
 

Introduction 

“Attracting” vs. “Compelling” Investment: Carrots and Sticks 

 

Foreign companies that commit to relocate regional headquarters in the Kingdom will 

be rewarded by tax, Saudiization, and other concessions; while those that fail to do 

so by 2024 will be blacklisted from future government contracts, including not only 

with government agencies but also with Saudi ARAMCO and the Public Investment 

Fund, as part of a Vision 2030 policy of energizing the local private sector while 

reducing overdependence on oil. 

 

Matters of Definition 

 

Specifics on what types of activity this may cover, and what sectors may be exempt, 

are expected next year. Most likely all products and services that lend themselves to 

a local presence will be covered, though as with the Contractor Classification system 

exemptions may be possible at the discretion of individual government authorities 

case-by-case, where no technically comparable or financially affordable alternative is 

available. 

 

As is too often the case here, the announcement raises as many questions as it 

answers; what will it take to qualify as “regional headquarters,” and how will this be 
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enforced? Will the stick of blacklisting supplement or replace last month’s “Program 

HQ” carrot of tax and Saudiization incentives, inspiring 24 multinationals, including 

Pepsico, Bechtel, Siemens, Schlumberger, Tim Hortons, and Deloitte, to commit to 

the program?  

 

Hobson’s Choice? 

 

According to Finance Minister Mohamed Jadaan, they “will have to make a choice:”  

 

“If a company refuse[s] to move [its] headquarters to Saudi Arabia it is absolutely 

their right and they will continue to have the freedom to work with the private sector 

in Saudi Arabia; but as long as it is related to the government contracts, they will 

have to have their regional headquarters here. 

 

“Saudi Arabia has the largest economy and population in the region, while our share 

of regional headquarters is negligible, less than 5% currently. You can imagine what 

does this decision means in terms of foreign direct investment, knowledge 

transfer, and job creation.” 

 

Mixed Messages 

 

Vision 2030’s path towards globally-diversified privatization and deregulation has 

proceeded in fits and starts, in an economically inauspicious context including a 

disastrous epidemic, tripling of VAT, reputational risk. and other uncertainties relating 

to a U.S. leadership transition. On the positive side of the ledger, an Invest 

Saudi brochure promises zero corporate tax for 50 years, a waiver on mandatory 

quotes to employ Saudis for at least 10 years, and potential favoring in government 

entities' tenders and contracts, relocation services, expedited licenses and work 
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permits for spouses; on the negative side, the Ministry of Human Resources and 

others continuously and unpredictably raise the bar on Saudiization, localization, 

forced technology transfers, and local partnership obligations, not to mention 

continuing challenges in securing timely and fair-minded payments on government 

contracts. 

 

Red Queen’s Race 

 

While Saudi Arabia overshadows the UAE in economic weight and opportunity, 

Dubai has over the decades stolen the regional march by systematically building a 

world-class logistical, economic, and cultural enabling environment, with schools, 

medical facilities, cultural and social amenities to rival or surpass Hong Kong, 

Singapore, Panama, Monaco, Cyprus, Malta, Bahrain, and other competing offshore 

havens. Recent UAE incentives include allowing expatriates to divorce, cohabit and 

drink alcohol without a license.  

 

At the same time, UAE voices have challenged the Saudi initiative as violating GCC 

common market principles, against Minister Jadaan’s assurances that the initiatives 

are complementary: "This is not about Dubai or Abu Dhabi or any other city, this is 

about Saudi Arabia’s right to have its fair share of regional headquarters.” 

 

Convincing as this may sound from a Saudi First perspective, in a modern 

economically competitive environment competing with the UAE requires running 

faster just to keep up: "Now, here, you see, it takes all the running you can do, to 

keep in the same place. If you want to get somewhere else, you must run at 

least twice as fast as that!" 

