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Executive Summary
Overview of Saudi Arabian Economy
• Saudi Arabia, the largest economy in the Middle East, has largely shielded its economy from the adverse effects of negative oil price shock on
the back of enormous net foreign assets, amounting to USD 732 billion
• The government has increased its spending to boost the private sector contribution to its Gross Domestic Product (GDP)
• With the continued surge in the government spending, in 2015, the private sector is expected to maintain its growth rate at 5.3%
• Education, healthcare, and transport remain the focus areas of development

Foreign Direct Investment in Saudi Arabia
• Foreign Direct Investment (FDI)-related procedures are routed through Saudi Arabian General Investment Authority (SAGIA)
• As a result of the Gulf Cooperation Council (GCC) Economic Cooperation Agreement, signed in 1982, GCC citizens are provided “national
treatment” in most of the sectors
• Foreign investors often partner with a local investor for legal reasons
– Saudi Limited Liability Company (Saudi LLC) is the most commonly adopted mode for the joint venture
• In the last five years, Saudi Arabia has been the host country to the US, Japan, France, Kuwait, and the UAE
– In 2014, Japan’s FDI outflow to Saudi Arabia was USD 406 million
• FDI outflow increased from USD 4.9 billion in 2013 to USD 5.4 billion in 2014
• The US and the EU have traditionally been the top FDI destinations for Saudi Arabia
– China, with a promising access to investment in its energy, retail, and telecommunication sectors, is the recent FDI destination for Saudi
Arabia
• The sectors that have attracted the maximum FDI are, namely construction and contracting, real estate, petrochemicals, transport, and trade
• In the recent years, the contribution of FDI inflow to its GDP has been low
– However, owing to the increased government spending, the decline in its contribution, in 2014, was less when compared to the previous year
• Over the years, FDI inward stock has shown a steady rise; thus, depicting the investors’ confidence
– The major sectors, attracting FDI in stock, are construction, real estate, and petrochemicals
• Saudi Arabia has opened up its USD 590 billion market, the largest in the Arab world, to direct foreign participation in June 2015
– Subsequently, Saudi equities hold a chance to be included in the Morgan Stanley Capital International (MSCI) emerging market index by 2017
• The eighth Global Competitiveness Forum (GCF), held in Riyadh, in January 2015, focused on ‘Invest in Saudi Arabia’

Strength and Weakness of Foreign Direct Investment
• Saudi Arabia provides lowest energy price for investment projects; thus, making it an ideal destination for projects that depend on energy
consumption
• Transfer of capital and profit abroad is permitted
• The sheer size of the Saudi markets that the foreign investors get to serve offers them an additional benefit of ‘economies of scale’
• Development of six smart cities, strategically located and accompanied by a streamlined bureaucracy, is expected to be a boon for FDI
• Increased focus on Saudization resulted in forced departure of over 1 million expatriate workers; thus, hampering the investors’ sentiment,
especially in the construction domain
• Saudi Arabia lacks transparent, comprehensive legal framework for resolving commercial disputes, in accordance with the international
standards
• The nation has been ranked 127 out of 189 countries against contract enforcement in the World Bank’s ‘Doing Business’ report 2015
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Comparison of the Foreign Direct Investment Sector in Saudi Arabia with Other Economies
• Saudi Arabia ranked third most attractive host country among the other West Asian economies
• It moved from the long-held second rank, mainly due to forced norms brought about as a result of Saudization
• In terms of FDI outflow, Saudi Arabia ranked third, ahead of Turkey and the UAE
• Saudi Arabia, the largest economy in the GCC, has been awarding infrastructure contracts of maximum value since 2007
• In 2013, the foreign companies held 48% share in the value of contracts, awarded to the 10 largest contractors in Saudi Arabia, the largest
among the GCC
• Most of these foreign companies were from Korea; thus, depicting the rise of Korea’s engineering, procurement, and construction contractors
since 2009
• Saudi Arabia ranked 22nd in the world for the local supplier quantity and 31st for both value chain breadth and production process sophistication
in the World Economic Forum 2014

