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Executive Summary
Saudi Arabian Labor Market Overview
• Saudi Arabia possesses a workforce of 11.91 million, up from 11.26 million in the last year. Nearly, 94% of the country’s workforce works
as employees
• The most prominent characteristics of the Kingdom’s labor market are very high presence of foreign labor, low female participation, and high
unemployment among the Saudi Arabian nationals
• The market characteristics for Saudi nationals are vastly different from those for expatriate market. As a general rule, Saudi nationals expect
relatively higher salaries, have a comparatively underdeveloped skill set and are mobile, in terms of shifting jobs
• Males form 84% of the country’s labor force, while females account for the remaining 16%. Among the males, the participation stands at 78%,
whereas among females, it is a mere 18%
• Saudi Arabia’s workforce has a very high percentage of people below the age of 40, which means the future supply of workers is not under
immediate threat
• Approximately one-third of the workforce is employed by the public sector, while the remnant works for the private sector. Expatriates have a
minimal representation in the country’s public sector and almost all of them work in the private sector. Saudi Arabian nationals have a very strong
preference to work in the public sector, and there exists among them a perceptional bias against working for private employers
• Although the Kingdom’s overall unemployment is low at 5.7%, the unemployment among the Kingdom’s nationals is much higher at nearly 12%.
In addition, unemployment is much more prevalent among the youth of the nation
• The Saudi Arabian labor market faces several challenges, such as lack of suitable jobs in the private sector, high unemployment of
Saudi nationals compared to expatriates, high youth unemployment, low female participation, and job placement & matching

Talent Management
• Saudi Arabia has a vast untapped reservoir of human resources, with a high percentage of young people fit to enter the workforce
• So as to generate more jobs and bring about economic stability, the government is investing heavily in Small–Medium Enterprises (SMEs) and
the private sector
• There exists a wide gap between the education, received by the country’s population and the skills demanded by the industry
• The government has passed various regulations to better manage the country’s talent pool
• Various frameworks, such as a stringent visa process for foreigners, the Human Resource Development Fund (HRDF) and Nitaqat, have been put
in place to increase the ratio of locals in the workforce
• For the benefit of the national population, minimum wage has been introduced as well as deportation laws for non-compliant expatriates have
also been created

Compensation
• The average salaries for employers in Saudi Arabia vary between ~SAR 833 (USD 222) and ~SAR 140,000 (USD 37,340). Generally, the salaries
in the public sector tend to be higher than those of the private sector, but this wage gap has reduced over the years
• Moreover, Saudi Nationals enjoy much higher salaries in the private sector compared to their foreign counterparts
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Introduction
Saudi Arabia, besides being the cradle of Islam, is the world’s largest oil producer. It is the largest country in the Arab Middle East, spread over an
area of 870,000 square miles, equivalent to 70% of the Arabian Peninsula. The modern nation was established in 1932 by King Abdulaziz Al-Saud,
and it is presently being ruled by its seventh king, King Salman bin Abdulaziz Al Saud, the current Custodian of the Two Holy Mosques, who took
the throne in January 2015, after the demise of his brother, King Abdullah bin Abdulaziz Al Saud.
The Kingdom presently has a population of 32 million compared with 27 million in 2010, and the rapidly growing population is quite young, with
46% being below the age of 25. The Kingdom’s population has grown at a Compound Annual Growth Rate (CAGR) of 3% since 2000, and it is
estimated to touch 40.4 million by 2025. This can majorly be attributed to the growth rate in the expatriate population, which has overtaken the
growth of the Kingdom’s nationals.
The expatriate population has registered a growth of 4% per year since 2000 against a 2% annual growth in the number of Saudi nationals.
Expatriates have, therefore, become a vital cog of Saudi Arabia’s economy and constitute a substantial share of the 11.3 million labor population
and their mounting numbers indicate a robust progress and appeal of the Saudi Arabian economy.

