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The Kingdom of Saudi Arabia (the “Kingdom”) has been undergoing a massive transformation with the advent of 

Vision 2030, an ambitious program to diversify the economy of the Kingdom advanced by the Saudi Arabian Government. 

One of the goals of Vision 2030 is to increase the amount of foreign direct investment (“FDI”) in the Kingdom from 3.8% 

to 5.7% of gross domestic product (“GDP”) annually.  Vision 2030 also includes a legal review program, with the aim to 

review the laws and regulations currently in force in the Kingdom and to revise them if necessary to ensure that they are 

in line with the economic and societal priorities embodied in Vision 2030. 

As part of this reform, the Council of Ministers issued a resolution on 23 October 2018 to amend and reduce further the 

list of economic activities in which FDI is prohibited under the Foreign Investment Law 2000 G, the so-called ‘Negative 

List’.   

Almost simultaneously with this latest reduction in the Negative List, the Saudi Arabian Government also announced 

important changes to the legal regime governing FDI in private healthcare institutions (“PHIs”).  In this article, we explore 

the recent liberalization of the rules on FDI in PHIs in the Kingdom. 

1. Background to the Current Changes 

1.01. The Kingdom’s healthcare sector has long been a sector of interest to foreign investors. With a population 

of some 33 million as well as the largest economy in the region (with a GDP currently estimated at 

US$ 748 billion) the Kingdom boasts the largest potential market for healthcare services in the Middle 

East. 

1.02.  Although the Saudi Arabian Government provides a comprehensive national healthcare service to which 

Saudi nationals have access (expatriates living and working in the Kingdom must be covered by private 

health insurance arranged through their employers), nationals and expatriates alike have customarily 

sought medical treatment abroad for conditions requiring more specialist treatment, often in Europe or 

North America. The Private Healthcare Institution Regulations issued by Royal Decree No. M/40 

dated 03/11/1423 H (corresponding to 06 January 2003 G) (the “PHI Regulations”), as the primary law 

governing the regulation of health institutions owned by the private sector, had historically stipulated 
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that, with the sole exception of hospitals, private healthcare institutions (“PHIs”) had to be owned 

exclusively by Saudi nationals.   

1.03. On 02 November 2018 G, an announcement appeared in the Official Gazette of the Kingdom (Umm al-

Qura), amending the PHI Regulations as follows: 

(a) removing paragraph (1) of Article 2 of the PHI Regulations, which had hitherto stated that, “Save 

for hospitals, a public healthcare institution shall be exclusively owned by Saudis, […]”, (the “First 

Amendment”); and 

(b) amending paragraph (2) of Article 2 of the PHI Regulations from its original text, “the owner of a 

clinic must be a physician specialized in the clinic’s area of specialty and shall supervise the clinic on 

a full-time basis” to add a Saudization requirement; as such, the text is now to be read as “the 

owner of a clinic must be a physician of Saudi nationality specialized in the clinic’s area of 

specialty and shall supervise the clinic on a full-time basis” [emphasis added], (the “Second 

Amendment”, and together with the First Amendment, the “Amendments”). 

The Amendments, although brief, will have a profound effect on the ownership and operation of PHIs in 

the Kingdom. 

2. Effect of the Changes 

2.01. The Amendments serve to open the Kingdom’s private healthcare sector to FDI to a much greater degree 

than before.  Prior to the Amendments, the PHI Regulations permitted foreign ownership only in 

“hospitals” (which, in practice, meant medical treatment facilities with a capacity of at least one hundred 

(100) in-patient beds).  The previous PHI regime prior to the Amendments served as a major barrier to 

entry into the private healthcare sector of the Kingdom given the significant amounts of capital outlay 

and technical expertise required to establish and operate such a large and complex facility.  This 

restriction, coupled with the tendency of new entrants to any market to ‘start small’ prior to making a 

bigger investment over time, has served over the years to deter FDI in the Saudi healthcare sector. 

2.02. With the First Amendment, however, foreign investors can now have ownership interests in all of the 

recognized categories of PHI defined under the PHI Regulations, with the exception of “clinics”.  The 

PHI Regulations define PHIs to include all of the following types of medical facilities: (i) hospitals; 

(ii) general polyclinics; (iii) specialized polyclinics; (iv) clinics; (v) radiology centers; (vi) medical laboratories; 

(vii) same-day surgery centers; (viii) health service support centers (including physiotherapy centers, 

prosthetics stores and support centers approved as health services by the Minister of Health); and 

(ix) ambulance support service centers.  Other than in those PHIs that are categorized as “clinics,” foreign 

investors can therefore now invest in all the other categories of PHIs in the Kingdom. 

