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•  Saudi Arabia is striving to establish its capital, Riyadh, as the pre-eminent business hub in the 
Middle East, drawing business away from and eclipsing existing regional hubs in the UAE, Qatar and 
Bahrain. To achieve this goal, the Kingdom is flexing its commercial muscles and demanding more 
from the international business community in return for access to state-backed contracts.

•  The emergence of a more forceful carrot and stick approach—which dangles the prospect of 
access to opportunities available through the ambitious Vision 2030 agenda as a reward to foreign 
companies relocating their regional headquarters to Saudi Arabia—has major implications for 
foreign businesses and investors.

•  The strategy underlying the so-called Project HQ of issuing state-backed contracts on the provision 
that foreign enterprises set up headquarters in Saudi Arabia is risky but could draw in businesses 
that operate in sectors directly related to Vision 2030 projects—including energy, construction, 
engineering, renewable energy, travel and tourism. 

•  Saudi Arabia has a strong hand to play but will need to work hard at developing an international 
commercial culture and social structure conducive to attracting and retaining high level expatriate 
staff. Quickly clarifying the finer details of Project HQ will be crucial, while adopting a sense of 
compromise and flexibility may be needed. 

•  Other regional business hubs, especially Dubai, are not standing still and will work hard to retain 
their comparative advantage. Dubai’s allure will be difficult to outshine, and a more even split of 
regional headquarters, new business clusters and increased co-operation (rather than outright 
competition between hubs) is likely to emerge.

•  Our intention is to shed light on the emerging opportunities and challenges for both international 
and domestic investors and businesses with a commercial interest in Saudi Arabia and the wider 
region.

Project HQ
Saudi Arabia has actively encouraged foreign companies to set up operations and invest in its 
economy for years, but it has had little success in convincing business leaders to establish their regional 
headquarters within its borders. Despite having vast natural resources, as well as the largest economy 
and largest population among Gulf Arab states, Saudi Arabia is home to a miniscule share of the 
regional headquarters of foreign companies operating in the Gulf. Some estimates suggest that the 
Kingdom has less than 5% of regional headquarters for the Middle East region, and the headquarter 
count is dwarfed by that of Dubai.  

Official announcements in the opening months of 2021 suggest that a more forceful approach 
towards the international business community is emerging under the guise of Project HQ. The 
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initiative, which the government announced at the fourth Future Investment Initiative (FII) forum 
in late January, requires foreign companies seeking contracts with the government, state-owned 
companies or the Public Investment Fund (PIF, the sovereign wealth fund) to locate their regional 
headquarters in Saudi Arabia—preferably, but not exclusively, in Riyadh—by 2024. Failure to do so 
would run the risk of being excluded from a series of lucrative state backed projects, including mega- 
and giga-projects rolled out under the ambitious Vision 2030 agenda. There is great uncertainty 
over the specifics of Project HQ, but the Ministry of Investment is tasked with producing the finer 
details later this year to highlight qualifying criteria, regulatory requirements, possible exemptions 
and potential incentives. Implementing Project HQ is a risky strategy and may need some form of 
compromise to appease foreign companies and attract their time, money and expertise to support 
Vision 2030.

Lofty ambitions for the capital 
The Kingdom’s leaders, who are determined to challenge the status quo, are confident that Vision 
2030, broader economic potential, and an evolving business and investment environment will prove a 
major draw to international businesses and investors. Saudi Arabia believes that it has a strong hand to 
play and is confident it can attract enough international companies to set up regional headquarters in 
Riyadh to establish the city as the pre-eminent business hub in the Middle East. The Royal Commission 
for Riyadh, which is responsible for the urban, economic, social and cultural development of Riyadh, 

Potential timeline of Saudi Project HQ

January 2021: Introduction … Saudi Arabia flagship 
investment conference (fourth Future Investment Initiative 
Forum) presents outline of Project HQ.

February 2021: Broad outline … Saudi-based Arab News interview with the Saudi investment minister, Khalid Al-Falih.
• “We would want to see the companies having a major headquarters o�ce with executive sta�; their C-suite being here; operations in other countries 
reporting to it; and support functions … all taking place within their regional headquarters. … a superficial nameplate saying 'this is the regional headquarters’ 
will not fly.”
• “For those contracts that the Kingdom chooses to give through its procurement policy, we want to do it with companies who have their entire integrated 
operations here in the Kingdom, from the decision-making to the strategic development, to managing the execution of those government procurement and 
government contracts.”
• “I see the Middle East and Africa and part of Western Asia as an integrated global market, and we see Riyadh as the anchor capital for that broader region.”
• “We're encouraging Riyadh to be that [HQ] city, by creating a special economic zone that will o�er incentives.”
• “If somebody chooses to be in a di�erent region [Saudi city] because that’s closer to their customers or that's where it makes business sense for them, we will 
work hard to give them all of the support they need.”

