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Executive Summary

The Kingdom of Saudi Arabia in 2025 stands at a pivotal moment of profound economic and
social transformation. Driven by the ambitious Vision 2030 framework, the nation is executing
a decisive pivot away from its historical reliance on hydrocarbon revenues, creating a
landscape of unprecedented opportunity for international investors. The macroeconomic
outlook for 2025 is robust, with real Gross Domestic Product (GDP) growth forecast to
rebound strongly to between 3.6% and 4.6%, a recovery powered almost exclusively by a
vibrant and rapidly expanding non-oil private sector.! This dynamism is fueled by a
combination of strategic government spending, record-high private consumption, and a surge
in foreign direct investment, which grew 24% in 2024 against a backdrop of declining global
flows.’

This state-funded metamorphosis, architected by the Public Investment Fund (PIF), is giving
rise to multi-billion-dollar markets in sectors that were nascent less than a decade ago.
Tourism and hospitality, entertainment, advanced manufacturing, logistics, and a burgeoning
digital economy are now the primary engines of growth. The Kingdom's commitment to
sustainability is equally ambitious, with a national goal to generate 50% of its energy from
renewable sources by 2030, creating one of the world's fastest-growing markets for green
technology.’

For Scandinavian companies, this conjuncture represents a generational opportunity. The
Kingdom's strategic priorities—sustainability, technological innovation, quality of life, and
advanced industrialization—align seamlessly with the core competencies of Scandinavian
industry. Expertise in renewable energy, smart city solutions, sustainable design, healthcare
technology, and digital services is in high demand.

However, capitalizing on this potential requires a nuanced understanding of the local context.
Market entry involves navigating a sophisticated regulatory environment, adapting to
demanding localization policies ("Saudization") that prioritize national employment, and
engaging with a business culture where long-term relationships are the bedrock of
commercial success. This report provides the definitive strategic roadmap for Scandinavian
enterprises, offering a data-driven analysis of the macroeconomic landscape, a deep dive into
the most promising sectoral opportunities, and a practical playbook for navigating the



complexities of market entry and achieving sustainable growth in the heart of the new Middle
East.

1. The Kingdom at a Crossroads: 2025 Macroeconomic
Landscape

The Saudi Arabian economy enters 2025 with renewed vigor, characterized by a powerful
non-oil sector that has become the primary engine of national growth. After a period of
moderated expansion due to strategic oil production cuts, the economic indicators for 2025
point towards a significant acceleration, underpinned by fiscal stability, controlled inflation,
and a demographic profile that offers both a vast consumer market and a growing talent pool.

1.1 An Economy in Transformation: The Non-OQil Engine Fires Up

The defining economic narrative for Saudi Arabia in 2025 is the robust performance and
increasing dominance of its non-oil economy. Following a relatively sluggish 2024, where
overall real GDP growth was estimated at 2.0% due to OPEC+ oil production cuts that saw oil
GDP contract by 4.4%, the economy is poised for a significant rebound.’ Forecasts for 2025
real GDP growth vary, with the International Monetary Fund (IMF) projecting a solid 3.6%,
while the Saudi Ministry of Finance (MoF) and the World Bank offer more optimistic outlooks
ranging from 4.6% to 4.9%."

This acceleration is almost entirely attributable to the non-oil sector, which is expected to
continue its strong trajectory with growth of 3.4% to 3.6% in 2025, building on the impressive
4.5% expansion seen in 2024." This sustained momentum is powered by resilient domestic
demand, which has pushed private consumption to all-time highs. A clear indicator of this
consumer strength was the 16% year-on-year increase in point-of-sale transactions recorded
in 2024.% The non-oil private sector has firmly established itself as the core driver of the
economy, with its contribution to total GDP surpassing the 50% mark for the first time—a
landmark achievement for the Vision 2030 diversification agenda.® An additional tailwind is
expected from the gradual phasing out of OPEC+ voluntary production cuts, scheduled to
begin in April 2025, which will boost oil GDP and support headline growth figures into 2026.’

The divergence in GDP forecasts between international bodies and domestic institutions
offers a strategic lens through which to view the market. The IMF's more conservative 3.6%



projection can be interpreted as a reliable baseline, incorporating potential global headwinds
such as trade tensions or weaker-than-anticipated oil demand." In contrast, the higher
forecasts from the MoF and World Bank reflect a deep confidence in the domestic non-oil
economy's capacity to absorb and amplify the massive scale of state-led investment.® This
gap of approximately one percentage point can be viewed as a "Vision 2030 premium"—the
additional growth generated by the Kingdom's unique, state-driven transformation model that
traditional macroeconomic models may not fully capture. For Scandinavian companies, this
provides a clear risk/reward framework: the IMF forecast represents a stable foundation, while
the domestic forecast indicates the significant upside potential contingent on the continued,
successful execution of government projects.