Figure 1: Saudi Arabian Population (2010–2025)
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Figure 2: Population by Nationality (2015)
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The development of private business has fueled the rise in demand for expatriates, primarily because they possess skills not available locally.
On the other hand, two-thirds of employed Saudi nationals work in the public sector constituting over 87% of the employed personnel, whereas
83% of workers in the private sector are non-local.
Economically, Saudi Arabia is the world’s 19th largest economy, in terms of Gross Domestic Product (GDP), accounting for 1.2% of the world’s GDP.
The oil sector accounts for a significant share of the Saudi Arabia’s overall GDP, being the largest, and by far the most fruitful sector, generating
43% of the country’s real GDP. However, the importance of branching out the economy away from its traditional contribution from the oil & gas
sector is extremely important from the Kingdom’s point of view. Other sections of the economy have kept pace in the recent years, and their
contribution to the country’s GDP is steadily on the rise for instance. The non-oil private sector accounted for 41% of nominal GDP in 2014 and
has been on the rise ever since.

Figure 3: Share of GDP among Sectors
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The Kingdom is in the process of undergoing a makeover on both social and economic fronts. The labor market’s standing and the practice of
employing the country’s local population are critically essential for the country’s development. Employment serves as the cornerstone for a nation’s
economic evolution, and it is a crucial parameter in building a developed nation, which is why it is pegged among the highest priorities throughout
the developing, emerging, and the developed world.
Though, currently, the public sector provides most of the employment opportunities for Saudi nationals, future plans aim to:
• Develop the private sector as an attractive place to work
• Develop Saudi Arabian workers as a suitable hiring option
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Structure of Saudi Arabia’s Labor Ministry
The Ministry of Labor (MoL) outlines and oversees the country’s labor market. It has been highly active in the development of the Saudi Arabian
economy by channeling investments and defining labor policies. The MoL, along with its sister agencies, takes charge of the Saudi Arabian labor
market, and these entities are collectively referred to as MoLplus.

Ministry of Labor (MoL)

General Organization for
Social Insurance (GOSI)

HRDF

Technical & Vocational
Training Corporation (TVTC)

• MoL itself is in charge of formulating labor laws, developing policy, regulating the labor market, compliance, inspections, international labor
affairs, communication, and social dialog
• GOSI takes charge of social insurance, including private sector pensions, occupational hazard insurance, and unemployment insurance.
It executes the social insurance law, implements social insurance rules and regulations, collects contributions from the employers, and pays
benefits to entitled personnel and their family members
• HRDF is focused on human capital development in the Kingdom, especially in the private sector. It runs various programs for the skill
development of the workforce, organizes unemployment assistance programs, such as Hafiz, and issues grant to those involved in the training
and employment of workers in the private sector
• TVTC is responsible for providing technical and vocational training to the youth of the country, in aspects, such as preparatory training, vocational
preparation, and on-the-job training. It falls under the authority of the MoL as well as the Ministry of Social Affairs
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The Labor Market
3.1 Overview
Saudi Arabia’s total labor workforce, both Saudi nationals and non-Saudi nationals, was 11.91 million in H1 2015, up from 7.95 million in 2010,
grown at a CAGR of ~8% during this period, and it is expected to reach ~17.9 million by 2025. Out of the total workforce, employed people
account for almost 94%.

Figure 4: Total Labor Force (15 years and above) (2015)
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The most prominent characteristic of the Saudi Arabian labor market is the fact that it is highly constituted of foreign labor, especially in the private
sector. Saudi Arabia is undergoing a major economic transformation, which has subsequently led to an increased demand for labor. In the recent
past, this demand has been satisfied by an influx of skilled expatriates, who currently constitute ~33% of its population.
Despite the large volume of an expatriate workforce, Saudi Arabia’s overall labor force participation rate in 2015 at 53.6% was among the lowest
for G20 nations, which have an average of 60%. One of the primary reasons for this is that out of the 10.3 million Saudi Arabian women, only
1.8 million are part of the labor force, which goes to show that a mere 18% of the Kingdom’s females are part of the workforce. On the other hand,
out of the male population in the country, 78% are participants of the workforce. The overall unemployment level in the Kingdom currently stands
5.7%, but the percentage of Saudi nationals unemployed is as high as 12%, indicating that the low unemployment figure of the country is primarily
driven by foreign labor. The unemployment rate of Saudi nationals is relatively high by the international standards, and hence the government has
been making efforts to address the issue with programs, such as Nitaqat, that aims to increase the number of locals working in the private sector.