H2 2021: Design … Saudi Arabia’s Ministry of Investment sets out finer details of Project HQ.
• What defines a region (GCC, MENA, MEA, etc)?
• What specific business functions and sta�ng are required or recommended? 
• How will remote working and Saudiisation a�ect Project HQ?
• Will there be sector- or project-specific exemptions and incentives?

2022-23: Project HQ implementation Early 2024: Project 
HQ compliance

2021
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Q2 Q3 Q4 2022
Q1

Q2 Q3 Q4 2023
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has set a target of attracting up to 500 foreign companies to install their regional headquarters in 
the Saudi capital by 2030. The Commission is tasked with more than doubling the population of the 
capital to around 15m-20m and placing it firmly within the ten largest urban economies of the world 
by 2030.Around 20-30 foreign companies signalled their intent to set up regional headquarters in 
Saudi Arabia at January’s FII Forum, although actual follow-through will be likely to depend on the 
allocation of contracts. International businesses that have given tentative support to Project HQ 
include global management and business consultancy firms, major consumer goods manufacturers 
and retailers, leading construction and engineering companies, medical equipment suppliers and 
healthcare consulting firms, energy sector service companies, financial service providers, tourism and 
hospitality enterprises, business support and software systems providers, and transport equipment 
manufacturing and servicing companies. More companies could follow suit in the quarters ahead, once 
the finer details of Project HQ become clearer.

The draw of Vision 2030 
The aims and objectives of Vision 2030 entail a series of ambitious projects that have drawn the 
interest of foreign businesses and investors seeking to secure access to current and future state-funded 
initiatives and contracts. Some progress has been made on the initial set of Vision 2030 goals set out in 
2017, but the Kingdom has a long way to go and huge amounts to spend. The Kingdom has identified 
around US$3trn worth of investment opportunities for foreign companies and investors under the 
umbrella of Vision 2030, while the PIF has agreed to spend at least US$40bn annually in the domestic 
economy through to 2025 and the national oil company, Saudi Aramco, intends to inject around 
US$1.3trn into the local private sector by 2030.

Vision 2030 is a whole-economy approach to transforming Saudi Arabia and diversifying beyond the 
state-run hydrocarbons sector with the aim of future-proofing the country. The programme has three 
major themes and a wide range of goals. The Kingdom’s leaders have tasked high-ranking officials and 
their departments to spur tourism and create a home-grown entertainment industry, enhance the 
transport and electricity infrastructure, improve connectivity and liveability of major cities, privatise 
certain industries and attract foreign talent and investment, nurture an entrepreneurial and innovative 
small and medium-sized enterprise (SME) sector, boost the employment prospects of Saudi nationals, 
improve access to and the quality of healthcare and education services, ensure food and water security, 
and create regional and international business and logistics hubs. 
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Saudi Arabia’s transformative Vision 2030 goals
Theme 1: Vibrant society Goals 2030 Status

Strong roots • Raise the annual capacity for Umrah visitors to 30m c.8m in 2019

• More than double number of sites registered with UNESCO 5 listed and 11 tentative

•  Three Saudi cities recognised in the top-ranked 100 cities in the world 1 (Riyadh) in 2020

•  Increase household spending on cultural and entertainment activities to 6% Around 3% in 2017

•  Increase the ratio of individuals exercising at least once a week to 40% of the 
population Around 13% in 2017

Strong foundations • Raise the Kingdom’s position in the Social Capital Index to 10 40th in 2020

• Increase the average life expectancy to 80 years Around 75 years in 2018

Theme 2: Thriving economy Goals 2030 Status

Rewarding opportunities • Lower the unemployment rate to 7% 12.6% among Saudi citizens in Q4 2020

• Increase the SME contribution to GDP to 35% About 22% in 2018

• Increase female participation in the workforce to 30% About 32% in Q4 2020

Investing for the long term • Become one of the top 15 largest economies in the world 18th in 2019

• Increase the localisation of the oil and gas sectors to 75% About 40% in 2017

• Increase the Public Investment Fund’s assets to over SAR7trn About SAR1.5trn at end-2020