Indices Rating 2014–2015
Name of the Index

Issuing Agency

World Rank

GCC Rank

Ease of Doing Business

World Bank

49

2

Global Competitiveness Index

World Economic Forum

24

3

Corruption Perception Index

Transparency International

55

4

Index of Economic Freedom

Heritage Foundation and Wall Street Journal

77

6

Global Innovation Index

Cornell University, INSEAD, and World Intellectual
Property Organization

43

1
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Introduction to the Foreign Direct Investment
Sector
With the increasing globalization, the world is transforming into a global village. This has ushered the era of low trade barriers and global
competition. In this world of expanding economies, no country can totally rely on its domestic market. Therefore, many countries, especially the
developing nations have been opening up their economies to accelerate economic growth and are striving hard to mobilize funds for developing
infrastructure and industry through FDI.
FDI is defined as a long-term direct investment by a foreign investor in an enterprise, which is present in an economy other than that in which
the foreign direct investor is based. The FDI relationship consists of a parent enterprise operating in the host country and a foreign affiliate from
the home country. The terms and conditions are further dictated by the jurisdiction of the host country. FDI has gained popularity, as it helps the
participating companies in the following ways:

Foreign Company
– Get access to wider markets; thus,
leveraging on the economies of scale
– Offset seasonal fluctuations; thus,
increasing year-round revenue and profits

Parent Company
– Boost competition among the
domestic market players
– Leverage on technical proficiency
brought in by the foreign affiliate

Saudi Arabia has historically built partnerships to effectively attract FDI. Ever since it became a member of World Trade Organization (WTO)
in 2005, the foreign investment climate has substantially improved. The refining and petrochemical sectors have attracted the maximum FDI.
Partnership of Saudi Aramco (Saudi’s largest oil company), with the world’s major – ExxonMobil and Shell in its refineries and joint ventures of
Saudi Arabian Basic Industries Corp., with Chevron, Shell, and ExxonMobil are results of liberalized FDI. These partnerships have contributed to
capital investment, transfer of knowledge, and job creation.
From an investor’s standpoint, Saudi Arabia’s strengths are:

Economic
Stability

Well-regulated
Banking System

Sound
Infrastructure

Large Local
Market

High Spending
Power
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Overview of Saudi Arabian Economy
Saudi Arabia is the largest economy in the Middle East, with 38% of the total Arab GDP. It has predominantly been an oil-based economy, with
nearly 90% and 80% of fiscal and export revenue, respectively, attributed to the sales of oil. It possesses about 18% of the world’s proven
petroleum reserves; thus, making it the second largest crude oil producer in the world. However, with consistent government efforts, Saudi
Arabia has been diversifying its economy to mitigate the risk associated with fluctuating crude oil prices controlled by global forces. As a result of
increased government spending over the years, the non-oil sector has seen accelerating growth rates. Within the non-oil sector, the private sector
has performed remarkably well throughout 2010–2014.
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Planned Government Spending – Budget 2015
28.70%

25.20%

Others (include defense
and security services)

8.60%

Government
Financing Programs

Source: Saudi Arabian Business Council
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Education & Training

7.30%

Infrastructure &
Transportation

7%

Water, Agriculture &
Related Inrastructure

18.60%

Healthcare &
Social Affairs

4.60%

Municipality
Services

Education, healthcare, and transport remain the focus areas of development. With the continued surge in the government spending, the non-oil
sector GDP is expected to grow at 4.7% and the non-oil private sector, in particular, is expected to maintain its growth rate at 5.3% in 2015.
Despite the oil price shock, the government has announced an expansionary budget for 2015. Saudi Arabia holds the capacity to withstand any
adverse effects of oil price shock on the back of its massive sovereign wealth fund, amounting to USD 732 billion, of which 18% is in liquid form,
as foreign deposits with the banks abroad.
The major strengths of Saudi’s economy are as follows:

01

03

05

Strategic importance as an oil exporter and
with spare capacity to increase the output
when required

The world’s third lowest public debt

Long-standing and stable exchange rate
system

02

04

06

Enormous foreign asset base to the tune of
USD 732 billion

Steady current account surplus

Strong international assessments of the
business environment

To facilitate its non-oil sector growth, the government has carried out economic reforms, so as to attract FDI across the sectors. Through its Tenth
Development Plan (2015–2019), the government has aimed to achieve inclusive growth and sustainable development; thus, re-directing the
economy toward its convergence path. As a result of this, more emphasis will be placed on encouraging entrepreneurship and policies to attract
more FDI in knowledge-intensive industries.