Figure 5: Saudi Nationals Labor Force (15 years and above) (2011–2025)
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Number of Expatriates (Million)

Figure 6: Expatriate Labor Force (2009–2015)
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Having such a large expatriate workforce has given rise to two distinct labor markets, with very different characteristics in the Kingdom, one for
Saudi nationals and another for expatriates. For instance, the average monthly salary for Saudi nationals is SAR 4,800 (USD1280), whereas that
for foreigners is SAR 938 (USD 250). In addition, there is no unemployment among the expatriate workforce because all foreign nationals are
required to possess a job contract at all times while they are in the country. This greatly reduces the mobility of foreign workers compared to
Saudi nationals, who can change jobs much more easily.
The construction, wholesale trade, and manufacturing sectors are the top recruiters for foreign nationals. Thus, it is evident that one of the reasons
for high unemployment among Saudi nationals, especially in the private sector, is the high attractiveness for the large number of foreign workers
because they work at significantly lesser salaries and are tied to work with their sponsors as opposed to Saudi nationals.

3.2 Gender Divide in the Saudi Arabian Workforce
84% of the total Saudi Arabian labor force is accounted for by men, with women occupying a mere 16% of the share. Out of the 10.3 million
Saudi Arabian women, only 1.8 million are part of the labor force, which goes to show that a mere 18% of the Kingdom’s females are part of
the workforce. On the other hand, out of the male population in the country, 78% are participants of the workforce. The prevalent culture in the
Kingdom explains the low involvement of women in the Saudi Arabian workforce, and the Kingdom receives very few female expatriates willing to
work in the country. Moreover, a higher number of males in the Kingdom opt for higher education compared to women, and thus the latter finds
lower employment opportunities because locals with secondary and bachelor degree education are the highest employed personnel in Saudi
Arabia. These two education segments make up ~70% of the employed workforce in the country.

Figure 7: Labor Force by Gender (2015)
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3.3 Age Group of the Saudi Arabian Workforce

Labor Force (thousand)

Figure 8: Total Labor Workforce by Age Group (2015)
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The volume of employees aged between 25 and 30 constitutes to ~80% of the total employed workforce in Saudi Arabia. Nearly, 60% of the
employees in that age bracket are foreigners, mostly employed by the private sector. Locals in the age group of 25–45 account for almost 70%
of the employee population, and they primarily work in the public sectors, such as public administration, education, and defense. Riyadh, Makkah,
and Eastern Province have the largest number of Saudi Arabian labor workforce, having the lowest unemployment rate in the country.

Figure 9: Saudi Nationals – Labor Force by Age Group (2015)
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3.4 Workforce in the Public and Private Sectors

Employed (million)

Figure 10: Labor Market Segmentation (2014)
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From the above graph, Saudi Arabian nationals find widespread employment in the public sector, while non-Saudi nationals in the public sector are
almost negligible. In 2015, Saudi nationals constituted to ~95% (1.16 million) of the total number of employees in the public sector. It has been
estimated that between 2015 and 2025, 84,000 new jobs in the public sector would be created in for Saudi Arabian nationals/annum against
103,000 jobs created/annum between 2006 and 2014. The primary reason for the drop in job generation is the tight fiscal balance, owing to
lower oil revenue.

Labor Force (thousand)

Figure 11: Saudi and Non-Saudi Nationals Labor Force in the
Public Sector (2010–2014)
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In the private sector, non-Saudi nationals make up ~78% of the total employee volume. The sectors of agriculture, manufacturing, construction,
and transportation largely employ foreign nationals, while the locals prefer working in the public sector, due to the public sector being considered
more prestigious. The total number of jobs created in the private sector between 2006 and 2015 was 214,000/annum. It has been estimated that
this figure would reach 265,000/year during 2016–2025.
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Figure 12: Saudi and Non-Saudi Nationals – Workforce in the Private Sector (2015)
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The demand for skilled workforce continues to be far greater than the Saudi Arabian nationals supply, and as businesses grow more complex and
refined, the demand for skilled labor is expected to grow even higher.