Open for business •  Become one of the top 10 countries on the Global Competitiveness Index 36th in 2019

• Increase foreign direct investment to 5.7% of GDP 1% in 2020

• Increase the private sector’s contribution to 65% of GDP 50.5% in Q4 2020

Leveraging a unique position •  Improve the ranking in the Logistics Performance Index to 25 and ensure that 
the Kingdom is a regional leader 55 in 2018

• Raise the share of non-oil exports in non-oil GDP to 50% 22% in 2019-20

Theme 3: Ambitious Nation Goals 2030 Status

Effectively governed • Increase non-oil government revenue to SAR1trn About SAR360bn in 2020

•  Improve the ranking in the Government Effectiveness Index to 20th 64 in 2019

•  Improve the ranking on the E-Government Survey Index to the top five 
nations 43 in 2020

Responsibly enabled • Increase household savings to 10% of total household income 1.6% in 2018

• Raise the non-profit sector’s contribution to GDP to 5% 1% in 2017

• Rally 1m volunteers per year 11,000 in 2017

Programs to achieve these (and other) goals
Intital (2017) Current (2021)
Government Restructuring Program Quality of Life Program
Strategic Directions Program Financial Sector Development Program
Fiscal Balance Program Housing Program
Project Management Program Fiscal Balance Program
Regulations Review Program National Transformation Program
Performance Measurement Program Public Investment Fund Program
Saudi Aramco Strategic Transformation Program Privatization Program
PIF Restructuring Program National Companies Promotion Program
Human Capital Program National Industrial Development and Logistics Program
National Transformation Program Strategic Partnership Program
Program for Strengthening Public Sector Governance Hajj and Omrah Program
Privatization Program Human Capital Development Program
Strategic Partnerships Program National Character Enrichment Program
Source: Vision 2030; The Economist Intelligence Unit.
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Major development projects in Saudi Arabia

Riyadh: King Abdullah Financial District (US$7.8bn);
Diriyah Gate Project (US$17bn); Al Widyan (US$2.7bn);
Riyadh Metro (US$22.5bn); Mall of Saudi (US$3.2bn);
The Avenues Mall (US$2.9bn)

Qiddiya: Future Saudi capital of
entertainment, sports and culture;
budget US$8bn; completion 2030

Mecca: Masar urban development
incorporating Jabal Omar (US$4.4bn);
Al Faisaliah Economic City (US$10bn)Jeddah: King Abdullah Economic City (US$7.9bn);

New Jeddah Downtown (US$4.8bn);
Jeddah Metro (US$60bn)

AMAALA: Ultra-luxury tourism
greenfield development; budget US$2bn;
completion 2028

NEOM:  Technology-driven mega-city
 development; budget US$500bn;
completion 2030

Red Sea Project: Luxury tourism
greenfield development; budget
US$16bn; completion 2030-35
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Mega- and giga-projects galore 
Saudi Arabia has an array of large projects on offer to foreign businesses and investors that could 
encourage them to set up operational bases in the country and relocate their regional headquarters. 
The lingering threat of exclusion from state-funded projects will add an extra complication (or 
clarifying criteria) for some foreign companies when deciding where to locate their regional 
headquarters. 

Saudi Arabia has embarked on four transformative “giga projects” (namely NEOM, a planned 
mega-city; the Red Sea Project and Amaala resort, both luxury tourism projects; and Qiddiya, a 
planned “entertainment city”) that represent major technology, tourism, real-estate, sport, cultural and 
entertainment developments aligned with Vision 2030 objectives. Saudi Arabia also intends to revamp 
its Economic City concept; revitalise industrial, free-trade and special economic zones; invest heavily in 
new residential and business real estate; expand infrastructure and services in major cities (especially 
Riyadh, Jeddah, Mecca and Medina); and develop national and international connectivity through 
ventures funded by a combination of state and foreign investment. 

The range of so-called mega- and giga-projects may be revised and streamlined, given financial 
difficulties currently facing the Kingdom, but numerous core projects will continue to be rolled out, 
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Source: The Economist Intelligence Unit.
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especially within infrastructure, real estate and tourism. Developments will require beefed-up support 
from service infrastructure, including transport upgrades and expansion (including urban, inter-city 
and cross border highways and railways, as well as expansion of throughput capacity at seaports and 
airports), and more substantial power and water supplies. 

