriate population is falling as 

the country’s economy struggles and the government seeks to 

expand job opportunities for citizens. 

  

Other 

• Miscellaneous: For earlier developments, see here. 

 

 

 

Resources 

• Previous Newsletters 

• Ministry of Health Dashboard 

• Ministry of Health Coronavirus Guidance 

• New Companies Law (English) 

• Chamber of Commerce Global Policy Dashboard 

• Ministry of Investment Guide to Business Continuity 

• US-Saudi Business Council 

• Saudi-US Trade Group 
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• American Community of Saudi Arabia Newsletters 

• US Embassy in Saudi Arabia 

• US State Department Travel Information 

 

   

 

 

We will be happy to provide more specific advice in the context of particular 
circumstances, concerns, and priorities; please let us know. 
 

Christopher H. Johnson, Managing Attorney  

 

 

 

Disclaimer: While the above information was gathered from sources believed to be 
accurate at the time, we cannot be responsible for errors due to human or technical error.  
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