1.2 Fiscal Strategy and Public Finance: Investing Through the Deficit

Saudi Arabia's fiscal strategy for 2025 reflects a calculated balance between maintaining
long-term fiscal sustainability and deploying its considerable financial strength to fuel
economic diversification. The national budget, approved in November 2024, projects total
revenues of SAR 1,184 billion against total expenditures of SAR 1,285 billion.? This results in a
planned deficit of SAR 101 billion, equivalent to a manageable 2.3% of GDP.? This represents a
fiscal consolidation compared to the estimated 2024 deficit of SAR 115 billion (2.8% of GDP)."

The budget demonstrates a clear commitment to strategic priorities. The largest sectoral
allocations are directed towards Military (SAR 272 billion), Health and Social Development
(SAR 260 billion), and Education (SAR 201 billion), underscoring the government's focus on
security, human capital, and quality of life.? To finance this deficit, the government will
leverage domestic and external borrowing, a strategy that allows it to fund transformative
projects without drawing down its substantial government reserves.®> Consequently, public
debt is projected to rise modestly to a still-sustainable level of 29.9% of GDP in 2025, up from
26.2% in 2024.

It is crucial to interpret these consecutive budget deficits not as a sign of fiscal weakness, but
as a deliberate and strategic policy choice. The Kingdom is leveraging its robust sovereign
balance sheet—characterized by low public debt relative to G20 peers and vast foreign
reserves covering over 14 months of imports—to accelerate its economic transformation.' The
IMF has endorsed this approach, noting that despite the emergence of twin deficits (fiscal
and current account), the overall outlook remains favorable, buttressed by "strong buffers and
impressive reform momentum"." For Scandinavian investors, this fiscal posture signals a stable
and predictable environment for long-term planning. It ensures that funding for the
giga-projects and sectoral development initiatives that create vast downstream opportunities
for suppliers and service providers is secure and not contingent on volatile, short-term



fluctuations in oil prices.

1.3 A Stable Foundation: Inflation and Monetary Policy

A key pillar of Saudi Arabia's attractive investment climate is its remarkable price stability. The
Kingdom consistently maintains one of the lowest inflation rates among G20 countries.” After
averaging 1.7% in 2024, the Consumer Price Index (CPI) is projected to remain well-contained
in 2025, with forecasts ranging between 2.1% and 2.3%.

The primary driver of this modest inflation has been the housing, water, and electricity
component, which rose significantly due to increases in actual housing rents (up 6.8%
year-on-year as of April 2025)."° This has been offset by deflationary pressures in other key
sectors, including transportation and communications, which has helped keep the headline
rate low."” This stability is anchored by prudent monetary policy from the Saudi Central Bank
(SAMA) and the long-standing currency peg to the U.S. dollar, a policy the IMF continues to
deem appropriate for the Saudi economy.' This low and stable inflation, coupled with low
lending costs, creates an exceptionally conducive environment for both private sector
investment and robust consumer consumption.’

Indicator 2024 (Est.) 2025 (Proj.) 2026 (Proj.) Source(s)
Real GDP 2.0% 3.6% - 4.6% 3.9% - 4.5% L
Growth (%)

Non-0Oil GDP 4.5% 3.4% - 3.6% 3.5% [
Growth (%)

Oil GDP -4.4% ~4.0% ~4.9% - 6.7% !
Growth (%)

Avg. CPI 1.7% 21% 2.0% [
Inflation (%)

Fiscal -25%1t0-2.8% | -2.3% to -3.9% !
Balance (% -4.0%

GDP)




Public Debt 26.2% - 29.3% 29.8% - 29.9% 32.6% !
(% GDP)

Unemployme 3.5% - 3.9% ~3.5% N/A !
nt Rate (%)

1.4 The Human Capital Equation: A Young, Diverse, and Evolving
Workforce

The demographic landscape of Saudi Arabia is a critical factor shaping its economic future.
The Kingdom's total population is estimated to be between 37 and 38 million in 2025,
comprising a dynamic mix of Saudi nationals (approximately 55.6%) and a large expatriate
community (44.4%).%> The most defining characteristic is its youth: over 60% of the population
is under the age of 34, with a median age of just 29.6 years.” This profile presents a dual
opportunity: a massive and growing consumer market, and an expanding domestic talent
pool.

Vision 2030's social and economic reforms have had a profound impact on the labor market.
Female participation in the workforce has surged to 34%, a significant increase that is
unlocking new economic potential.?® Concurrently, unemployment among Saudi nationals has
fallen to a record low of 7.7%, contributing to an exceptionally low overall unemployment rate
of just 3.5%." This creates a vibrant but highly competitive environment for talent. Fueling the
consumer side of the equation, per capita disposable income is forecast to grow by a healthy
6.3% between 2024 and 2029, further bolstering private consumption.?’