2.03. Prior to the Amendments, all types of PHIs, with the sole exception of hospitals, had to be owned 100% 

by Saudi nationals.  With Amendments, the paradigm in the legislation has been reversed: permitting FDI 

in the Kingdom’s PHIs is now the legislative norm, rather than the exception.  As such, exclusive 
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ownership of PHIs by Saudi nationals has been almost entirely removed from the PHI Regulations, with 

only clinics off limits to FDI.   

2.04. For now at least, and as a result of the Second Amendment, those PHIs that are categorized as clinics can 

and must be owned only by licensed medical practitioners who are also Saudi nationals.  The addition to 

the PHI Regulations (through the Second Amendment) of the express requirement that clinics in the 

Kingdom of Saudi Arabia be owned by Saudi nationals (who are also licensed medical practitioners) is 

therefore simply an explicit clarification of what was hitherto implicit in the PHI Regulations, rather than a 

‘change in law’ in the strict sense. 

3. Looking Ahead: Further Changes to Come? 

3.01. Nevertheless, and given that one of the areas of perceived greatest need in the Kingdom at present is for 

specialist medical treatment at the level of local clinics (for example, in the form of spinal treatment or 

cancer treatment clinics), it will be interesting to see how the Amendments work in practice, and whether 

the Saudi Government further amends the PHI Regulations to allow foreign ownership of clinics in a few 

years’ time.   

3.02. The most recent census by the General Authority for Statistics in the Kingdom (as of 2017 G) reported is 

that the total population of the Kingdom stands at 32,552,336 inhabitants, of whom 24,408,362 (or 

62.69%) are Saudi nationals.  Further, it is one of the stated aims of the Vision 2030 program to increase 

the average life expectancy in Kingdom from 74 to 80 years of age.  Thus, the need for liberalization of 

entry by foreign investors into the private healthcare sector has long been viewed to be of potential 

benefit to both Saudi nationals and foreign residents alike. 

4. Implementation of the Current Changes 

4.01. As at the time of writing, neither the Ministry of Health nor the Saudi Arabian General Investment 

Authority (“SAGIA”, the governmental authority with the primary authority to regulate and monitor 

foreign investment in the Kingdom) has yet issued announcements or circulars further addressing how 

the Amendments will work in practice nor how FDI in PHIs (with the exception of clinics) will be further 

regulated.  For example, the documentary and informational requirements for a foreign investor to apply 

for a foreign investment license (“FIL”) to invest in a PHI in the Kingdom have not yet been specified in 

the licensing services manual that is published by SAGIA and updated on a regular basis. 

4.02. As and when the requirements for a FIL in the private healthcare sector are published, however, we 

anticipate that SAGIA will follow its usual procedure where the FIL is to be granted in a specialized 

professional sector that is regulated on a day-to-day basis by another authority in the Kingdom (in this 

case, the Ministry of Health) and will require input from that specific authority before issuing the FIL in 

question.  For example, we expect (on the basis of previous practice in specialist sectors) that, before 

issuing a FIL to a foreign investor to participate in a PHI in the Kingdom, SAGIA will require an approval to 

be obtained from the Ministry of Health and, quite possibly, from the competent authority in the country 

of origin of the foreign investor also.  At present, this is a matter of conjecture (albeit based on experience 
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of SAGIA’s previous practice).  Therefore, in terms of knowing the requirements of SAGIA for issuance of a 

FIL in the private healthcare sector, all that we can say for certain at present is “watch this space”.   

4.03. We anticipate that the relevant authorities in the Kingdom will in the coming months elaborate on how 

the Amendments and the revised form of the PHI Regulations are intended to work. We anticipate issuing 

an updated article on this topic as and when more information becomes available. 

In conclusion, the Amendments are welcome and may have substantial implications for foreign investors wishing to 

explore investment opportunities in PHIs (with the exception of clinics, for now) in the Kingdom. 

DISCLAIMER: This article does not, and is not intended to, constitute legal advice.  Baker Botts LLP operates in the Kingdom 

of Saudi Arabia in association with The Law Office of Mohanned bin Saud Al Rasheed. 
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