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KSA in numbers

Introduction:

GEOGRAPHY (updated to 2020)

Capital Riyadh

Area 2 149 690 sq km

Population 34 173 498 

% of expatpopulation About 30% 

Language Arabic

Kingdom founded 23rd September 1932

ECONOMY (updated to 2020)

Currency Saudi Arabian Riyal (SAR)

GDP (at market prices in 2020) 680.897 billion $

KSA possesses approximately 20% of the world’s proven petroleum reserves.

KSA ranks as the largest exporter of petroleum and plays a leading role in OPEC.

Source: https://www.imf.org/en/Publications/SPROLLs/world-economic-outlook-databases#sort=%40imfdate%20descending

https://www.imf.org/en/Publications/SPROLLs/world-economic-outlook-databases#sort=%40imfdate%20descending


KSA in numbers

Introduction:

INFRASTRUCTURES (updated to 2020)

Railways 5 000 km

International airports 7

Roads • About 5 000 km of highways
• About 12 000 km of double roads

10 major ports

• Jeddah Islamic Port
• King Abdulaziz Port (Dammam 

Port)
• King Fahad Industrial Port Yanbu
• King Fahad Industrial Port Jubail
• Jubail Commercial Port

• Gizan Port
• Ras al Mishab Port
• Ras al Ghar Port
• Ras Tanura Port
• Dhuba Port

ICT (updated to 2020)

Telephone country code +966

TLD .sa

Source: https://www.mot.gov.sa/ar/Pages/default.aspx

https://www.mot.gov.sa/ar/Pages/default.aspx


Economic overview

The economic potential of the Kingdom of Saudi Arabia is recognized worldwide due to the important

and numerous oil fields present in the territory which immediately constituted a source of opportunity

capable of making KSA the Arab country with the largest oil production.

KSA enjoys the second position worldwide for oil processing and export, surpassed only by the United

States of America.

In 1960 the American oil companies’ economic dominance induced the other large oil producing

Countries to create the Organization of the Petroleum Exporting Countries (OPEC) in order to

protect their reserves and properly manage all stages of oil production and export. KSA is obviously one

of the 12 OPEC Member States.

Introduction:



Economic overview

In recent years, KSA has been paying more attention to the development of its economy in other

sectors as well, achieving already very satisfactory results. This is also a reason why KSA is a recognized

Member of the G-20.

Institution for foreign investors

The SAGIA (Saudi Arabian General Investment Authority) was created in 2000 with the aim of

diversifying and spreading the country's economy by encouraging the increase of investments from an

international perspective.
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Institution for foreign investors

Among the KSA institutions, SAGIA plays a role of reference for foreign investors, who turn to SAGIA to

obtain licenses, work visas and all the informational support necessary to allow them to start a business

in total tranquility and safety.

Why invest in KSA?

The Kingdom of Saudi Arabia guarantees to foreign investors the following benefits:

• Level of security and incentives equal to those guaranteed to a national;

• Assistance from SAGIA for the entire pre-investment phase;

• Affordable prices of the electricity supply for the industrial plants.
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The legal system

A significant feature linked to the official religion of the KSA concerns the fundamental influence it

brings to the entire legal system that governs the State.

In fact, Islam, unlike the other great monotheistic religions, provides its faithful with precise behavioral

indications even in less theological and spiritual areas such as, for example, economic, legal, social and

financial ones.

The Quran provides all the rules and laws that characterize the life of the virtuous man (dyanat) who

must observe all the written behaviors including the economic ones. Muslims must respect, in any

situation, the Quranic rules, while the Islamic State must ensure the protection of the interests of the

community, balance the issues between their citizens and promote the solidarity and the mutual

assistance activities, including economic ones (Miglietta, 2009a ).
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The legal system

The Shari'ah, or the Islamic law, is composed by the Quran and the Sunnah and it regulates every

action of the Muslim; it can be studied, applied and interpreted only by the Ulama, or doctors of the

law.

The KSA declares itself a State governed by the Shari’ah Law and, in 1992, it promulgated, at the behest

of the Royal Bodies, the Basic Law of Governance, currently the backbone of the Saudi legislative

system.

From the first article of the Basic Law of Governance it is clear the guiding role that Islamic law plays for

the State, which will never be contradicted by any written provision but continuously supported and

enforced.