Foreign Direct Investment in Saudi Arabia, 2015

7

Growth of Foreign Direct Investment in Saudi
Arabia
Jurisdiction for Foreign Direct Investment
Saudi Arabia was granted the membership to WTO in 2005, following which the pathway to FDI was liberalized. As a result of GCC Economic
Cooperation Agreement, signed in 1982, GCC citizens are provided “national treatment” in most of the sectors. The government has permitted
market entry to non-GCC foreign investors via FDI in the following three ways:
1. Temporary commercial registration
2. 100% foreign-owned company
3. Joint venture company
FDI-related procedures are routed through SAGIA. The FDI plan, devised by SAGIA, lists out the sectors in which 100% foreign investment is
allowed. It also contains a ‘negative list’, which comprises all the sectors that do not allow any FDI or FDI with limitations. This negative list is
usually updated every two years to reduce the number of restricted sectors. Currently, the negative list comprises three industrial and 13 service
sectors. Retailing, telecommunication, and insurance have already been removed from the list.
Sectors Wholly Off Limits to FDI (negative list)

Industrial Sectors
Oil and gas exploration and production

Manufacturing of military equipment

Manufacturing of civilian explosives

Service Sectors
Catering to military sectors

Security and detective services

Real-estate investment in Makkah and Madina

Tourist orientation related to Hajj and Umrah

Recruitment and employment

Real-estate brokerage

Printing and publishing

Commission agents

Audiovisual and media services

Land transportation services, excluding the inter-city
passenger transport by trains

Services provided by midwives and nurses

Fisheries

Blood banks, poison centers, and quarantines
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Saudi Limited Liability Company (Saudi LLC)
When conducting a business, foreign investors often partner with a local investor for legal reasons. Since Saudi LLC is simple to establish and
administer, it is the most commonly adopted mode for joint venture. The number of partners in a LLC must be anywhere between 2 and 50. The
personal liability on each of the partners is limited to the individual partner’s contribution to the company’s share capital. In a two-partner LLC,
the smaller stakeholder must have at least 5% stake. Minimum capital requirement was abolished by Ministry of Commerce & Industry (MoCI)
in 2009. The cooperation among the stakeholders is documented to avoid any legal issues in the future. This document is called shareholders’
agreement or a joint venture agreement. The terms of the shareholder’s agreements must not breach the Sharia Law and the mandatory provisions
of the Companies Law.

Foreign Direct Investment Flow
As a result of the 2008 economic crisis and political unrest in the
Arab world, the investors in Saudi Arabia have been susceptible to the
difficulty in accessing capital from retrenching the international banks.
This has resulted in a decline in FDI inflow in the recent years. However,
owing to its economic size and demographic advantages, Saudi Arabia
has been more resilient to the financial crisis; thus, making it the most
attractive site for foreign investment in the Arab world.

However, owing to its economic size
and demographic advantages, Saudi
Arabia has been more resilient to
the financial crisis; thus, making it
the most attractive site for foreign
investment in the Arab world.
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Foreign Direct Investment Inflow
The sectors that have attracted major FDI over the years are:

Contracting

Real Estate

Petrochemicals

Transport

Trade
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In the recent years, FDI inflow’s contribution to GDP has been relatively low. However, as a result of the government measures, the decline in its
contribution to GDP, in 2014, was less when compared to 2013. FDI inflow is expected to increase in the coming years.
The US, Japan, France, Kuwait, and the UAE are the home countries that have contributed the most to the FDI inflow in Saudi Arabia. The FDI flow
from Japan increased from USD 27 million in 2013 to USD 406 million in 2014. Saudi Arabia has been the best FDI destination in the Middle
East for these nations.
The inflow of greenfield projects has, however, declined in the recent years. With an inflow of capital investment of USD 6.2 billion, Saudi Arabia
held a 6.31% market share in the Middle East in 2013. The real-estate sector attracted the maximum FDI in greenfield projects. There is an
increasing presence of EPC contractors originating from India, Korea, and Europe. In March 2015, an India-based EPC company was awarded a
contract to build a specialty chemical plant in the Jubail city.

