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The Kingdom of Saudi Arabia (the “Kingdom”) has for the past 40 years operated a system of licensing foreign direct 
investment (“FDI”) (including where foreign investors invest in partnership with Saudi investors).  The system requires 
that any legal or natural person having the nationality of any country other than the Kingdom or another member- 
state of the Cooperation Council of the Arab States of the Gulf (“GCC”) will be treated as ‘foreign’ for the purposes of 
FDI in the Kingdom.  With limited exceptions, foreign investors are obliged to obtain and to maintain throughout the 
lifetime of their investments in the Kingdom a foreign investment license (“FIL”) issued by the Saudi Arabian General 
Investment Authority (“SAGIA”).

As part of this legal regime, the Saudi Arabian Government publishes from time to time a list of economic activities 
that are reserved for Saudi or GCC nationals (or companies with 100% Saudi or GCC capital) and thus are “off limits” to 
foreign investors.  This list is popularly known as the ‘Negative List’ and, for activities that appear on this list, SAGIA will 
not issue a FIL in the normal course.  There has been a gradual liberalization of the FDI regime in Saudi Arabia over 
time, with the first wave coinciding with the Kingdom’s accession to the World Trade Organization (“WTO”) in 
December 2005, with some further paring of the Negative List occurring every few years.  With the inauguration of the 
Vision 2030 program in 2016 and the stated policy of the Saudi Arabian Government to diversify the economy away 
from hydrocarbons, observers have eagerly awaited a further reduction of the Negative List.

On 23 October 2018, in furtherance of Vision 2030, the Council of Ministers issued a resolution to amend and reduce 
further the Negative List.

This article explores in outline this important development and its implications for FDI in the Kingdom.

1. Updates to the Negative List

1.01. On 23 October 2018, the Council of Ministers issued a resolution during its weekly session to remove the
following four (4) activities from the Negative List:

(1) Recruitment and employment services (including local recruitment offices);

(2) Audiovisual services;

(3) Road transport services; and
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(4) Real estate brokerage services.

These sectors, which had long been “reserved” for Saudi and other GCC nationals, will now be open to 
FDI. Foreign investors can now apply to SAGIA for a FIL to invest in businesses in the Kingdom that carry 
out these types of activities and they will be licensed provided that they fulfil the conditions for the 
relevant type of FIL.

1.02. Further, on 24 October 2018, the Governor of SAGIA announced during a panel discussion at the Future
Investment Initiative conference in Riyadh that foreign investors will be able to own a one hundred 
percent stake in companies in the educational and private healthcare sectors.  Although education was 
never formally mentioned on the Negative List as an activity closed to FDI in the Kingdom, SAGIA has 
historically been reluctant to grant FILs to foreign investors that sought to invest in the Kingdom’s 
education sector.

(The changes to the regime for issuance of a FIL in the private healthcare sector are particularly 
noteworthy; we have devoted a separate article to this sector exclusively.  To read about these changes to 
licensing in the private healthcare sector in the Kingdom, click here.

1.03. Consequently, and as part of the implementation of these changes, SAGIA released in
October / November 2018 an updated edition of its licensing services manual (the “Services Manual”). 
The Services Manual sets out in detail the requirements that a potential foreign investor must meet to 
apply for and obtain a FIL for the relevant economic activities in the Kingdom.  This latest edition of the 
Services Manual includes a number of new sections covering those activities that had until now been on 
the Negative List.

1.04. These new sections of the Services Manual deal with the requirements for licensing of the following
activities by foreign investors in the Kingdom:

(1) the practice of ‘other’ transport activities (under the umbrella of licensing for the activity of public
transportation);

(2) recruitment agents and hiring of domestic labor services;

(3) colleges and universities; and

(4) audiovisual media.

1.05. As such, and although real estate brokerage services have now been officially removed from the Negative
List as of 23 October 2018, there is not yet a descriptive section in the Services Manual setting out the 
requirements to apply for a FIL for this activity.  However, we expect that the requirements for a FIL to

BAKER BOTTS 2

https://communications.bakerbotts.com/27/1356/events-badges/healthcare-sector.pdf


perform real estate brokerage services will be addressed in future additions of the Services Manual. 
Conversely, and although education was never formally included on the Negative List, the informal 
restrictions on SAGIA granting FILs for educational activities has now been at least partially lifted. 
Therefore, the latest edition of the Services Manual sets out (for the first time) the requirements for a FIL 
to invest in colleges and universities in the Kingdom.