Saudi Arabia has in the region of US$13bn worth of water projects at various stages of development 
and has earmarked around US$2.3bn of spending during the course of 2021-22. The Kingdom also 
intends to channel around US$50bn of investment into renewable energy by 2023, according to the 
Middle East Solar Industry Association, although this could be a difficult target to achieve, given 
stretched national finances and delayed projects. The government announced a cutback on project 
spending in 2020 as the Covid-19 pandemic stalled the economy and oil revenues fell, which led to just 
US$18.2bn of new contract awards in 2020. This represented the worst year in almost a decade for the 
Saudi projects market.

Recovering from a stumble in 2020
The Saudi economy took a major hit in 2020, which could set back some of the Kingdom’s development 
plans. However, a return to growth in 2021, a return to pre-pandemic levels of output by 2022, a re-
invigorated diversification agenda and commitment to major development projects will continue to 
entice foreign companies and investors and provide a positive backdrop for Project HQ.

In terms of recovery, the economy contracted by 4.2% in 2020, but looks set to return to growth in 
2021 along with all other member states of the Gulf Co-Operation Council (GCC). The performance 
of the oil sector will remain weak in the first quarter of 2021, reflecting a sharp unilateral cut in oil 
production in the three months ending in April. However, this will be followed by a strengthening in 
oil GDP over the remainder of the year as output restrictions are gradually relaxed against a backdrop 
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of stronger demand in major export markets and higher global oil prices. In the medium term, oil 
and natural gas output are expected to expand substantially, with natural gas production expected 
to nearly double by 2030. In addition, the government is making positive noises about recommitting 
to Vision 2030 projects and ramping up spending plans in the years ahead. Increased government 
spending on existing and new projects could see a return to pre-pandemic levels of government 
spending and investment in 2022, to the benefit of the project market.

The non-oil economy will benefit from the roll-out of Covid-19 vaccines and the reduction in severity 
of virus containment measures. The government’s ban on international travel is due to be lifted in 
mid-May and would pave the way for the doors to open to international travellers wishing to attend 
the annual hajj pilgrimage in the second half of July. Fortunately for Saudi Arabia, the Kingdom is likely 
to have access to enough vaccine doses to push ahead with its inoculation drive and should be among 
the first countries in the Middle East to secure widespread vaccination coverage—a milestone that is 
expected to be reached by mid-2022. 

Bolstering the business environment
Since the launch of Vision 2030 in 2017 a gradually increasing number of high-level business delegations 
has spent time in the Kingdom, advising on ways to overhaul the economy, and positioning their 
companies to benefit from lucrative state-funded projects. However, few executives have been keen 
to relocate their headquarters to Saudi Arabia, often citing the lower standard of living in Riyadh 
compared with other regional business hubs, especially Dubai. The Saudi government is aware of 
Riyadh’s shortcomings and plans to improve the capital’s business and social infrastructure to help to 
make it a more desirable destination for foreign investment and international business operations. 
More generally, plans are underway to enhance the country’s overall business environment, thus 
boosting the size and dynamism of the private sector and attracting foreign investment.

Source: The Economist Intelligence Unit.
Forecast closing date: April 22nd 2021
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In recent years, Saudi Arabia has streamlined business start-up procedures, made it easier for 
firms to secure business permits and approvals, improved investor protections and recourse to legal 
proceedings, and improved e-governance services ( including customs clearance, judicial processes and 
public tenders). Since the beginning of 2019, the government has removed a cap on foreign ownership 
of publicly traded companies, introduced new residency permits, developed local capital markets, 
provided support to SMEs (including fully foreign-owned start-ups), and focused on privatisation and 
public-private partnerships (PPPs)—six PPPs have been signed in the water, healthcare and transport 
sectors, and the government plans another 40 by the end of 2022. 

Despite steps already being taken, however, there remains great scope for improvement in the 
business environment, and further adjustments are needed to boost private-sector development 
and encourage the arrival of diverse foreign businesses and investments. In addition, the quality of life 
would need to improve considerably to become a draw for highly qualified expatriates. “Saudiisation” 
of the workforce, which seeks to employ more Saudis in jobs currently filled by foreigners, can 
conflict with efforts to attract highly qualified expatriates and encourage firms to establish regional 
headquarters in the Kingdom. Officials are aware of this and have gone out of their way to reassure 
foreign companies that those establishing headquarters in the country will face lighter saudiisation 
requirements.