Number of Greenfield Projects in Saudi Arabia
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2014

Source: UNCTAD

Foreign Direct Investment Outflow
The US and the EU were traditionally the top FDI destination for Saudi Arabia, but in the recent years, on the back of its capital surplus, Saudi Arabia
has shown a consistent growing trend in FDI outflows to China, despite the crisis caused by the oil price shock. China provides promising access
to investment growth in its energy, retail, and telecommunication sectors.
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2012

2013
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Foreign Direct Investment Stock
Traditionally, Saudi Arabia has allowed limited foreign participation in its stock market. Until 2008, non-resident foreign investors (with an exception
to GCC citizens) were allowed to buy Saudi stocks only through mutual funds, post which a small window was opened to the market, which
permitted the purchase of Saudi shares via swap agreements with authorized entities (international investment banks and exchange-traded funds).
They further liberalized their rules, in 2010, by introducing index-based investment products, which are tradable, like stocks; thus, boosting foreign
participation.

FDI Stocks Flow
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The FDI inward stock has shown a steady rise over the years; thus, depicting
the investors’ confidence. The major sectors, attracting FDI in stock, have been
construction and contracting, real estate, and petrochemicals.

FDI Stocks Contribution to GDP
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In the wake of lower oil prices,
Saudi Arabia opened up its USD
590 billion market, the largest in
the Arab world, to direct foreign
participation in June 2015, so
as to boost its liquidity from the
international investors. This lifted
the investors’ confidence and the
Saudi Arabia’s main stock index,
the Tadawul climbed up by 1.3%
prior to the opening of the stock
market. However, the capital market
authority is yet to announce the
award of any licenses.

In the wake of lower oil prices, Saudi Arabia opened up its
USD 590 billion market, the largest in the Arab world, to
direct foreign participation in June 2015, so as to boost
its liquidity from the international investors. This lifted the
investors’ confidence and the Saudi Arabia’s main stock
index, the Tadawul climbed up by 1.3% prior to the
opening of the stock market. Saudi equities hold a chance
to be included in MSCI emerging market index by 2017

Opening the market directly to foreign investors is expected to benefit the Saudi Arabian economy in the following ways:
1. Institutional investors would be pushed for greater disclosures; thus, making the market more transparent
2. Saudi equities hold a chance to be included in MSCI emerging market index by 2017
Saudi Arabia’s regional peers, Qatar and the UAE, have already been promoted to the emerging status in the MSCI index. Once included in the
index, Saudi Arabia will be able to raise investment worth tens of billions of dollars, which would boost its total weight in the emerging market
basket, but this could take another two years, as MSCI would monitor the market’s accessibility first.
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Government Initiatives to Bolster Foreign Direct
Investment
Saudi Arabian General Investment Authority (SAGIA)
SAGIA was established by the Investment Act of 2000 as a one-stop-shop, responsible for promoting FDI, approval of investments, support and
provision of hands-on assistance to existing and prospective investors, and collection of data on investment declared by the newly established
foreign companies. In 2004, SAGIA started a program in association with Economic and Social Commission for Western Asia (ESCWA) and United
Nations Conference on Trade and Development (UNCTAD) to establish the first FDI database. SAGIA published the first ‘Foreign Direct Investment
Survey Report’ in 2005, highlighting the inward FDI flows and stock data.