For Scandinavian companies, this demographic reality presents a strategic paradox. On one
hand, the young, digitally native, and increasingly affluent population represents a prime
target market for consumer goods and services. On the other hand, this same demographic is
the central focus of the government's intensive "Saudization" policies, which mandate
increasingly strict quotas for hiring Saudi nationals.?® This creates a fundamental tension: the
very factor that makes the market so attractive also gives rise to its primary operational
challenge. A successful market entry strategy, therefore, cannot be limited to selling

to Saudis; it must be fundamentally built around employing and developing them. Proactively
planning for knowledge transfer, establishing local training programs, and forging
partnerships with Saudi educational institutions is no longer just a compliance issue. It is a
strategic necessity that transforms a potential regulatory burden into a competitive
advantage, building crucial goodwill and ensuring long-term operational viability in the



Kingdom.

2. Vision 2030: The Engine of National Transformation

Vision 2030 is more than a policy document; it is the central organizing principle of modern
Saudi Arabia. Nine years since its launch, the vision has transitioned from a set of ambitious
goals into a tangible, nationwide program of action that is fundamentally reshaping the
Kingdom's economy, society, and global standing. For any company considering entry into the
Saudi market, aligning with the objectives of Vision 2030 is not merely advisable—it is
essential for long-term success.

2.1 Nine Years On: From Ambition to Action

The progress of Vision 2030 is quantifiable and impressive. As of the latest 2024 progress
reports, between 84% and 87% of all initiatives under the vision are either completed or on
track, demonstrating a high degree of execution capability.® Key performance indicators
(KPIs) across various sectors are consistently being met and often exceeded. For instance, the
number of foreign Umrah pilgrims reached 16.92 million, significantly surpassing the 2024
target of 11.3 million.”” Similarly, the rate of Saudi home ownership climbed to 65.4%,
exceeding the 64% target for the year.”’

These metrics are complemented by major strategic wins on the global stage, such as
securing the rights to host the FIFA World Cup 2034 and the launch of groundbreaking
sustainability initiatives like the National Red Sea Sustainability Strategy.?® This sustained
momentum provides a powerful signal of stability and predictability to international investors.
The vision's core economic goal—to diversify the economy—is also bearing fruit. The private
sector's contribution to GDP has successfully reached the 45% target set for 2023 and is on a
clear path toward the ultimate 2030 goal of 65%.%

2.2 The Public Investment Fund (PIF): Architect of the New Economy

At the heart of Vision 2030's implementation is the Public Investment Fund (PIF), the
Kingdom's sovereign wealth fund. The PIF has been transformed from a relatively passive



holding company into one of the world's most active and influential investors, acting as the
primary financial engine for the national transformation. Its assets under management (AUM)
have grown exponentially, reaching SAR 2.81 trillion (approximately USD 750 billion) and
surpassing its 2023 target.?® The fund is on a trajectory to reach its ambitious 2030 AUM
target of SAR 10 trillion (approximately USD 2.7 trillion).

Crucially, the PIF's role extends far beyond that of a traditional sovereign wealth fund. It is an
active architect of the new Saudi economy, creating entire industries from the ground up. It is
the driving force behind the Kingdom's giga-projects—NEOM, Red Sea Global, Qiddiya, and
Roshn—and a key investor in strategic sectors such as defense localization, automotive
manufacturing, and digital infrastructure.’ The PIF's strategy is to act as a catalyst, making the
foundational, large-scale investments that de-risk these new sectors, thereby "crowding-in"
and attracting private domestic and foreign capital as partners. For Scandinavian companies,
this means that partnering with a PIF-owned or PIF-backed entity is often the most direct and
effective route to participating in the Kingdom's largest and most strategic opportunities.

2.3 Attracting Global Capital: Foreign Direct Investment (FDI) Trends

A key measure of Vision 2030's success is its ability to attract international capital. On this
front, the results are compelling. In 2024, Foreign Direct Investment (FDI) inflows into Saudi
Arabia surged by 24% to reach SAR 119 billion (USD 31.7 billion), comfortably exceeding the
National Investment Strategy's annual target.” This performance is particularly noteworthy as
it occurred during a period when global FDI flows contracted by 11%, positioning the Kingdom
as a resilient and attractive destination for investment.®’

The sectoral breakdown of these inflows provides a market-validated indicator of which parts
of the diversification strategy are gaining the most significant international traction. In 2024,
the manufacturing sector was the largest recipient, attracting SAR 35.12 billion, or 29% of the
total. This was followed by wholesale and retail trade (15%), construction (15%), and financial
and insurance activities (14%).” This pattern suggests that while emerging consumer-facing
sectors like tourism and entertainment are generating significant buzz, the largest
international capital commitments are currently being made in the "hard" economy—the
industrial, commercial, and financial backbone required to build and supply the new Saudi
Arabia. For Scandinavian firms specializing in industrial technology, advanced materials,
logistics, and financial services, this data confirms that they operate in a priority investment
area with proven foreign appetite, signaling a mature ecosystem and a clear path to market.
The government's long-term goal is to elevate FDI's contribution to 5.7% of GDP, with annual
inflow targets set to climb to SAR 388 billion (approximately USD 103 billion) by 2030.*