 

In brief, with a yet emergent view of stakeholder accountability, the authorities have 
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issued a vague edict that broadly advances a protectionist agenda while raising more 

questions than it answers, with all the unintended consequences that this may most 

likely entail. 

 

Given such real-world economic and cultural realities, will economic protectionism 

serve any better here than in times of Adam Smith and the Corn Laws; and to what 

extent can such policies succeed in attracting meaningful new investment, as 

opposed to economically unproductive workarounds? 

  

Upcoming Events, Webinars, and Conferences 

• March 6: MIT Enterprise Forum (MITEF) Saudi Startup Competition 

• March 22-24: Saudi Contractors Authority Future Projects Forum 

• March 29: World Cloud Show - KSA 

  

COVID-19 Status, Restrictions, Aid, and Enforcement 

• Status: Saudi Arabia reports as of February 23, 2021, a sustained higher 

level of Covid cases, with: 

o 335 new coronavirus cases daily, led by Riyadh, Jeddah, and Al 

Kharj; 

o 375,668 cumulative cases, 2,463 active;  

o 323 recoveries daily, 366,735 cumulative (>98% recovery rate);  

o 4 deaths daily, 6,470 cumulative (<2% fatality rate);  

o 45,080 daily tests, 13,418,416 cumulative; 
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o 600,798 vaccines administered. 

• Vaccine: Saudi Arabia has approved the Pfizer vaccine for import and 

use and has begun inoculations. Inoculation will not be 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. UPS delivered the first batch of Pfizer 

vaccines to Saudi Arabia on December 21. 

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 Dose 2 Rescheduling: The Ministry of Health announced the 

rescheduling of the second dose of the coronavirus vaccine for those 

who had received the first dose due to a delay in vaccine supplies. 

Vaccinations will resume as consignments arrive. 

o Oxford-AstraZeneca Vaccine Approved: The Saudi Food and Drug 

Authority (SFDA) has approved the importation and use of the Oxford-

AstraZeneca vaccine. 

  

Public Sector / Government Initiatives 

• No significant recent developments. 

 

Corporate / Employment 

• Corporate Relocation: Saudi Arabia issued an ultimatum that companies 

operating in the Gulf must relocate their hubs to Riyadh starting in 2024. 
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Analysts have questioned whether such a drastic move will be effective, while 

some businesses are exploring workarounds. 

• Saudization: The Ministry of Human Resources and Social Development 

announced the Saudization of jobs in restaurants, cafes, hypermarkets, and 

malls. 

  

Legal 

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

(focusing on healthcare in the Gulf), see here. 

• Women in Military: Women in Saudi Arabia can now join the military. 

• Car Imports: The Saudi General Authority of Customs announced that Saudi 

GCC and citizens have the right to import two private vehicles in a year, while 

residents have the right to import only one private car every three years. 

• Legal Reform: Saudi Arabia is undertaking significant reforms of its legal 

system, with various draft laws under preparation including its Civil 

Transactions Law, Penal Code for Discretionary Sanctions, Law of Evidence, 

and Personal Status Law. 

  

Visas, Travel, and Repatriation 

• New Travel Ban: Saudi Arabia banned expatriates from entering the 

Kingdom from 20 countries, including the UAE, Egypt, Lebanon, and Turkey, 

as well as the US, UK, Germany, France, Italy, Ireland, Portugal, Switzerland, 

Sweden, Brazil, Argentina, South Africa, India, Indonesia, Pakistan, and 

Japan. The ban begins at 9 pm Wednesday. Exceptions will be made for 

diplomats, medical staff, and their families. The ban also applies to travelers 
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who transited through any of the 20 countries within 14 days of arrival. The 

Kingdom’s travel ban for citizens and the closure of its borders will remain in 

place until at least May 17, 2021. 

o Travel Guidelines: 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 

the Kingdom can be extended electronically through the employer’s 

Absher or Muqeem platform, after paying fees through the SADAD 

payment system. 