National Competitiveness Center (NCC)
NCC, established by SAGIA in 2006, is a body to monitor, assess, and support competitiveness enhancement in Saudi Arabia. Its main focus is on
developing competitive assessments, monitoring the implementation, and outcomes of any changes in the programs.
It aims to fulfill the role by focusing on the following:
1. Improve the ease of doing business, by encouraging modernization of the business environment
2. Improve the micro-economic fundamentals of competitiveness, by mobilizing the development of world-class clusters
3. Work as an enabler of change, by developing platforms for discussion between the public and private sectors
4. Share the results of the Saudi’s ongoing competitiveness efforts through channels, such as the competitiveness review

Global Competitiveness Forum (GCF)
GCF, founded in 2006 by SAGIA, is an annual meeting of global business leaders, international political leaders, and selected intellectuals brought
together on a platform to hold a dialogue about the positive impact, that national competitiveness can have on local, regional, and global economic
and social development. It is held in Riyadh every year to continue fostering awareness and enthusiasm around the issue of competitiveness. GCF2015, held on January 25–27, focused primarily on ‘Invest in Saudi Arabia’ while listing out the country’s priority investment sectors.
The four sector-specific approaches outlined in the GCF annual meeting 2015 were:
1. Transform the construction, retail, tourism, and real-estate sectors into high productivity economic engines
2. Accelerate the development of healthcare, transport, and mining
3. Improve the competitiveness of Saudi Arabia by means of research, development, and innovation in education and information & communication
technology sectors
4. Integrate the energy sector with the downstream chemicals and manufacturing sector

Foreign Direct Investment in Saudi Arabia, 2015
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Strength and Weakness of Foreign Direct
Investment
Strength

Investment Barriers

Many government bodies, such as the Royal Commission for Jubail
& Yanbu and the Al-Riyadh Development Authority, have promoted
investment opportunities in Saudi’s industrial cities and other regions.
In addition to the government-owned bodies, private investment
companies, such as the National Industrialization Company, the
Saudi Venture Capital Group, and the Saudi Industrial Development
Company, have also shown increased active participation in the project
development and in seeking out foreign joint venture partners.

Even though the government has taken numerous initiatives to improve
the investment climate, foreign investors continue to face the following
barriers:

The restrictions on foreign ownership in some identified sectors in
turn encourage companies to enter into distribution and franchise
arrangements with local parties that are allowed to carry out those
businesses in Saudi Arabia. These arrangements allow foreign players
to gain access to the Saudi market without carrying on a direct
business. The foreign company does not need a foreign investment
license to enter into these arrangements and do not need to establish
a legal presence.
Backed by the support initiatives of the government, the FDI in Saudi
Arabia offers a blanket of advantages to foreign investors:
1. 
With the lowest energy prices for investment projects, Saudi
Arabia is an ideal destination for projects that depend on energy
consumption
2. Saudi Arabia has a number of promising mining natural resources,
and location advantage makes it a desirable FDI destination for the
European, Asian, and African markets
3. Transfer of capital and profit abroad is permitted
4. The Saudi Industrial Development Fund (SIDF) provides additional
incentives and better loan terms to foreign investors who setup their
manufacturing facilities in the underdeveloped provinces of Jizan,
Hail, and Tabuk
5. Investors in Saudi Arabia enjoy increasingly well-developed business
clusters and value chains, which set the nation apart from its
neighbors and from other emerging economies
6. The sheer size of the Saudi markets that the foreign investors get to
serve offers them an additional benefit of ‘economies of scale’
Saudi Arabia has also invested a huge sum of money to develop its
economic cities located at strategic points, with the objective to reduce
its reliance on revenue earned from oil sales. It envisages increased FDI
in various sectors in these economic cities.