3.5 Unemployment
The overall unemployment rate (for both Saudi and non-Saudi nationals) was around 5.7% during H1 2015, which is below the international
average, and it is considered to be healthy. However, the unemployment rate for Saudi nationals stood at 11.6% in H1 2015, due to the limited
job creation in the public sector. The Saudi nationals’ unemployment rate fell slightly during H1 2015, down from 11.7% in H2 2014, despite the
Year-on-Year (Y-o-Y) growth in total Saudi nationals’ employment. This indicated a positive employment scenario in the environment of a non-oil
economy and in the private sector as well. The slow growth in the Saudi Arabian employment was chiefly due to reduced hiring in the public sector,
as employment growth in the private sector continues to be robust.
Saudi Arabia has been successful to a certain extent in increasing the workforce participation rate within the country, but despite a large number
of jobs being created, a large volume of young people have still not been engaged by the private sector, and therefore, the total number of
unemployed people has risen slightly.
As in various G20 nations, the young population and women have higher than average unemployment rates. Providing employment opportunity
for both the groups is a priority for the government, and this can only be achieved by training the youth to respectable international standards and
by increasing female participation.
The resolution of these issues is vital for the sustainable economic success of the young and rapidly growing Saudi Arabian population.
Even though government sectors, such as education, public administration, and defense, are among the primary employers for Saudi Arabians,
these will not be able to grow indefinitely, and thus most of the jobs required for the growing Saudi Arabian population will have to be created in
the country’s private sector, where the number of Saudi Arabian workers is relatively less.
The 13 regions of Saudi Arabia are completely different from each other and are therefore at different stages of development in the job market.
From the following table, it can be seen that the unemployment rate varies from 4% to 20% across the country. Al-Jouf, in the north of the country,
has the lowest overall unemployment rate, whereas the highest regional unemployment rate is in the Northern Frontier.
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Table 1: Unemployment Rate for Saudi Nationals by Region (H1 2015)
Region

Unemployment Rate (%)
Male (%)

Female (%)

Average (%)

Al-Jouf

3

9

4

Tabuk

5

29

10

Ai Madinah

6

45

15

Makkah

5

27

10

Al-Baha

3

34

11

Asir

5

27

9

Jizan

6

27

9

Najran

10

34

15

Eastern region

5

26

9

Al-Riyadh

8

39

16

Al-Qassim

7

32

12

Hail

5

45

13

Northern frontier

9

45

20

3.6 Challenges
In an atmosphere of swift economic growth, cultural tradition, and an extremely young population, the challenges faced by the Saudi Arabian labor
market are highly specific. The most important of those challenges are:

3.6.1 Lack of Competitive and Fulfilling Jobs for Saudi Nationals in the Private Sector
The private sector has grown immensely over the past few decades, yet it is the public sector, which has engaged a large number of the country’s
workforce. As a result, a significant divide is prevalent in the ranks of Saudi Arabian employment, with more than 60% of employed Saudi nationals
working in the public sector. Saudi nationals prefer to work in the public sector, as it is perceived to be more prestigious than working for private
employers. Moreover, in the early stages of a person’s career, the public sector offers better pay and working conditions than jobs in the private
sector. Additionally, average wages in the public sector tend to be higher than those in the private sector, and this gap has widened over time.
Many public sector jobs require 40 hours of work/week or less, while the private sector jobs often demand six days and over 50 working
hours/week. Only very highly qualified candidates are likely to find better entry-level wages and working conditions in the private sector. Another
factor against the private sector is that it does not offer the same level of job security as the public sector and neither do these companies provide
adequate prospects for personal growth through training and guidance.

3.6.2 Saudi Arabian Nationals–Expatriates Employment Gap
Traditionally, the private sector in Saudi Arabia has employed foreign workers heavily. Although the number of locals in the private sector has risen
over the past few years, a large divide between Saudi Arabian nationals and the expatriates still remains. Although the overall unemployment in
Saudi Arabia might be at 5.7%, it is actually primarily Saudi Arabian nationals who are unemployed in larger numbers. For Saudi Arabian nationals
alone, the unemployment share is 12%.
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Moreover, the Kingdom’s nationals and expatriates vary on two crucial parameters, namely skills and salaries. As is evident from the graph above,
Saudi Arabians outnumber expatriates only in medium-skill jobs. For low-skill jobs, foreign nationals are willing to work at relatively lower salaries,
and usually, the locals are also reluctant to work in these positions. On the other hand, for high-skilled jobs, there is a dearth of properly skilled
local labor, prompting a high demand for skilled non-Saudi Arabian workers. Employers often report that the lack of proper preparation and skills
makes it more appropriate for them to fill employment positions with foreign workers who are perceived to be more competent. With the private
sector in the country continuously expanding Saudi Arabian workforce needs to grow their skill set, so as to decrease the country’s dependence
on foreign workers.
Secondly, labor laws considerably restrict the employer’s capacity to control and discipline the workforce. The private sector managers experience
a considerable difficulty, due to the norms of employee protection in the labor law. Nearly, all workers work under contracts for a fixed, but generally
renewable term. After three cycles of contract renewals, the workers usually switch to an indefinite duration contract. Such an environment makes
layoffs or termination of poorly performing employees difficult and expensive, since they necessitate buying out of the contract.
Moreover, there is a significant wage gap between Saudi nationals and expatriates, as the latter are much more economical for employers.
To counter this divide, the Kingdom needs to promote the employment of locals in the private sector, by either substituting foreign workers or
creating specific jobs for Saudi nationals. The foreign workers play a vital role in the economy, and the Kingdom aims to provide one of the best
working environments for expatriates, which are required by the country.