3. High-Growth Sectors: Mapping the Opportunity

Landscape

The diversification strategy at the core of Vision 2030 has ignited rapid growth across a
multitude of non-oil sectors. For Scandinavian companies, these burgeoning markets
represent the primary avenues for entry and expansion. The following analysis provides a
data-driven overview of the most dynamic sectors, highlighting their scale, growth trajectory,

and alignment with Scandinavian industrial strengths.

Management

Sector Market Size Projected Key Source(s)
(2025 Est.) CAGR Scandinavian
(2025-2030) Alignment
ICT & Digital USD 55-60 8.5% - 9.2% Smart City &8
Economy Billion Tech, loT,
Cybersecurity,
SaaS
E-Commerce USD 28 Billion 12.1% Logistics Tech, e
Fintech, Digital
Marketing
Tourism & ~USD 55 Billion | 9.5% Sustainable L
Hospitality (based on Tourism,
2024 data) Luxury
Hospitality,
Experience
Design
Entertainmen USD2.8-5.5 9.1% - 11% Themed &
t& Billion Entertainment
Amusement Design,
Gaming Tech,
Event




Renewable 10.27 GW 23.3% Wind Turbine 39
Energy (Volume) / Tech, Solar
(Capacity) 42.4% (Value) Components,

Green

Hydrogen, Grid

Management

3.1 The New Frontiers: Tourism, Hospitality & Entertainment

Perhaps the most visible transformation in Saudi Arabia is the emergence of vibrant tourism,
hospitality, and entertainment sectors. Fueled by sweeping social reforms and over USD 800
billion in earmarked government investment, these industries are experiencing explosive
growth.”’ The Travel & Tourism sector's contribution to GDP was forecast to reach SAR 498
billion (approximately USD 133 billion) in 2024 alone.*' The hospitality market, valued at USD
48.6 billion in 2024, is projected to grow at a compound annual growth rate (CAGR) of 9.5%
through 2033.%" Similarly, the entertainment and amusement market is set to more than
double, growing from approximately USD 5 billion in 2024 to USD 11 billion by 2033, reflecting
a CAGR of 9.1%.%

This expansion is driven by the Kingdom's ambitious new target of attracting 150 million
tourists annually by 2030.%" A crucial development is the rapid growth of leisure travel, which
has become the fastest-growing segment of inbound tourism, signaling a successful
diversification away from the traditional dominance of religious tourism.*? This demand is
being met by the development of entirely new destinations through giga-projects. Qiddiya is
being built as a global capital of entertainment, sports, and culture, featuring a Six Flags
theme park and the region's largest waterpark, Aquarabia.?’ Along the coast, Red Sea Global
and Amaala are creating ultra-luxury sustainable tourism resorts, while the ancient city of
AlUla is being developed as a world-class heritage and cultural destination. This wave of
development creates immense opportunities for Scandinavian firms in sustainable hotel
design, luxury hospitality management, themed entertainment, and event production.

3.2 The Digital Kingdom: ICT, E-commerce & Fintech

Saudi Arabia is rapidly transforming into a leading digital economy. The Information and
Communications Technology (ICT) market is estimated to be worth between USD 55 billion



and USD 60 billion in 2025 and is forecast to grow at a CAGR of approximately 9% to exceed
USD 93 billion by 2030.** This growth is built upon a foundation of world-class digital
infrastructure, the result of over USD 24.8 billion in investment over the past six years. This has
led to 99% internet penetration and 77% 5G network coverage, far surpassing the global
average.®

This digital backbone is fueling a boom in e-commerce. The market is projected to expand
from USD 28 billion in 2025 to nearly USD 50 billion by 2030, at a robust CAGR of 12.1%.>°
Consumer behavior has shifted decisively online, with data showing that 91% of the Saudi
population shops online regularly.** This digital shift has, in turn, accelerated the adoption of
fintech solutions. The digital payments market is forecast to grow at 13.6% annually, with
digital wallets like Mada Pay and Apple Pay being the fastest-growing segment. Their share of
online retail transactions is expected to climb from 24% to 36% by 2025.%° For Scandinavian
tech companies, this creates a wealth of opportunities in areas such as Software as a Service
(SaaS), cloud computing, cybersecurity, IoT for smart cities, e-commerce logistics, and
payment gateway solutions.