“King Abdullah Economic City (KAEC), the most
high profile of the six smart cities, is expected
to take advantage of 25% of global trade that
passes through the Red Sea. New economic
guidelines would allow for increased foreign
investment, accompanied by a streamlined
bureaucracy, which will reduce turnaround on
simple transactions, like visas and customs
documents.”
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1. Saudization
The legislative landscape of Saudi Arabia has seen a rapid modification
over the years, focusing on increased hiring and retention of Saudi
nationals. Saudi’s wage protection system, labor law, and SAGIA have
instituted an overhaul of their guidelines to suit the changing legislative
landscape. This has forced the foreign investors to hire larger proportion
of Saudi labor at a higher cost. The Ministry of Labor has also regulated
recruitment of expatriate labor, which constitutes the majority of the
private-sector workforce. The largest groups of foreign workers are
from Bangladesh, Egypt, India, Pakistan, the Philippines, and Yemen.
Westerners compose less than 2% of the labor force. In addition to
this, foreign suppliers are also required to establish a training program
for Saudi nationals.
To facilitate recruitment of Saudi nationals, the government has issued
limits on the number of visas for foreign workers and a provision of a
series of incentives for Saudi recruitment. Saudi labor law forbids union
activity, strikes, and collective bargaining. However, the government
has permitted the formation of labor committees to the companies with
more than 100 Saudi employees.

2. Contract Enforcement
Even though the government has made progress toward establishing a
commercial court system, there is no transparent, comprehensive legal
framework for resolving commercial disputes, in accordance with the
international standards. There is no involvement of the private-sector
associations in the formulation of regulatory processes. Proposed
laws and regulations are generally not published in draft form for
public comment. Saudi Arabia has been ranked 127 out of 189
countries against contract enforcement in the World Bank’s
‘Doing Business’ report 2015.

3. Government Procurement
Foreign contractors need to mandatorily sub-contract 30% of the value
of any government procurement to firms that are majority owned by
Saudi nationals. An exemption is granted, when none of the Saudiowned companies can provide the goods or services necessary to
fulfill the requirements of a tender. Saudi Arabia provides a 10% price
preference for GCC goods for procurements in which foreign suppliers
participate.
Saudi’s government has taken measures to improve FDI, meanwhile
tackling the unemployment of Saudi nationals by promoting Saudization.
Therefore, the businesses that can meet the following objectives will
continue to be valued and will be better able to respond to the new
developments:
1. Show a record of hiring and training Saudi nationals
2. Build plants and infrastructure
3. Transfer technology onshore

Comparison of the Foreign Direct Investment
Sector in Saudi Arabia with Other Economies
Comparison with West Asia
FDI inflow to West Asia at USD 43 billion maintained its downward trend in 2014 for the sixth consecutive year. This continued decline in FDI is
attributed to the global economic crisis in 2008 and political unrest that swept across the region.

FDI Inflow to West Asia as a Share of World FDI
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However, FDI to West Asia, as a percentage share of the world FDI, saw an increase in 2014 over the previous year. This was a result of the global
FDI decline of 16% in 2014, which was mainly attributed to significant decrease in FDI to the developed and transition economies.
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Even with a decrease in total FDI in 2014, Turkey remained the largest FDI recipient in West Asia, followed by the UAE and Saudi Arabia. Saudi
Arabia moved to the third position from the second in 2012, mainly due to the departure of over 1 million expatriate workers, which
resulted in a mismatch of demand and supply in the private job market. The inflow decreased again in 2014 to USD 8 billion.

Top Five Home Countries in West Asia
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Outward FDI from West Asia declined by 6% in 2014, mainly attributed to divestment from Bahrain. However, the GCC economies continued with
their FDI outflow, with Kuwait being the region’s largest overseas investor. Saudi Arabia also saw an increase in its FDI outflow.
The greenfield FDI project inflow to West Asia at USD 37.31 billion in 2014, declined by 35% over the previous year. The investments in these
greenfield projects were mostly made by the developing economies, namely Africa, Egypt, India, and the UAE.
The decline in FDI inflow to West Asia has occurred, due to weakening private investment. However, the effect has been offset by the increasing
share of public investment, especially in the GCC economies, which have witnessed a steady growth in infrastructure and oil & gas development.
Saudi Arabia has shown the maximum construction boom in this region.

Value of Contracts Awarded in 2013 – GCC
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Saudi Arabia, the largest economy in the GCC, has awarded infrastructure contracts of maximum value since 2007. Even though the share of local
contractors is higher than that of the foreign investors, the latter have a higher share of value of projects under execution. The share of foreign
companies in the value of contracts awarded to the 10 largest contractors in Saudi Arabia was 48% in 2013, the highest among
the GCC. These foreign companies were mainly from Korea, Spain, and Italy.