2. Common Licensing Requirements

2.01. The Services Manual contain requirements that are in common for all four (4) economic activities that
have recently been removed from the Negative List, as well as some additional requirements that are 
specific to each particular activity.  As always, when the application to SAGIA for the FIL is made, 
information has to be provided by the foreign (i.e., non-Saudi, non- GCC) investors and the Saudi / GCC 
investors (if any) in the proposed business alike.

2.02. The common requirements for an FIL for these four (4) activities are set forth below:

(1) Where one of the proposed investors holds a foreign (i.e., non-Saudi, non-GCC) nationality and is
a legal person (i.e., an entity, as opposed to an individual), a copy of the commercial registration 
certificate of the foreign entity certified by the Royal Saudi embassy or consulate in the country of 
origin of the foreign investor;

(2) Where one of the proposed investors holds Saudi nationality and is a legal person, a copy of the
commercial registration of the Saudi entity;

(3) Where one of the proposed investors is a Saudi national individual, a copy of the national identity
card of the individual and a statement issued by the Abshir system (i.e., the computerized 
personal identification system used in the Kingdom under the auspices of the Ministry of Interior), 
showing the individual’s profession; and

(4) Where one of the proposed investors is a national of another GCC state and is a natural person, a
copy of the national identity card of such individual

3. Other Transport Activities under the Umbrella of Public Transportation by Land: Specific Requirements

3.01. In the field of public transportation by land, foreign investors were entirely excluded until now, except in
the sector of inter-city trains (which special exception was allowed mainly to encourage the development 
of the Saudi railway network, which has been on-going since the early 2000s).  The recent changes to the 
Negative List, while they do not result in a complete opening-up of this sector to FDI, do represent a
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considerable expansion of the opportunities in the transportation sector that are available to foreign 
investors.

3.02. Foreign investors may now participate in businesses in the Kingdom (with up to 100% foreign ownership)
providing the following types of public transportation services by land:

(1) Taxis (public or private);

(2) School transport, tourism transport, teacher transport and transportation of materials;

(3) Transfer of pilgrims and visitors inside and outside the Kingdom;

(4) Cross-border transport of passengers by bus into and from the Kingdom;

(5) Management of taxis; and

(6) Rentals (car rentals, truck rentals, bus rentals) as well as rental brokerage (car rental brokers and
freight brokers).

3.03. In addition to the common requirements listed above, the applicant(s) for a FIL to conduct any of these
public transportation activities must also provide SAGIA with the following information and/or 
documentation:

(1) Where the foreign investor is a legal person, the financial statements of the most recent full
financial year of the applicant entity, certified by the Royal Saudi embassy or consulate in the 
country of origin of the foreign investor;

(2) For the foreign investor, proof of involvement in the same public transportation activity in at least
three (3) markets internationally;

(3) For the foreign investor, proof of engagement in the same public transportation activity for more
than ten (10) years in the country of origin and an assessment from the Public Transportation 
Authority in the Kingdom to be classified as an entity offering a distinct qualitative service in the 
area of land transportation;

(4) A commitment to provide a minimum capital amount of SAR 10 million; and

(5) A commitment to meet the Saudization percentages for this sector required by the Ministry of
Labor and Social Development.
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3.04. A foreign investor who provides land transportation services “through technical channels” will, however,
be exempt from the requirement to fulfill condition nos. (2), (3), (4) and (5) above.  According to SAGIA, 
“technical channels” in this context refers to those transportation services that are provided via ride- 
sharing applications (such as we have seen with Uber and Careem, both of which are already very active in 
the Kingdom).

3.05. In the event that the activity consists specifically of leasing cars, trucks or buses or of the rental brokerage
of cars or freight (in both cases without a driver), the foreign investor is exempt from the above 
conditions except for the requirements provide a commercial registration certificate from its country of 
origin and financial statements for its most recent full financial year.

3.06. We note the requirement for the involvement in the application of the Public Transportation Authority.
This practice in the field of public transportation is consistent with the practice of SAGIA in respect of 
other specialized economic activities, namely that SAGIA will require some kind of approval or 
certification from another public authority that regulates such specialized activity, before SAGIA itself will 
approve the application for the FIL.

3.07. Given the demand in the Kingdom for a reliable public transportation system (spurred on by ‘mega-
projects’ in recent years such as the Riyadh Metro), the impact of removal of this particular group of 
activities from the Negative List is potentially very significant.

