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Introduction 
 
The economic horsepower of the GCC states is in the region of ¼ trillion 

dollars strong.  The Saudi economy contributes two thirds, or about US$180 

billion. 

 

Oil dominates 1/3 of the GDP.  The Saudi public sector's share is currently to 

the tune of 21 percent, leaving the remaining 44 percent to the private sector. 

In 1970,  the distribution was 58 percent oil-based, 12 percent represented 

the contribution of state owned economic establishment, and 29 percent was 

the share of the private sector.  

 

The service sector contributes more than US$80 billion. It adds about 48 

percent to the economy. Its contribution is twice that of mining, refining, 

manufacturing, utilities (gas, water, and electricity), and construction 

combined. 

 

The total workforce is more 7.6 million.  It is estimated that 2/3 of the 

workforce is foreign.  Approximately 50 percent works in personal and social 

services.  Around 1.5 million earn their living in the trade sector, and roughly 

another 1.5 million in manufacturing and agriculture. Unemployment rate is 

officially estimated at 8.34 percent, year-end 2001, or about 500 thousands, 

based on official statistics. 

 

Is the sky falling?  
 

Generally, the Saudi economy generates jobs. The average was about 140 

thousand jobs annually, for the period 1994-1999. The issue is that we keep 

one and “export” one. There is reason to believe that this “sharing” strategy 

cannot be in the best interest of the country. Jobs creation, as a rule, is a 

function of local factors of productions; namely, public services, private 

capital, and entrepreneurial skills. Consequently,  jobs shall not be given up 
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voluntarily, as a matter of convenience, or preference. Additionally, it is 

untypical of economies, including G-8 and OECD member states, to open 

their job markets to expatriates. Foreign workers are admitted on as needed 

basis.  

 

The current inflow of new entrants into the job market is estimated to average 

at 160 thousands a year. The two basic pillars of the "Saudiization" policy is to 

re-claim jobs filled by expatiates as well as keeping most of the jobs that 

newly generated. The unemployment rate went up in the last few years 

because the policy wasn't fully implemented. The plan was to reclaim 320 

thousand jobs over the period 1995-1999. By the end of 1999, the expatriate 

workforce cultivated an additional 60 thousand jobs on top of the 320 

thousand were planned to be filled by Saudis. In short, Saudi job seekers lost 

about 380 thousand employment opportunities. 

 

Turning Saudi Labor Policy Inside Out! 
It is a well-established fact that Saudi Arabia is hungry for economic growth. 

The need is growing stronger by the day, due to local and global economic 

changes that require timely economic reforms and creative initiatives. In 

addition, the urge is fueled by a population growing at an average rate of 

about 3 percent per annum, two fifths of which is below 15 years of age, 

asking for education, training, and ultimately jobs. Conversely, the economic 

performance is lagging behind, it averaged about 1.1 percent for the second 

half of the nineties, and less than one percent for 2002. 

 

When it comes to human resources, the need for swift and painful reforms is 

essential for a variety of reasons; one of them is related to efficient use of 

endogenous resources. The second is linked to the balance of payments as 

funding foreign transfers of expatriates consume about one third of oil 

revenues. The third is connected to social welfare and combating poverty. 

 

Naturally, structural economic reforms include abolishing distorted market 

configuration. The exercise is pertinent to all markets, including labor, 
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financial, and product. Reforms cannot be complete without comprehensive 

utilization of ICT and implementing stringent system of corporate and public 

governance.  

 

It is worth emphasizing that information, computer and telecommunication 

(ICT) sector is set to play a pivotal role in turning around the Saudi socio-

economic prospect. ICT is the backbone of the knowledge-based economy. In 

Saudi Arabia, the penetration of ICT is in the initial stages. Job and business 

opportunities are abound. Mature and well-coordinated initiatives are 

necessary to develop the prospects into an economic reality.  

 

Undoubtedly, the IT industry is human-based. It is the core of the “new 

economy” and tightly related to the traditional economic sectors. 

Nevertheless, Saudi Arabia requires a coherent effort to leapfrog. Not only 

that, but the view of the venture capitalists and IT professionals is cluttered by 

a network of unknowns, as follows: 

 First, the absence of a clear IT strategy. 

 Second, the unjustified absence of a human resources development 

strategy.  

 Third, a hesitant and undetermined strategic stance from expatriate 

workforce. 

 Fourth, undefined relationship between growth in non-national 

workforce and the escalating unemployment among indigenous 

population. 

 

The aim is to device a strategy so all forces work in harmony, toward 

achieving economic growth, and realizing modernization.  It is widely 

accepted that shying away from  earnestly tackling the fundamental issues 

would only add to the risks of economic marginalization externally and 

societal volatility internally. This is a factual threat in the era of globalization. 
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The Saudi HR Paradox 
The paradox is clear; a growing percentage of inexperienced unemployed 

nationals in a country flooded with an expanding expatriate workforce. 

 

 Even though government services represent close to 20 percent of GDP, 

Saudi government has limited capacity to develop citizens into skilled 

professionals. Additionally, the private sector, whose contribution is better 

than 40 percent of GDP, is tilted toward “plug-and-play” attitude. This “don’t 

have” on part of the government, “cannot afford” on the part of the private 

sector, trusts the substantial challenge of developing Saudi human capital, by 

and large, to the unemployed individuals. 

 

Since governments’ programs are not enough to go around all applicants, 

there is real risk of sending a strong negative message to the youth: “it’s your 

problem, go solve it.”  It may be argued that it is risky for societies with severe 

labor shortage not to offer the development of indigenous human resources 

the unqualified priority.    

 

Human Resources Policy 

 

Globally, the mantra "recruit, retrain, and retain " characterizes one of the 

primary business issues confronting Saudi Arabia. 

 

It is widely believed that continuous development and accumulation of human 

capital is the basic survival strategy in the era of globalization, Internet, and 

dominance of knowledge-based economic activities. It is more so in the case 

of Saudi Arabia where dependence on expatriates is structural in all sectors. 

ILO states in one of its documents that “with rapid changes, preparation for 

employment can no longer be regarded as a "once and for all" process that 

ends with initial education and training. Strategies are needed to ensure that 

training goes beyond this and develops an ongoing "capacity for the renewal" 

of the knowledge and skills of workers. Continuous training and learning is 
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increasingly seen as a major, if not the main, vehicle for individuals to improve 

their chance for decent work throughout their lifetime.1”  

 

Initiative for Skill Development and enhancement: 

 Training of Executives and Managers, 

 Knowledge managers/ experts, 

 Technical Staff- infrastructure/telecoms, 

 Content Developers, 

 Vocational Training. 

 

 

                                    
1 International Labor Organization, Report 2001. 