3.6.3 Youth Unemployment
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Saudi Arabia possesses a large population of young people, wherein 17 million locals who account for 55% of the population are below the age
of 29. Annually, numerous Saudi Arabian nationals join the workforce, but the youth of the nation is still largely unemployed. Although the total
youth unemployment in 2014 was 30%, the youth unemployment among Saudi Arabian nationals stood as high as 42%. A major driver of the
high unemployment rate is the substantial disparity between the skill set of the Kingdom’s youth and the skills required by the private sector.
The lack of appropriate job skills is an issue prevalent even among graduates and post-graduates, thus disrupting the shift from school to work.
It is worrisome to note that in the age group of 20–24, almost one-third of the Saudi Arabian nationals is neither in education, employment,
or training. Compounding the issue, the youth of the Kingdom has unrealistic expectations of employment, resulting in them being choosy about
jobs, especially those in the private sector. The role of society is also a factor in determining the job choices between the public and private
sectors for many locals. Family traditions of working in the public sector, the social prestige attached with public jobs, and a staunch inclination
for white-collar jobs strengthen the tendency to prefer public jobs. As a result, many young workers often choose to stay jobless until a suitable
public sector opportunity arrives.
Thus, it is important for the government to take initiatives, so as to manage the expectations of its youth population by providing support in the
form of training and mentorship. Additionally, improving job security and working conditions, implementing strategies to create more competitive,
and fulfilling jobs, along with higher wages, would also help in making the private sector more attractive for the youth of the Kingdom.

3.6.4 Lack of Female Participation
Saudi Arabian women represent a reservoir of untapped human resources for the employment sector of Saudi Arabia. Despite being highly
educated and motivated, among the 6.8 million Saudi Arabian women of working age, only 18% participate in the labor force. Even for those
women who actually seek employment, the ratio of unemployment is quite discouraging, indicating that many women who are looking for
employment are also not being able to find jobs. The primary reason for this is the disparity between the skill set of the Saudi Arabian women, and
those demanded by the industry because despite being highly educated, the women tend to focus on skills that are not in demand by employers.
From the recruiters’ point of view, women are considered costly employees, as it requires adjusting the workplace and occasionally sanctioning
maternity leaves and also females seeking jobs find that many workplaces have not been adapted to their requirements. Moreover, the high costs
of traveling and for daycare for their children act as an additional deterrent barrier. Hence, the attractive aspects of public sector employment, such
as flexible working hours and woman friendly environments, drive the Kingdom’s female to exclusively consider employment in the public sector.
Therefore, an important aspect for the Kingdom’s government to focus on would be devising strategies to increase female participation in the
labor force. Many initiatives for the same are already in place, such as a policy to increase female participation in the retail sector and programs to
provide subsidized daycare and transportation facilities. As a result of these efforts, the participation of women in the workforce has risen, although
the growth of availability of jobs for women has not been able to keep pace.