4. Recruitment Agents and Hiring of Domestic Labor Services: Specific Requirements

4.01. Foreign investors may now also participate in businesses in the Kingdom (with up to 100% foreign
ownership) providing domestic labor placement services and temporary employment agency activities for 
home services in the Kingdom.

4.02. While the 23 October 2018 resolution of the Council of Ministers on relates to recruitment activities
generally, the new conditions for licensing set out in the most recent edition of the Services Manual deal 
solely with businesses for the recruitment of domestic (i.e., household) workers.  We anticipate that future
editions of the Services Manual will set out the conditions for licensing in a wider range of activities in the
recruitment sector.

4.03. In addition to the common requirements set out above, the specific requirements for the application to
SAGIA for an FIL to invest in a business to provide recruitment services in the market for domestic labor 
are:
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(1) Where the foreign investor is a legal person, the financial statements of the last three (3) full
financial years of the applicant entity, certified by the Royal Saudi embassy or consulate in the 
country of origin of the foreign investor;

(2) A commitment to practice the activity according to form no. 13.11 of the Services Manual (in
brief, this is an acknowledgment and warranty that the foreign investor will abide by the 
conditions of the FIL, as well as a commitment to comply with certain procedural requirements 
set down by SAGIA); and

(3) Where the foreign investor is a legal person, it should have a commercial registration in its
country of origin that has been in effect for at least three (3) years.

5. Colleges and Universities: Specific Requirements

5.01. As mentioned above, although education was never officially included in the Negative List, SAGIA has
hitherto been reluctant to issue FILs in the education sector.

5.02. The new guidelines, which are aimed to encourage FDI in the tertiary education sector, are a welcome
development; they provide greater clarity on the extent to which foreign investors can legally participate 
in the Kingdom’s education sector.  Although, and as with the public transportation sector, the new 
guidelines for the education sector do not represent a complete opening-up of the sector to FDI (the 
primary and secondary sectors are not included in the current round of reforms, for example), they do 
represent a significant liberalization. In particular, foreign investors may now conduct educational 
activities through 100% ownership in colleges and universities in the Kingdom.  It is envisaged that the 
applicants for FILs in this sector will themselves be educational institutions (or legal entities formed by 
educational institutions).

5.03. In addition to the common requirements set out above, the specific requirements for the application to
SAGIA for a FIL to invest in a business to perform these services are:

(1) Where the foreign investor is a legal person, the financial statements of the most recent full
financial year of the applicant entity, certified by the Royal Saudi embassy or consulate in the 
country of origin of the foreign investor;

(2) A commitment to practice the activity according to form no. 13.12 of the Services Manual (in
brief, this is an acknowledgment and warranty that the foreign investor will abide by the 
conditions of the FIL, as well as a commitment to comply with certain procedural requirements 
set down by SAGIA); and
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(3) The educational institution requesting the FIL must have an advanced ranking in the international
classification of universities and colleges, according to the international standards approved by 
the Saudi Ministry of Education as follows:

(A) for bachelor’s degree programs: inclusion in the list of the top two hundred universities
according to each of the academic disciplines classified according to the QS international 
standards (refer to: http://www.qs.com/rankings); and

(B) for postgraduate programs: inclusion in the top two hundred programs according to the
Shanghai classification of graduate programs (refer to
http://www.shanghairanking.com/index.html).

6. Audiovisual Media: Specific Requirements

6.01. Foreign investors may now conduct audiovisual media activities in the Kingdom.  In addition to the
common requirements set out above, the specific requirements for the application to SAGIA for a FIL to 
invest in a business to perform these services are:

(1) Financial statements of the most recent full financial year of the applicant entity, certified by the
Royal Saudi embassy or consulate in the country of origin of the foreign investor;

(2) A preliminary approval of the General Commission for Audiovisual Media; and

(3) A commitment to implement all the obligations connected to the activity, including the standards
and percentages of Saudization required by the Ministry of Labor and Social Development.

Coming at a time when the Kingdom’s efforts to diversify its economy under the Vision 2030 program have accelerated, 
this most recent pruning of the Negative List is a welcome development, particularly in the fields of public transportation 
and education.  Although the detailed requirements for issuance of a FIL in some of these newly liberalized sectors remain 
unclear - particularly in the field of real estate brokerage (not yet included in the Services Manual) and recruitment 
services (only recruitment of household workers currently covered) — the general ‘direction of travel’ of the legal regime 
of the Kingdom in terms of opening up further sectors of the economy to FDI is clear.

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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