Indices Rating
Global Competitiveness Index
The Global Competitiveness Report, published by the World Economic Forum, assesses the competitiveness landscape of 140 economies. The
different aspects of competitiveness are captured in 12 pillars, which compose the Global Competitiveness Index. The overall Global Competitiveness
Index rank for Saudi Arabia in 2015-16 is 24.
Pillar

Rank

Macro-economic environment

04

Market size

17

Institutions

24

Goods market efficiency

29

Business sophistication

29

Infrastructure

30

Innovation

34

Financial market development

41

Technologies readiness

42

Health and primary education

49

Higher education and training

49

Labor market efficiency

60

Global Innovation Index
The Global Innovation Index is a unique tool for refining innovation policies. It recognizes the key role of innovation as a driver of economic
growth. It aims to capture the multi-dimensional facets of innovation. The Innovation Index 2014 ranked 141 countries on the ‘human factor in
innovation’.
Saudi Arabia at the 43rd rank in the Global Innovation Index report 2015 is ahead of all the GCC economies. However, despite being a
high income economy, Saudi Arabia among other GCC countries shows a relatively weak innovation ecosystem. However, Saudi Arabia is uniquely
positioned to perform better in the coming years, owing to its diversification plans toward innovation-rich sectors.

Corruption Perception Index
Corruption is a seed that plagues the nation’s economy. High corruption reflects widespread bribery and unlawfulness. The Corruption Perception
Index, launched in 1995, grades countries, based on how corrupt their public sector is perceived to be by scoring them on a scale of 0 (highly
corrupt) to 100 (very clean).
The 2014 index included 175 countries. More than two-thirds of the total nations considered scored below 50. Saudi Arabia with a score of 49,
in 2014, improved over the previous years – 46 in 2013 and 44 in 2012. However, at a global rank of 55, it is the fourth in the GCC, with
the UAE, Qatar, and Israel in the lead.
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Index of Economic Freedom
The Index of Economic Freedom is an annual ranking, created by The Heritage Foundation and The Wall Street Journal in 1995, to measure the
degree of economic freedom in the world’s nations. The economic freedom provides an absolute right of property ownership and fully realized
freedom of movement for labor, capital, and goods. The index scores nations on 10 broad parameters of economic freedom using statistics from
organizations, like the World Bank, the International Monetary Fund, and the Economist Intelligence Unit. These parameters are, namely business
freedom, trade freedom, monetary freedom, government spending, fiscal freedom, property rights, investment freedom, financial freedom, freedom
from corruption, and labor freedom.
The 2015 index ranked 178 countries, based on economic freedom. With an overall score of 62.1, Saudi Arabia’s world rank is 77. Its score
is above the world average and is ranked 8th out of 15 countries in the MENA region. However, it is lagging in the GCC. Saudi
Arabia has performed better on three parameters, namely freedom from corruption, government spending, and trade freedom when compared
to 2014.

Ease of Doing Business
The World Bank’s ‘Ease of Doing Business Report’ reflects the effectiveness of the government regulations in the private sector across 189
economies in quantitative terms. Each of these 189 economies is ranked, based on the average of the economy‘s percentile rankings on the 10
areas of business regulation included in that year’s aggregate ranking.
The 10 areas of business regulation used in 2015 aggregate ranking are split between two main types of indicators, namely those that broadly
measure complexity and cost of regulatory processes and those that measure the strength of legal institutions.
Complexity and Cost of Regulatory Processes
Starting a business

Procedures, time, cost, and paid-in minimum capital to start a limited
liability company

Dealing with construction permits

Procedures, time, and cost to complete all the formalities to build a
warehouse

Getting electricity connection

Procedures, time, and cost to get connected to the electrical grid

Registering property

Procedures, time, and cost to transfer a property

Paying taxes

Payments, time, and total tax rate for a firm to comply with all tax
regulations

Trading across borders

Documents, time, and cost to export and import by seaport
Strength of Legal Institutions

Getting credit

Movable collateral laws and credit information systems

Protecting minority investors

Minority shareholders’ rights in related party transactions and in
corporate governance

Enforcing contracts

Procedures, time, and cost to resolve a commercial dispute.