3.6.5 Job Placement and Matching
The Saudi Arabian GDP has grown at a compounded rate of 10% over the last decade, indicating an increase in the number of jobs generated.
Also, the initiatives by the government over the recent years have developed a pool of skilled labor within the Kingdom. However, even despite the
rising supply and demand, imperfect and incomplete information has not allowed full-scale exploitation of the scenario. Employers require updated
information about the skills available in the market.
While job seekers need to determine vacancies and opportunities for their skills, the national labor industry has traditionally relied on personal
networks, resulting in a non-transparent marketplace with little mapping between prospective employers and employees.
Enabling job seekers and recruiters to bridge the supply and demand through a virtual marketplace would be essential for reducing unemployment
and for more appropriate job allocation across the country.
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Talent Management
4.1 Opportunities for Talent Management in Saudi Arabia
Saudi Arabia possesses a vast reserve of human resources, which if optimized can lead to economic growth and development of the country.
There are certain aspects on which the government’s focus could help to derive the maximum output of its large, underutilized, and untapped
talent pool.

4.1.1 Sustainable Job Creation
Figure 15: Employment Growth for Selected GCC Countries (2015)
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It is very evident that, presently, the private sector is not a very attractive working option for many Saudi Arabians. Such a perception has compelled
organizations to employ expatriate labor to serve their needs, thus contributing to a high degree of unemployment among the native youth and
female population of the Kingdom.
Strategic steps, such as improving wages and working conditions within the private sector, along with the creation of fulfilling jobs, responsive
to the expectations of the local population, can change the perception of society toward the private sector and can go a long way in reducing
the extent of unemployment in the Kingdom. Not only will this require the creation of a large number of jobs to accommodate the growing labor
population, but also the jobs thus created should be satisfactory and fulfilling for the Saudi nationals to make a meaningful impact.
Meeting this end would call for extensive understanding of the potential worker groups in the nation, such as the youth and female population of
the Kingdom. It must be understood that the major reasons for the unemployment of these groups are the inappropriate skill sets and the inhibitors
in the working environment. Women are considered to be costly hires, as it require modifying the workplace and occasionally also sanctioning
maternity leaves, whereas women’s requirements are not met in a lot of workplaces. On top of that, the high costs involved for traveling and paying
for daycare for children act as additional barriers.
Therefore, the government needs to ensure that the cost of employing women should be minimized as much as possible, while simultaneously
making the process smoother for women by making transportation, daycare facilities, and workplaces more accessible and conducive. It would
also be imperative to change the perception of recruiters, regarding women’s employability and value in the workplace.
Furthermore, promoting entrepreneurship in the Kingdom would help in increasing the demand for the private sector workforce. This can be
achieved by implementing regulations and laws for the Kingdom to become more suitable for business and employment. The Saudi Arabian
government realizes the importance of these initiatives, and thus business-friendly regulatory environments have been put in place across various
cities in the country.
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4.1.2 Training and Education
It is definitely required to transform the Saudi Arabian workforce into the high-skilled category at par with the international standards, so as to
decrease the Kingdom’s dependence on expatriates for the growth of the economy. Young people in Saudi Arabia require developing skills and
capabilities in demand by the private sector. At present, many youth in the nation are unaware of available career options, and hence they do not
begin to invest in a relevant skill set at a young age. It would greatly empower the youth if the government helps them in making educated career
decisions. Initiatives are in process, so as to reach out to the youth in this regard at all stages of education, namely primary, secondary, and through
university, in order to help them in broadening their prospects and improving their skills for the careers they wish to pursue.

Figure 16: Saudi Nationals Workforce by Education (2015)
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An evaluation of the education profile of the Kingdom’s nationals reveals that there is a discrepancy between the demands of the private sector
and the supply of labor with the appropriate skills. Out of a total of 129,000 tertiary graduates in the Kingdom in 2014, 65.3% were educated in
social sciences and humanities and 16.8% were educated in the engineering and science fields, which are associated with high-skilled sectors.
The pattern of field of tertiary graduates has not changed much over the past decade. The large number of humanities and arts graduates is
indicative of the fact that the locals prefer to join the public sector upon graduation. This situation is expected to change in the coming years, with
the public sector limiting the growth in employment and the private sector’s requirement for specific skill sets.