Introduction:



The legal system

The Royal Decrees (nizam) are issued with the same objective of supporting the Shari’ah, they allow

the legal system to intervene in a more targeted way for the regularization of activities that mark

specific aspects of daily life linked, for example, to trade, work, social… .

Introduction:

Establishment of business:

Introduction

All information relating to the procedures and requirements necessary to establish a company of any

type in KSA can be found in the Companies Law, issued by a Royal Decree in 1965.



Establishment of business:

Introduction

According to the indications of the Companies Law, before obtaining the authorization to establish a

company in KSA it is necessary to obtain the so-called Investment License by making a direct request

to SAGIA (Saudi Arabian General Investment Authority), however in some cases this is not sufficient and

becomes essential also to possess the Ministerial approval for the activity to be carried out.

The bureaucratic times can therefore expand, making the establishment process of a company long and

sometimes inconvenient.



Establishment of business:

Introduction

After obtaining the necessary authorizations, a foreign investor who wants to establish a company in

KSA will have the opportunity to choose among the following permitted business entities:

1. Commercial Agencies;

2. Limited Liability Companies (LLCs);

3. Joint Stock Companies (JSCs);

4. Foreign Office Branch;

5. Technical and Scientific Offices (Representative Offices).

To date, the Limited Liability Companies (LLCs) and the Foreign Office Branch are the most

widespread and preferred business structures by foreign investors.



Establishment of business:

Commercial Agency arrangements

A foreign manufacturer who wants to sell his products or services in KSA can rely on the so-called

Commercial Agency.

In the Commercial Agency, the producer, while remaining in his abroad country, delegates a local agent

who will be responsible for carrying out and completing the purchase and/or the sale activities in Saudi

territory.

A relationship of mutual trust and collaboration will be created between the foreign investor and the

Saudi agent, that will be carefully governed by the regulations of the Companies Law.

The agent must necessarily have KSA nationality and be duly registered in the dedicated register, which

is subject to the supervision of the Minister of Commerce and Industries (MOCI).



Establishment of business:

Limited Liability Company (LLC)

The KSA Companies Law also allows foreign investors to establish a Limited Liability Company (LLC)

and to own it 100%, obviously this will always depend on the type of business that will be carried out.

The Limited Liability Company (LLC) is presented as a private business entity which expect the

participation of at least two partners (shareholders) up to a maximum of 50 partners. When the number

of partners exceeds 20, it becomes necessary that at least three members form the so-called

Supervisory Board.

The minimum capital required for the establishment of an LLC is SAR 500,000 which may be greater

depending on the kind of product that the Company will manage.



Establishment of business:

Joint Stock Company (“JSC”)

The Saudi legal system allows for the situation where multiple foreign investors want to establish a

Joint Stock Company (JSC) in KSA.

In this case it is necessary that there are at least 5 partners, or shareholders, with a minimum capital

generally equal to SAR 2 million (also in this case the minimum capital value may vary according to the

nature of the business to be conducted).

The capital value is proportionally divided into shares with a value of at least SAR 10 for each one, then

they are properly distributed among the shareholders.



Establishment of business:

Joint Stock Company (“JSC”)

This type of company requires the presence of a Board of Directors that will hold fundamental

management positions.

The Management Body must be made up of at least 3 members duly elected by the Company's

partners.

It is mandatory that each member of the Board of Directors owns at least 200 shares in the JSC.



Establishment of business:

Foreign Office Branch

Another important business entity that is particularly appreciated by foreign investors is the Foreign
Office Branch.

A foreign company can decide to establish in Kingdom of Saudi Arabia in the form of a branch in order

to make its products and/or services known and thus spread its commercial activity.

The minimum capital required to establish this type of office is SAR 500,000.

There is no minimum capital needed if the branch is scheduled for a limited period and linked to the

performance of some government functions.



Establishment of business:

Technical and Scientific Office (Representative Office)

In case there is a need related to technical and scientific studies and researches, a foreign investor can

think of establishing this specific business entity.

A Technical and Scientific Office in KSA thus assumes a supporting role for the reference commercial

activity which does not necessarily have to be in KSA as well.

The Companies Law does not provide for any minimum capital required for the establishment of a

Technical and Scientific Office in KSA.



Taxation:

Introduction

The Department of Zakat and Income Tax (DZIT) refers to the Saudi Ministry of Finance and deals

with everything related to the management of the taxation system.