3.3 The Green Transition: Renewable Energy

The Kingdom's commitment to diversifying its energy mix is creating one of the world's most
dynamic renewable energy markets. Driven by the National Renewable Energy Program, Saudi
Arabia has set a target of generating 50% of its electricity from renewable sources by 2030.°
This ambitious goal is catalyzing exponential growth in capacity. The market's installed
renewable capacity is projected to nearly triple, growing from 10.27 gigawatts (GW) in 2025 to
29.27 GW by 2030, representing a volume-based CAGR of 23.3%.° In value terms, the growth
is even more dramatic, with a projected CAGR of 42.4% over the next decade.*”

The Kingdom's geography, with its high solar irradiation levels, makes solar power the
dominant renewable source, with numerous large-scale solar farms under development.*
However, the wind energy sector is the fastest-growing category, with projects like the 400
MW Dumat Al Jandal wind farm demonstrating the viability of wind power in the country's
northern regions.*® This energy transition opens up the entire value chain for investment.
Opportunities abound for Scandinavian companies with expertise in wind turbine technology,
solar photovoltaic (PV) module manufacturing, advanced grid management systems, energy
storage solutions, and the nascent but strategically vital green hydrogen sector.

3.4 Building the Future: Advanced Manufacturing, Logistics &



Construction

A central pillar of Saudi Arabia's economic diversification is the development of a
sophisticated industrial base. The National Industrial Development and Logistics Program
(NIDLP) is driving this transformation, contributing SAR 986 billion (USD 263 billion) to the
non-oil GDP in 2024 alone.” The government's National Strategy for Industry is exceptionally
ambitious, identifying over 800 distinct investment opportunities valued at USD 273 billion and
aiming to increase the number of factories in the Kingdom to 36,000 by 2035.®

A key focus of this industrial strategy is the adoption of Fourth Industrial Revolution (4IR)
technologies. National initiatives such as the Saudi Advanced Manufacturing Hub (AMHUB)
and the Future Factories Program, which aims to support the automation of 4,000 factories,
are actively promoting this shift.*’ This creates strong demand for Scandinavian solutions in
industrial automation, robotics, artificial intelligence in manufacturing, and loT-enabled supply
chains.”' The construction sector is both a primary driver and a major beneficiary of this
industrialization push. The unprecedented scale of the giga-projects is creating massive,
long-term demand for advanced and sustainable building materials, sophisticated logistics
and supply chain management, and world-class project management expertise.>

4. The Giga-Project Frontier: NEOM and the Future of
Development

At the apex of Saudi Arabia's transformative ambitions lies NEOM, a project of unparalleled
scale and vision. More than just a new city, NEOM is conceived as a blueprint for the future of
sustainable living, industry, and innovation. For international companies, particularly those at
the cutting edge of technology and sustainability, NEOM represents both a significant market
and a unique platform for partnership and development.

4.1 An Overview of a Global Game-Changer

NEOM is a USD 500 billion futuristic region being developed in the northwest of Saudi Arabia
along the Red Sea coast.” Backed by the PIF, it spans an area of 26,500 square kilometers
and is being built from the ground up to be powered by 100% renewable energy.> It is



designed as a "living laboratory," intended to pioneer new models of urbanism and economic
development that can be scaled globally.> The project is structured as a collection of distinct
but interconnected regions, each with a specific purpose: THE LINE, a revolutionary linear
city; Oxagon, a floating industrial hub; Trojena, a mountain and ski resort; and Sindalah, an
ultra-prime luxury island destination.>* While the project's ambitious timelines have faced
international scrutiny, satellite imagery and official announcements confirm that large-scale
construction is visibly advancing, particularly at the port of Oxagon and the infrastructure
spine for THE LINE.>®

4.2 Deconstructing the Opportunity: THE LINE, Oxagon, Trojena

Each of NEOM's regions presents a distinct set of opportunities for specialized Scandinavian
firms:

e THE LINE: This is NEOM's most iconic and ambitious component—a 170km-long,
200m-wide cognitive city that will eventually house 9 million residents on a footprint of
just 34 square kilometers.” Its design eliminates cars and roads, with all essential daily
amenities accessible within a five-minute walk. A high-speed rail will run the length of the
city, connecting end-to-end in 20 minutes.>’ The opportunities here are vast, spanning
advanced and modular construction techniques, Al-powered city management systems,
sustainable water and waste solutions, vertical farming, and innovative public transit
systems.

e Oxagon: Envisioned as a next-generation industrial hub, Oxagon is designed as a
floating, octagonal city and an advanced, automated port. It is strategically located on
the Red Sea, through which 13% of global trade passes.®® Oxagon will focus on clean and
advanced industries, including green hydrogen production, modern methods of
construction, robotics, and sustainable food production. Opportunities are concentrated
in port automation, advanced logistics and supply chain technologies, specialized
manufacturing, and marine engineering.>

e Trojena: Located in the Sarwat Mountains, Trojena will be a unique year-round
destination offering outdoor skiing, water sports, and hiking. It is set to host the 2029
Asian Winter Games, a testament to its ambitious development plans.> The opportunities
in Trojena are centered on luxury and adventure hospitality, entertainment design, and
specialized construction techniques for extreme mountain environments, all with a focus
on sustainability.