Figure 17: Number of Student Enrolments in Higher Education (2010–2014)
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Figure 18: Higher Education Enrolment by Degree (2015)
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It has also been observed regularly that Saudi Arabian nationals have had a low involvement in labor intensive industries. The private sectors, with
the largest labor concentration, are wholesale and retail, construction, and manufacturing. In H1 2015, the ratio of the Saudi Arabian nationals in
such sectors was notably lower than in lower labor-intensive sectors.
The ratio of Saudi nationals in the wholesale & retail and construction sectors was a mere 15.8% and 9.2%, respectively, whereas the ratio in
finance and IT stood at 75% and 49.5%, respectively. The low participation of Saudi Arabians in the labor-intensive industries is partly due to a lack
of specific training of Saudi labor. To resolve this issue, the government needs to promote vocational and training programs for the locals, which
it has been doing for several years now, but the results up until now have fallen short of expectations. Student admissions in vocational training
institutes grew by 9.4% and 7.4% in 2013 and 2014, respectively, reaching 145,300 students. The number of graduates from such training
institutes was 28,800 in 2014, a much smaller number considering the annual job requirements that demand such skills.
Another relevant aspect, namely on-the-job training, strives to promote the skill development of those who are about to join the Saudi Arabian
workforce in order to smoothen the transition from education to work. As established, most of the private sector employees in Saudi Arabia are
expatriates with a very well-developed skill set and for Saudi nationals to compete with them. They require developing skills at par with the
international standards. The Kingdom’s government realizes this need, and hence has several programs in place, so as to bridge the gaps between
what young Saudi Arabians learn during education and the actual needs of the labor market. This can also be taken as a step further by organizing
subsidized trainings in the service sector to train the large number of nationals and expatriates currently employed.
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Figure 19: Budget Spending on Education of Selected GCC Countries (2015)

4.1.3 Management of the Saudi-expatriate
Balance
The strong presence of expatriates in the private sector can be
reasonably attributed to the fact that they are a more attractive
proposition for the employers, owing to the lower costs involved in
hiring them and their traditionally higher levels of skill. Policies need
to be employed to reduce this gap between the two sets of workers
keeping both the parties in mind, so as to incentivize Saudi Arabia’s
employment, yet maintaining high levels of skill and efficiency.
The Kingdom has already implemented various programs to increase
the employment of the Kingdom’s nationals in the private sector with
various incentives for companies hiring local population, but it must be
noted that the expatriate population of the Kingdom forms an integral
part of the economy and their interests may also not be compromised.

4.1.4 Provision of an Open and Socially
Protected Market
Once Saudi Arabia’s local population has been properly trained to suit
private employment, it is critical to put them up in jobs best suited to
their skills. The government is investing in mechanisms to establish
a well-ordered system for matching recruiters with potential recruits.
This would ensure that participants in the market find an effective
structure for employment bringing about Saudi Arabia’s development.
A specific priority is allocating job seekers from the Hafiz (unemployment
assistance) program, especially Saudi youth, to the right passage for
entering the workforce.
The market’s efficiency in matching the right talent with the right
job can also be increased with dialog from key players during the
policymaking process, so as to facilitate the generation of ideas.
Saudi Arabia has built a portal where the government, workers, and
employers can discuss labor market issues and policies, but it is still in
the early phases of application.

4.2 Governmental Regulations for Talent
Management
4.2.1 Regulations for Saudization
The biggest hurdle for the Saudi Arabian labor market is its
over-reliance on expatriates filling most of the private sector jobs,
which has translated into a high unemployment rate for Saudi nationals
in the private sector. Initiatives, executed by the government over the
last couple of years, have primarily targeted at narrowing the skills and
wage gap between Saudis and expatriates as well as to address Saudi
Arabian labor’s preference for the public sector jobs. In the bid to boost
employment opportunities under Saudization (the official national policy
of replacement of expatriate workers with the Kingdom’s nationals in
the private sector), the Saudi labor law has the retirement age at 60.
The Kingdom has employed a three-way plan of actions for increasing
the recruitment of nationals in the private sector, namely quotas,
financial aid & sponsorship for training, and a work visa framework
that hampers the employment of expatriates. Since 2011, these efforts
by the government have begun to reap a positive impact on the overall
trends in the employment of Saudi nationals.