Grappling with moving targets
Project HQ represents a clear commercial challenge to other regional business hubs, especially Dubai 
and Abu Dhabi in the UAE, and smaller centres such as Doha in Qatar and Manama in Bahrain. Long-
established business hubs in the region, especially those in the UAE and Qatar, will not accept the Saudi 
initiative without posing a credible alternative. Saudi Arabia’s regional rivals believe that maintaining 

Source: The Economist Intelligence Unit.
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a comparative advantage is crucial to their own success, and the wheels have already been set in 
motion, which will make them difficult to dislodge. The comparative advantages enjoyed by places 
like Abu Dhabi, Dubai, Doha and Manama include independent regulators and judicial system; a 
global financial exchange; stable, pro-business governments; a dynamic business community; world-
class infrastructure and telecommunications; and long-established communities of highly qualified 
expatriates and high net worth individuals.

The UAE has accelerated its own economic diversification drive in the wake of the Covid-19 
pandemic, while social and business reforms are designed to ensure that the Emirates retains its wide-
ranging regional dominance, spanning travel and tourism, transport and logistics, business facilitation, 
and international finance. In December 2020 the UAE began to allow foreign nationals to own 100% of 
businesses ventures without the need for a UAE citizen sponsor. In January 2021 the UAE announced 
amendments to its Citizenship Law to allow talented foreigners—whether investors or employees 
in highly desirable professions—to obtain UAE citizenship, although the conditions for qualifying 
are tough. An overhaul of Islamic personal status laws in late 2020 scrapped various (although rarely 
enforced) social rules to help develop a more conducive atmosphere in which expatriates can settle 
and invest in the country. In addition, foreigners over the age of 55 years are now able to retire in the 
UAE, subject to various financial-security thresholds. The UAE, and specifically Dubai, is often referred 
to as the best place in the Gulf to set up operations from a legal standpoint, as well as for international 
connectivity, living conditions and the elusive “network effect” associated with business clusters. In its 
Business Environment Rankings, The Economist Intelligence Unit ranks the UAE as the least risky place 
in the Middle East to do business.

A promising start, but reality bites
Project HQ could be off to a solid start, given the initial interest shown by international companies and 
the obvious attraction of the Kingdom to foreign businesses and investors. The Ministry of Investment 
issued 466 foreign investor licenses in the fourth quarter of 2020, the highest number of such licenses 
recorded in a quarter since 2005, and the stock of total foreign investment ( including foreign direct 
investment—FDI—foreign portfolio investment and other investment) surpassed the SR2trn (around 
US$500bn) mark for the first time ever. Inward flows of FDI were US$1.4bn Q4 2020, despite the knock 
to global investor sentiment caused by the Covid-19 pandemic. 

Saudi Arabia is hopeful that the allure of being the biggest economy in the Middle East—with trillions 
of dollars earmarked for numerous development projects over the coming decades—and an ongoing 
process of social and business reforms will entice foreign companies to comply with Project HQ. The 
threat of exclusion from lucrative contracts could be a key deciding factor that something that will help 
Saudi Arabia close the gap and overtake other regional business hubs during the coming decade.

It is quite feasible that businesses operating in the sectors of oil and gas, construction and 
engineering, renewable energy, transport equipment, and building materials, could relocate their 
regional headquarters to Saudi Arabia, given the opportunities available to them. Riyadh would 
be likely to be the most attractive location for firms’ regional headquarters, but the King Abdullah 
Economic City near Jeddah could be another feasible location. Businesses operating in healthcare 
supplies and services, tourism and hospitality, transport and logistics, business and financial services, 
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and ITC may be more reluctant to relocate regional headquarters, given the attractions of Dubai and 
ambiguous nature of Project HQ. However, firms are fairly footloose and there is always a chance that 
firms could be lured to relocate, especially should reforms progress, incentives materialise and Saudi 
Arabia have more success in reshaping its international image (tainted in recent years by its forays in 
Yemen, a blockade of Qatar, and the killing of Jamal Khashoggi).

Overtaking Dubai as the key regional business hub in the Middle East may be a step too far. Dubai 
has accumulated years of experience working with a diverse range of foreign companies, has a clear 
first-mover advantage as a regional business hub and has a plan in place to cement its dominant 
position in sectors for the future. Whatever the outcome, it seems likely that there will be a more 
even split of regional headquarters in the Middle East and more collaboration between key regional 
business hubs in areas of common interest, rather than outright competition or an unrewarding “race 
to the bottom”. 
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