4.3 Partnering for Innovation: The NEOM Investment Fund (NIF)



The NEOM Investment Fund (NIF) is the dedicated venture capital and strategic investment
arm of NEOM. Its mandate is to invest in globally competitive, technologically advanced
companies that can help accelerate the development of NEOM's 14 priority sectors, which
range from biotech and energy to media and tourism.>® The NIF actively seeks global partners
through two primary channels: forming joint ventures to establish operations within NEOM
and making direct venture capital investments in innovative companies worldwide.*® It has
already made strategic investments in pioneering firms in fields such as electric air mobility
(Volocopter), autonomous driving technology (Pony.ai), and next-generation Al accelerators
(Memryx).%®

For high-tech Scandinavian startups and scale-ups, the NIF offers a unique and potentially
de-risked "side door" into the Saudi market. A traditional market entry approach involves
navigating the full MISA licensing process, identifying local partners, and building a business
from the ground up—a capital- and time-intensive endeavor. The NIF's explicit mission,
however, is to identify and fund global innovators whose technologies can be deployed at
scale within NEOM. A partnership with or an investment from the NIF provides not only capital
but also a guaranteed anchor client (NEOM), a clear and immediate use case for the
technology, and the high-level government backing that can significantly smooth the path
through regulatory and bureaucratic hurdles. This transforms the market entry dynamic from
a "push" (where the company tries to force its way into the market) to a "pull" (where it is
actively invited in as a strategic technology partner). Specialized Scandinavian firms in areas
like green tech, smart city solutions, or biotech should therefore consider a targeted
"NEOM-first" strategy, pitching their value proposition directly to the NIF.

5. Market Entry Playbook for Scandinavian Enterprises

Successfully entering and operating in the Saudi Arabian market requires a clear
understanding of the regulatory, fiscal, and cultural landscape. This playbook provides a
practical guide for Scandinavian companies, outlining the key steps and considerations for
establishing a sustainable and profitable presence in the Kingdom.

5.1 Navigating the Regulatory Environment: The MISA Gateway

The primary gateway for any foreign investor is the Ministry of Investment (MISA), which



serves as a "one-stop-shop" to streamline the setup process.* The first step is to obtain a
Foreign Investment License from MISA, a process that typically takes between two and six
weeks, depending on the complexity of the application and the business activity.”’ The most
common legal structures chosen by foreign entities are a Limited Liability Company (LLC) or a
Branch of a foreign company.*’

While Saudi law now permits 100% foreign ownership in the vast majority of sectors, a few
strategic areas remain restricted, including upstream oil exploration, certain security services,
and real estate ownership in the holy cities of Mecca and Medina.®? After securing the MISA
license, the company must then obtain a Commercial Registration (CR) certificate from the
Ministry of Commerce (MoC). Subsequent registrations are required with the Zakat, Tax, and
Customs Authority (ZATCA), the Ministry of Human Resources and Social Development
(MHRSD) for labor file purposes, and the General Organization for Social Insurance (GOSI) for
employee contributions.*’

Step Action Key Body Est. Cost (SAR) | Key
Documents
1 |dentify Internal / Legal | - Business Plan
Business Advisor
Activity &
Choose Legal
Structure
2 Apply for MISA | MISA 2,000+ Parent Co. CR,
Investment Audited
License Financials,
Board
Resolution
3 Reserve Ministry of ~50 -
Company Commerce
Name (MoC)
4 Draft & MoC / Notary Varies MISA License,
Notarize Shareholder
Articles of Info
Association
5 Obtain MoC 1,200 - 2,000/ | MISA License,




Commercial year AoA
Registration
(CR)

6 Register with ZATCA, Varies CR, MISA
Authorities MHRSD, GOSI, License

etc.

7 Open Commercial Varies All above
Corporate Bank documents
Bank Account

5.2 The Fiscal Framework: Taxation and Incentives

Saudi Arabia's fiscal framework is designed to be competitive and attractive to foreign
investors. The standard corporate income tax rate for foreign companies (or the foreign share
in a mixed-ownership entity) is a flat 20% on net adjusted profits.®®* There is no personal
income tax in the Kingdom.®® A Value Added Tax (VAT) of 15% is applied to most goods and
services.®®

A critical consideration for international transactions is the Withholding Tax (WHT), which is
levied on payments made from a Saudi entity to a non-resident entity. The rates vary by
service type: 5% for dividends, rent, and interest; 15% for royalties and technical/consulting
fees; and 20% for management fees.®®

The government offers a powerful suite of incentives to attract strategic investments. A
landmark policy is the Regional Headquarters (RHQ) Program, which offers a 30-year tax relief
package, including a 0% corporate income tax rate, for multinational companies that establish
their RHQ in Saudi Arabia.®® This incentive is strategically crucial, as since January 2024,
government entities are prohibited from contracting with foreign companies that do not have
their regional headquarters in the Kingdom.®? Further incentives are available within
designated Special Economic Zones (SEZs), which can include a 50-year tax holiday, 100%
foreign ownership, and exemptions from customs duties.?