• Arar Airport: Saudi Arabia has opened the new Arar airport in its Northern 

Borders Province with a capacity to serve one million passengers annually 

and more than 10,000 flights per year. 

  

Economy  

• General: 

o Balance Sheet Overhaul: The kingdom is working on creating a 

consolidated balance sheet of its assets and liabilities which will 

include items currently kept off the books, including the investments 

and debts of its sovereign wealth fund. 

• Finance, Insurance, Investment, and Sovereign Wealth: 

o PIF Video Game Investments: The Public Investment Fund (PIF), 

Saudi Arabia’s chief sovereign wealth fund, invested $2.5 billion in 

American video game companies and boosted its stakes in Uber, 

Carnival, and Take-Two Interactive in Q4 2020. 
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o February Sukuk: The Saudi National Debt Management Center has 

closed its $840 million February 2021 issuance under the 

government’s riyal-denominated sukuk program. 

o Retail Lending Growth: Fitch Ratings expects continued strong 

growth in retail lending. 

• Retail, Luxury, and E-Commerce:  

o Lulu Female-Only Store: UAE-based hypermarket operator LuLu 

has announced its first Express store in Jeddah targeting only women. 

• Real Estate, Construction, Infrastructure, and Megaprojects: 

o No significant recent developments. 

• Defense:  

o Investments: Saudi Arabia will invest over $20 billion in its domestic 

military industry over the next decade as part of aggressive plans to 

boost local military spending. 

o Lockheed Joint Venture: Saudi Arabian Military Industries (SAMI) 

has signed an agreement with Lockheed Martin to form a joint venture 

to localize various defense knowledge, training, and manufacturing. 

o Armoured Power: Global Fire Power has ranked Saudi Arabia as the 

fifth-largest armoured power in the world. 

o Kalashnikov Factory: Russia has signed an agreement with Saudi 

Arabia to implement the first stage of joint production of Kalashnikov 

assault rifles. 

• Tourism, Hospitality, Culture, and Entertainment: 
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o Cricket Competition: 6,800 cricketers are competing in Saudi 

Arabia’s largest-ever cricket tournament, which includes matches 

in 11 cities. 

o Fashion Magazine Launch: Harper’s Bazaar and Esquire luxury 

fashion and lifestyle magazines are launching in Saudi Arabia in 

March. 

o Stilt Hotel: The Red Sea Project has revealed images of a Foster + 

Partners-designed hotel on stilts in a Red Sea archipelago. 

• Education: 

o Textbook Reform: The Human Rights Watch is urging further 

reforms to the Kingdom’s textbook curricula due to current texts 

disparaging Shia and Sufi practices. 

o Foreign University Branches: The Ministry of Education is currently 

working on a plan to attract prestigious foreign universities to open 

their branches in the Kingdom. 

• Healthcare: 

o No significant recent developments. 

• Technology: 

o No significant recent developments. 

• Food and Agriculture: 

o International Meat Purchases: The Saudi Agricultural and Livestock 

Investment Co. (SALIC) has entered into an agreement with Brazil’s 
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Minerva Foods to acquire assets in Australia and set up a joint 

venture for the processing and export of beef and lamb. 

• Industry, Utilities, and Transportation: 

o Bosch MoU: German auto supplier Robert Bosch has signed an MoU 

to explore potential business in the Kingdom. 

o Land Bridge Project Accelerated: Saudi Arabia is speeding up its 

Land Bridge project that connects the Kingdom’s seaports on the Red 

Sea coast with the seaports on the coast of the Arabian Gulf via 

Riyadh. 

o Railway Consolidation: The Saudi government has approved the 

takeover of the country's original railway, Saudi Railways 

Organisation (SRO), by Saudi Railways (SAR). 

• Natural Resources, Mining, and Environment: 

o Tabuk Blizzard: Tabuk was hit by a rare blizzard, coating camels in 

snow. 

o Gemstone Licences: The Ministry of Commerce has issued 5,963 

licenses in the precious metals and gemstone sectors since early 

2020. 

