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Background 

Saudization (or the Nitaqat Programme) is a central labor policy developed by the Ministry of 
Human Resources and Social Development (“MHRSD”). The aim is to boost employment 
opportunities for Saudi nationals and promote their representation within the workforce in the 
Kingdom of Saudi Arabia.  

Historically the private sector operating in Saudi Arabia tended to employ a high percentage of 
foreign workers at the expense of the labor market for domestic workers leading to high 
unemployment, low productivity and positions of responsibility occupied by American, European, 
or Asian executives.  
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Therefore, the MHRSD implemented the Saudization scheme whereby employers in the private 
sector are assigned a color based on their percentage of domestic employees. “Red” status is 
assigned to any employer who does not comply with the minimum Saudization ratios and is the 
lowest rating. Red zoning prohibits an employer from hiring new foreign employees, renewing 
work permits, opening a new business or branch and accessing certain government ministry 
functions until the ratio is improved. Conversely, the highest status is “Platinum” giving 
employers expedited visa services, additional visas upon request and the ability to change the 
profession of visa holders (amongst other benefits).  

The first amendment to the Nitaqat Programme of 2021 arose on 26th January when the MHRSD 
cancelled the previous “Yellow” band and implemented six categories: “Platinum”, “High Green”, 
“Medium Green”, “Low Green” and “Red”.  Whilst “Yellow” was previously the band above 
“Red”, from 26th January 2022 companies were forced to improve their status to at least “Low 
Green” or they would be considered “Red” and deemed non-compliant.  

The latest update 

The MHRSD issued Ministerial Resolution number 182495 dated 23 May 2021 to further enhance 
the Nitaqat Programme, taking effect from 1 December 2021 (the “Update”). Whilst adjustments 
to the Saudization thresholds have been experienced frequently, the latest Update is more 
significant and aims to provide a further 340,000 jobs to Saudi workers by 2024 in the private 
sector. To this effect, the Update implements three central principles as outlined below. 

A fixed three-year plan  

The MHRSD would previously amend the Saudization rates and quotas on an ad-hoc basis which 
caused sudden jolts to the labor market and inevitable volatility. The latest Update addresses this 
much bemoaned pattern by providing a three-year planned increase whereby employers can 
calculate and forecast their Saudization requirements for the next three years and thereby recruit 
additional Saudi workers in advance if necessary. Although the Update contains year-on-year 
rises, employers will appreciate the predictability brought by this advanced warning. 

Simplifying the regulation 

Previously employees were classed in one of eighty-five (85) categories. Since the Update, the 
number of categories has been condensed to thirty-two (32) thereby simplifying the Programme 
for employers. Foreign employees are also benefiting from the wider job categorization when 
transferring between employers since the process of changing job is easier when the category of 
the new position is deemed the same as that already listed on the employee’s visa/iqama.  
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Elimination of employer size categorization 

The previous Saudization policy was based on the size of the employer whereby companies would 
be categorized as Small (6-49 employees), Medium (50-499 employees), Large (500-2999 
employees) or Giant (3000+ employees). Employers would thereby be required to employ 
different percentages of Saudi employees based on their size band. Often this resulted in 
hesitancy and firms would stick on threshold numbers of employees to avoid employing a sudden 
influx of Saudi workers.   

This size banding has been abolished and replaced with a linear calculation (see formula below) 
to overcome the stickiness problem faced by companies. This now allows for a steady rate of 
increase which is proportionate to the total headcount of the organization and avoids obligatory 
jumps in Saudi employees. 

 

Y = M log (X) + W 

Y = minimum Saudization for the position or sector 

M = a fixed value of curve applicable to the position / sector contained in the MHRSD Manual 

X = total number of workers employed 

W = fixed value for Saudization (increasing every year for three years)

 

For example, when the number of employees moves from 49 to 50, the company does not shift 
from Small to Medium thereby requiring an influx of Saudi employees but rather the Saudization 
rate continues to grow considering the one additional employee. 

Employers with five or less employers are still exempt from the Programme with the exception 
that they must employ at least one Saudi employee.  

 100% sectors 

Other private sector positions remain wholly reserved for Saudi workers. Certain jobs in tourism, 
retail sectors (perfume, mobile phones, car rentals, female clothing), restaurants, malls, cinemas, 
remote customer service and human resources remain reserved for Saudi employees only at the 
exclusion of any foreign competition. Moreover, certain regions have their own restrictions (Hail, 
Gizan, Al Medina, Al Baha, Northern Borders, Al Qusaim and Nagran) whereby foreign workers 
are excluded in whole or part from filling certain positions.  
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Recently secretarial services, translation, storekeeping, and data entry roles have also been 
restricted to 100% Saudis by the MHRSD, taking effect on 8 May 2022. 

Conclusion 

As the Kingdom of Saudi Arabia drives towards Vision 2030 and seeks to diversify beyond oil and 
into future industry, manufacturing, tourism and education a balance will need to be struck 
between promoting the domestic workforce and recruiting the necessary talent from abroad. On 
this basis the labor laws and immigration regime of the Kingdom will undoubtably further 
advance. Particularly, if global and regional headquarters are to be lured away from the UAE.  

For example, Kafalah, the Saudi sponsorship system has recently reformed whereby employer 
approval is no longer required to obtain an exit and re-entry visa and foreign workers are able to 
transfer employment between private sector employers.  

The MHRSD has also recently released the Temporary Work Visit Visa (“TWVV”) for all Saudi 
employers holding at least Medium-Green status. The TWVV permits employers to hire foreign 
nationals for short-term periods, up to ninety (90) days, whereby the employee can exit and re-
enter multiple times.  

Looking to the future, we expect to see more foreign friendly initiatives in industries where skills 
are most in demand whilst we expect other industries to remain protected where there is a 
surplus of local candidates.  
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