5.3 Building a Team: Labor Laws and Saudization



The Saudi labor law provides a structured framework for employment. For expatriate workers,
a written, fixed-term employment contract is mandatory, typically for a duration of two years,
and must be registered on the government's Qiwa platform.®® The employer is legally
responsible for bearing all costs associated with recruitment, medical examinations, and the
issuance and renewal of the residence permit (Igama) and work permit.®” Significant reforms
in recent years have improved labor mobility, most notably by allowing expatriate employees
to transfer sponsorship to a new employer upon the expiration of their contract without
requiring the consent of their previous employer.®®

The most significant operational challenge in human resources is "Saudization" (Nitagat), the
national policy that mandates quotas for the employment of Saudi nationals in the private
sector.?® These quotas vary by industry and company size and are becoming progressively
stricter. This policy can create challenges in securing visas for expatriate staff, particularly for
roles where qualified local talent is available. Consequently, a successful HR strategy in Saudi
Arabia must be proactive. It requires a genuine commitment to recruiting, training, and
developing a local workforce. For Scandinavian companies, this means investing in local talent
development programs and knowledge transfer initiatives is not just a compliance
requirement but a critical component of a sustainable, long-term business strategy.

5.4 The Competitive Arena and Trade Dynamics

The Saudi market is large, dynamic, and increasingly competitive. The Kingdom's primary
import partner in 2024 was China (USD 55.7 billion), followed by the United States and the
UAE. Its main non-oil export destinations are regional, led by the UAE (USD 18.75 billion),
followed by China and India, reflecting its growing role as a regional manufacturing and
logistics hub.®” An important dynamic in the regional competitive landscape is the intensifying
rivalry between Saudi Arabia and the UAE to be the premier business hub of the Middle East,
with the RHQ program being a key policy in this contest.”

Trade between Saudi Arabia and the Scandinavian nations, while currently modest, reveals a
clear pattern and a significant opportunity. In 2024, Saudi imports from Sweden (USD 1.57
billion), Denmark (USD 1.12 billion), Norway (USD 817 million), and Finland (USD 598.7 million)
far outstripped its non-oil exports to those countries.®” These imports are dominated by
high-value goods such as machinery, pharmaceuticals, electronics, and food products.” This
pronounced trade imbalance points to an established and resilient demand for high-quality
Scandinavian products and technology. This provides a strong foundation for companies to
evolve their strategy from a simple export model to one based on in-country investment. By



establishing local manufacturing, assembly, or service operations, Scandinavian firms can
directly address the Kingdom's strategic goals of localization and industrial diversification.
This move not only reduces logistical costs and deepens market penetration but also aligns
with government procurement preferences, turning a successful export relationship into a
deeply integrated and more profitable local business.

5.5 Cultural Compass: Business Etiquette for Success

Navigating the Saudi business culture is crucial for success and requires a significant
adjustment from the norms prevalent in Scandinavia. While Scandinavian business culture is
often characterized by flat hierarchies, direct communication, and a focus on efficiency, Saudi
business culture is built on a foundation of hierarchy, personal relationships, and a more fluid
concept of time.”’

e Hierarchy and Respect: Saudi society is hierarchical, and this is reflected in business.
Deference to age and seniority is paramount. In any meeting, it is essential to greet and
address the most senior person first, using appropriate titles.”” Decisions are made at the
top and flow down, so gaining the trust of the ultimate decision-maker is key.*

e Relationship Building: Business is personal. Saudis prefer to do business with people
they know and trust. Therefore, the initial meetings are not for transactional discussions
but for building rapport and personal connection.®' Expect extensive small talk, and be
prepared to discuss your family and background. Accepting offers of Arabic coffee or tea
is an essential part of this ritual.” The concept of 'wasta'—leveraging personal
connections—is an influential part of the business landscape.®

e Time Perception: Punctuality is appreciated in foreign counterparts, but meetings may
not start on time. Patience is a virtue. The one exception is prayer times, which are fixed
and must be respected by scheduling meetings around them. All other appointments and
deadlines are often viewed with more flexibility.’’

e Communication Style: Communication is generally indirect and high-context, with a
strong emphasis on preserving "face" for all parties.®® Direct refusals or criticisms are
rare, so it is important to learn to read non-verbal cues and understand what is not being
said.

e Negotiations: The negotiation process can be long and deliberate. Do not try to rush it.
Decisions often require several layers of approval within a bureaucratic structure.®
Repeating your key points calmly and consistently is seen as a sign of confidence and
trustworthiness.”’

e Dress Code: The dress code is conservative. For men, a business suit is standard. For
foreign women, while the abaya is no longer mandatory, modest and conservative
business attire that covers the arms and legs is essential. Carrying a headscarf is



advisable as a sign of cultural respect.”’