Taxation is assessed on the so-called corporate taxable income which includes allowable expenses and

disallowable expenses, such as, for example, salaries, corporate tax and withholding tax.

In KSA there are two types of taxes whose attribution criterion directly depends on the nationality of the

owner of the concerned company.

KSA or GCC owners are required to pay Zakat for the proceeds of their companies, while foreign and

non-GCC investors who own a company in KSA must pay for its corporate income the Income Tax.



Taxation:

Zakat

The origin of Zakat dates back to the time of the Prophet Mohammad.

The Quran covers this tax of obvious importance by declaring it one of the five fundamental pillars of

Islam. The Shari'ah, and consequently the KSA Law, establishes that every Muslim must pay an annual

tax worth 2.5% of the Company's annual income.

Income Tax

The Income Tax is for foreign investors and generally has a fixed value that is equivalent to 20% of

corporate income, however there are cases in which the percentage value of the Income Tax can

increase up to a maximum of 85% based on the type of activity the company deals with.



Taxation:

Zakat and Income Tax

If the Company has several owners whose mixed nationalities are KSA (or GCC) and non-KSA (and non-

GCC), taxation will take place according to the following criteria:

• Zakat on the proceeds that benefit the KSA interest.

• Income Tax on income that benefits the interest of the non-KSA owner.

The KSA legislative system provides for concessions on taxation dedicated to the less developed and

economically weaker areas of the State with the aim of encouraging investment where it is most

necessary and ensuring a continuous general economic progress.



Taxation:

Withholding Tax (WHT)

The Withholding Tax (WHT) concerns the payments for services that a KSA citizen or a Permanent

Establishment ('PE') makes to a non-KSA and non-PE citizen. The WHT varies mainly according to the

type of service considered and starts from the percentage value of 5% up to a maximum of 20%.

Capital Gains Tax

The Capital Gains Tax refers to the amount that a non-resident investor in KSA earns from the sale of

their shares in KSA and is generally worth 20%, the percentage value may vary under certain specific

conditions.



Taxation:

VAT

Starting from July 2020 the VAT has been increased from 5% to 15%, it is a tax applied to most

products and services following the same criterion used by the European System.

Trade:

Introduction

Trade in KSA is bound by various agreements that the country has established with the main objective

of efficiently managing incoming and outgoing flows.



Trade:

Introduction

The KSA is a Member State of the Gulf Cooperation Council (GCC) through which it undertakes trade

with Singapore and with the European Free Trade Association (EFTA) under the free trade

agreement.

Trade with the European Union is widely defined in the cooperation agreement signed in 1988.

KSA and Italy

The import-export’s data, updated to September 2020, highlight a commercial relationship between

KSA and Italy defined according to the following values:



Trade:

KSA and Italy

• Italian exports to the Middle East are equal to 10,622 million €, corresponding to the 3.4% of the total

exports, in particular the exports to the KSA are equal to 2,285 million €.

• Imports from the Middle East to Italy are equal to 10,857 million €, corresponding to the 4% of the

total imports, in particular the imports from the KSA are equal to 2,228 million €.

FDI

The figures updated to 2019 highlight that the KSA Foreign Direct Investment (FDI) inflows are equal

to 4,562 million $, while the KSA FDI outflows are equal to 13,185 million $.



Trade:

FDI

There are recorded greater outgoing investments than those established in KSA by other foreign

countries, this is one of the main reasons why the KSA government is particularly active in supporting

foreign investors with incentives and privileges.

The benefits are reserved to the companies that establish in KSA with an orientation aimed at increasing

the sustainability and the excellence of the country.

Among these are the companies that promote an increase in KSA exports and a parallel reduction in its

imports.



Sources:

• https://investsaudi.sa/en/

• https://mc.gov.sa/en/Pages/default.aspx

• https://www.esteri.it/mae/it/politica_estera/commercio-internazionale/osservatorio-commercio-internazionale

• https://unctad.org/

https://investsaudi.sa/en/
https://mc.gov.sa/en/Pages/default.aspx
https://www.esteri.it/mae/it/politica_estera/commercio-internazionale/osservatorio-commercio-internazionale
https://unctad.org/
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ROMA

Via Sallustiana 15 00187

Tel +39 06 69361674

info@jiac.it

شكرا!

MILANO

Via G. Mameli 11 20129

Tel +39 02 70000353

milano@jiac.it
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