• Oil and Energy: Oil prices stand on February 23 at $62.66 pbb for Saudi oil 

(Arab Light) and $61.97 pbb for West Texas Intermediate (WTI). 

o Arabian Sun: For Aramco’s most recent weekly newsletter (February 

17) see here. 
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o Output Increase: Saudi Arabia plans to increase its oil output in the 

coming months, reversing a recent big production cut and 

signalling confidence in recovery. 

o OPEC+ Meeting: Saudi Arabia is coordinating with Russia in 

upcoming OPEC+ discussions. 

o Death of Former Oil Minister: Ahmed Zaki Yamani, Saudi Arabia’s 

powerful oil minister and architect of the Kingdom’s ambitious oil 

policies in the 1970s, has died. 

  

Geopolitical 

• United States: 

o Biden Tensions: The Biden administration is giving Crown Prince 

Mohammed bin Salman the cold shoulder as it seeks to recalibrate 

relations. However, the US Secretary of Defense called the Crown 

Prince to reaffirm Washington’s commitment to assisting the Kingdom 

in defending its borders. 

o Terrorism Lawsuit: Victims of a 2019 shooting at a Florida military 

base and their families are suing Saudi Arabia, claiming the kingdom 

knew the gunmen had been radicalized and that it could 

have prevented the killings. 

• Yemen: Houthi forces continue to target Saudi Arabia with drones and 

missiles. 

o Greek Military Aid: Greece is considering stationing a Patriot anti-

missile battery on Saudi soil to help the Kingdom boost its air 
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defenses against Houthi missile attacks. 

  

GCC  

• Saudi-UAE: Competition is growing between Saudi Arabia and the UAE as 

the two countries vie for the same pool of expatriate expertise and 

corporations. 

• Expatriate Exodus: According to S&P Global Ratings, the GCC population 

declined by 4% last year due to an exodus of expatriates and this trend could 

continue to 2023. 

• UAE: 

o IDEX: The UAE launched its biennial International Defense Exhibition 

and Conference, with 70,000 attendees and 900 exhibitors in 

attendance The UAE’s armed forces signed $1.36 billion in defense 

contracts with local and international firms at the exhibition. 

o Eritrea Base Withdrawal: The UAE is dismantling parts of its military 

base in Eritrea after it pulled back from the war in Yemen. 

• Qatar:  

o LNG Ambitions: Qatar aims to be the world’s biggest producer of 

liquefied natural gas for at least the next two decades. 

• Kuwait:  

o Borders Close: Kuwait announced it will close its land and sea 

borders for four weeks. It will also close restaurants and cafes. 
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o Deficit Financing: Kuwait’s government submitted a draft law to 

parliament seeking permission to withdraw up to $16.5 billion a year 

from the country’s sovereign wealth fund to help finance its spiraling 

deficit. 

• Bahrain: 

o Economic Status: According to the IMF, Bahrain’s economic 

recovery will be gradual, with growth projected at 3.3% this year after 

a 5.4% contraction in 2020. 

• Oman: 

o Travel Bans: The Supreme Committee has banned arrivals from 

Lebanon, Sudan, South Africa, Brazil, Nigeria, Tanzania, Guinea, 

Ghana, Sierra Leone, and Ethiopia. 

o 2020 Economic Contraction: According to the IMF, Oman’s 

economy likely shrank 6.4% in 2020. 

  

Other 

• Miscellaneous: For earlier developments, see here. 

• Civil Defense Early Warning Messages: Civil Defense is testing Early 

Warning Messages service for smartphones. 
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Resources 

• Previous Newsletters 

• Ministry of Health Dashboard 

• Ministry of Health Coronavirus Guidance 

• New Companies Law 

• Chamber of Commerce Global Policy Dashboard 

• Ministry of Investment Guide to Business Continuity 

• 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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