6. Strategic Recommendations & Outlook for 2025 and
Beyond

The Kingdom of Saudi Arabia in 2025 presents a business environment of immense scale and
complexity. The opportunities are generational, but the challenges are significant. A
successful strategy requires a clear-eyed assessment of this duality and a commitment to
deep, long-term engagement.

6.1 Synthesizing Opportunities and Risks

The primary opportunity lies in the sheer scale and velocity of the economic transformation.
The alignment between Saudi Arabia's Vision 2030 priorities and the core competencies of
Scandinavian industry is exceptionally strong. Strengths in sustainability, renewable energy,
water management, smart city technology, digital services, and high-end design are directly
applicable to the Kingdom's most pressing needs and largest investment programs. This
creates a unique and powerful competitive advantage. Furthermore, the young, growing, and
increasingly wealthy consumer population provides a lucrative end market for a wide range of
B2C goods and services.

However, these opportunities are balanced by a distinct set of risks:

e Geopolitical Risk: The Middle East remains a region of inherent volatility. While Saudi
Arabia has pursued a more assertive and independent foreign policy, regional tensions,
particularly with Iran, and the ongoing conflict in Yemen can create uncertainty and
impact investor sentiment and supply chain security.®

e Operational Risk: The domestic business environment presents significant operational
hurdles. Navigating a complex bureaucracy, complying with strict and evolving
Saudization labor laws, and meeting demanding local content requirements in
procurement (such as Aramco's IKTVA program) require substantial investment in local
expertise and administrative resources.”

e Execution Risk: The ambition of Vision 2030, particularly the giga-projects, is
unprecedented. Such massive undertakings carry inherent risks of delays, budget
overruns, and strategic recalibrations, as has been publicly acknowledged with projects



like THE LINE.*® Investors must be prepared for timelines and project scopes to evolve.

6.2 The Path Forward: Actionable Recommendations for Scandinavian
Firms

For Scandinavian enterprises looking to capitalize on the Saudi opportunity, a generic market
entry strategy will not suffice. Success requires a tailored approach that acknowledges the
unique characteristics of the market. The following recommendations provide a strategic
framework:

1. Embrace Partnership as a Core Strategy: The adage "who you know is as important as
what you know" holds particularly true in Saudi Arabia. The most effective and de-risked
entry strategies almost always involve a partnership with a strong, reputable local entity
or a PIF-backed company. Such a partnership provides not only market access but also
invaluable 'wasta'—the network and influence needed to navigate bureaucracy, secure
approvals, and build credibility.

2. Align Explicitly with Vision 2030: Frame every aspect of your business proposal—from
marketing materials to investment pitches—through the lens of Vision 2030. Clearly
articulate how your product, service, or technology directly contributes to the Kingdom's
strategic goals, whether in economic diversification, job creation for nationals,
sustainability, or technology transfer. This demonstrates a deep understanding of the
national agenda and positions your company as a strategic partner rather than just a
vendor.

3. Transform Saudization from a Burden to an Advantage: Do not treat local hiring
quotas as a mere compliance checkbox. Instead, make investment in local talent a
cornerstone of your business model. Proactively establish local training academies,
partner with Saudi universities, and create clear career paths for Saudi employees. This
approach not only ensures regulatory compliance but also builds a sustainable
workforce, demonstrates long-term commitment to the Kingdom, and generates
significant goodwill with government stakeholders.

4. Lead with Sustainability and Technology: Saudi Arabia is making multi-billion-dollar
investments to become a leader in renewable energy and sustainable development.
Scandinavian firms are recognized global leaders in this domain. This is your most
powerful competitive advantage. Place your sustainability and ESG (Environmental,
Social, and Governance) credentials at the forefront of your value proposition to
differentiate your offerings and align with the highest levels of the Kingdom's strategic
planning.

5. Adopt a "Dual-Hub" Regional Strategy: The intensifying competition between Saudi
Arabia and the UAE for regional dominance presents both a challenge and an
opportunity.” Rather than choosing one over the other, a sophisticated strategy may



involve leveraging the strengths of both. A company could maintain a commercial and
logistics hub in the UAE's mature, globally-connected ecosystem while establishing a
dedicated, RHQ-compliant strategic headquarters in Riyadh. This dual structure would
enable the capture of lucrative Saudi government contracts while maintaining broader
regional operational efficiency.
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