Resolving insolvency

Time, cost, outcome, and recovery rate for a commercial insolvency
and the strength of the insolvency legal framework.

The rankings for all the 189 economies in the 2015 report are benchmarked to June 2014.
Based on the quantitative analysis against these 10 parameters, Saudi Arabia ranked 49 in 2015. Within the GCC, Saudi Arabia ranked
second after the UAE. It has been ranked the highest for getting credit information among all the economies within the region.
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Conclusion
Saudi Arabia, the most enterprising country, is the powerhouse of the Middle East. The long-term vision of the government has helped to create
a robust economy. The government has introduced initiatives to leverage upon the economic strength and geographical location, making Saudi
Arabia one of the most lucrative markets for strategic investment. The government has undertaken reforms in its jurisdiction of FDI over the years,
with the aim to liberalize its FDI sector. As a result, the FDI inflow and outflow rate in Saudi Arabia, despite the economic crisis and political unrest
in the neighboring Arab economies, has been steady; thus, outlining the investors’ confidence, making it the most liberal jurisdiction for FDI in
the GCC. Encouraged by robust GDP growth, consumer confidence in Saudi Arabia is well above the MENA regional average. The UAE Ministry
of Economy had named Saudi Arabia as the Country of Honor for Annual Investment Meeting (AIM) 2015. This reflects the collaboration between
Saudi Arabia and the UAE to support FDI and technology transfer in regional economies. Saudi Arabia has a promising future, boosted by an
ambitious program of accelerated growth and the development that will position it firmly as a new global force.
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Glossary
Acronym

Expansion

GDP

Gross Domestic Product

FDI

Foreign Direct Investment

SAGIA

Saudi Arabian General Investment Authority

GCC

Gulf Cooperation Council

Saudi LLC

Saudi Limited Liability Company

MSCI

Morgan Stanley Capital International

GCF

Global Competitiveness Forum

WTO

World Trade Organization

MoCI

Ministry of Commerce & Industry

CDSI

Central Department of Statistics and Information

ESCWA

Economic and Social Commission for Western Asia

UNCTAD

United Nations Conference on Trade and Development

SDIF

Saudi Industrial Development Fund

KAEC

King Abdullah Economic City

NCC

National Competitiveness Center

AIM

Annual Investment Meeting
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About Jeddah Chamber
The Jeddah Chamber of Commerce & Industry is one of the oldest business
and service organizations in the kingdom. It was established by a royal
decree, dated Safar 1365 H \ January 1946 G. Since then, with the efforts
of 20 sessions of the Board of Directors and experience extending more
than 60 years, the chamber has been serving the national economy and
business community, contributing to its development and progress.
The Jeddah Chamber has a strategic location, next to the Ministry of Trade
& Industry and the Ministry of Culture & Information, overlooking the Jeddah
Islamic Port. This location gives it a significant economic dimension, makes
it one of the significant landmarks of the Bride of the Red.
The chamber strives to take care of its members’ interests and provide
distinguished services to them to contribute to the development of the
western province’s economy. A number of administrative and organizational
developments have been devised to enhance the services provided to the
members. Among the most, the chamber now has branches in province’s
different governorates, like Al Qunfidhah, Al Lith, and Rabigh, to provide
services to the business community.
From this standpoint, the chamber launched the Jeddah Economic Gateway (JEG), which is an economic online reference point
that collects and classifies various economic and investment information under one roof. JEG includes more than 2,400 reports
and studies, 65,000 statistical tables, in addition to more than 51,000 tenders and investment opportunities, and much more. JEG
provides the business community in Jeddah in particular, and KSA in general, with the best information services and it empowers
the decision-making process through the wealth of information that it provides.
For more information, please visit www.jeg.org.sa
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