4.2.1.1 Nitaqat
The Nitaqat is a tiered quota system that penalizes businesses that
fail to meet the required quota of Saudi national employees with
progressive restrictions for immigrants. The initiative has been very
effective in increasing the employment of Saudi nationals ever since its
implementation. Nitaqat was introduced by the MoL in June 2011 and
categorized all companies into four zones, namely red, yellow, green,
or platinum, based on the percentage of Saudi nationals the company
employed. Each zone had either incentives or penalties that could even
lead to the closure of the company.
Nitaqat caused a large transformation in the labor market, as most
companies were found to be in the red zone, which meant that they
did not meet the required percentages of Saudi national employees in
their company, and hence were obligated to hire more locals, so as to
stay in operation. This caused both the wage rate and the Saudi labor
force to rise as well as unemployment to drop. The government officials
continue to manipulate the program and raise quotas.

4.2.1.2 Human Resource Development Fund
(HRDF)
The HRDF is an incentive initiative for employers to train Saudi nationals
for work. The HRDF acts as a middleman cum project manager of
vocational training for recruiters in Saudi Arabia. Employers are urged
to sign up locals in several vocational training programs compensated
by the HRDF, while the participants registered receive a salary from the
company during training and the HRDF compensates the employer up
to 50%.
Furthermore, Saudi Arabia is looking to raise financial support for
businesses, especially for SMEs and simultaneously maintain a
competent banking system to support the private sector. The fruits of
this policy would be visible in a growing level of job creation and an
increasing quality of jobs. To realize this, the following commitments
are made:

Fiscal Policy
•
Continuing to raise the capital of several government credit
institutions, so as to meet the growing demand for loans granted by
these institutions
• Handling budget surplus in ways that can bring about good economic
returns

Monetary Policy
• Adoption of monetary tools, so as to achieve a growth of domestic
liquidity at rates that can sustain economic activity and preserve
price stability
• Adoption of measures to uphold the stability of the banking system
and increase its efficacy and competency
• Provision of support to commercial banks. Commercial banks are
the key component of the financial system, as banks hold more than
90% of the financial system’s assets
• Development of the capital market in order to make it more effective
and empowered to back the evolution of the private sector
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Inflation
• Investments in the private sector are one of the most effective tools for developing economically and being at par with the global standards and
Saudi Arabia having realized this, has increased investment in order to develop the economy
• The Kingdom has also expanded its volume of public–private partnerships in order to implement projects and to develop the health, education,
and social development sectors
• The government has also established investment councils across different regions in order to stimulate and grow investment across the country.
Each council is mapped with the Saudi Arabian General Investment Authority (SAGIA) and would work to support investment in its region,
overcome difficulties, and develop the investment setting

4.2.1.3 Work Visa System
Saudi Arabia is known to have one of the most extensive visa systems in the world, and it has a strong reputation for discouraging the immigration
of workers. Visa applications are classified by nationality and occupation, along with special emphasis laid on educational qualifications, and any
applicants that do not fit the criteria are clearly rejected. Moreover, the procedure requires lengthy planning processes, since visas are approved
in large blocks that must be consumed before applying for another block. With such a strict and rigid visa structure in place, recruiters in the
Kingdom are driven to hire from a much smaller pool of expatriates with national population becoming the obvious choice for quick replacements.

4.2.2 Minimum Wage in Saudi Arabia
The government of Saudi Arabia had never imposed a minimum wage, but in September 2012, it was declared that Saudi nationals working in
the public sector would be entitled to a minimum wage of SAR 3,000 (USD 800)/month, and the private sector was also urged to put the new
regulation in practice. Subsequently, the minister of labor passed a new regulation stating that any local employee of the private sector working
at below the minimum wage would not be counted in Nitaqat, and hence the particular employee would not help a company to get out of the red
zone. The imposition of a respectable minimum wage made a higher number of Saudi Arabians willing to work. With the surge in demand for local
employees, due to Nitaqat, an increasing number of the Kingdom’s population found jobs.

Figure 20: Average Pay Rise by the Sector in Saudi Arabia (2015)
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The construction sector offers the highest pay rise in Saudi Arabia, which stood at 10% in 2015, and it has increased by ~2.5% compared to the
previous year, as employers compete for talent to deliver large-scale infrastructure projects. Not surprisingly, the oil & gas sector is expected to
have the lowest pay rise, with slower growth and job loss. Employers in Saudi Arabia reported plans to create jobs in 2016, mostly at a lower rate
than the previous years. In 2016, headcount hiring is expected to decrease to 53%. The healthcare sector is expected to hire more professionals
in 2016, with 79% of the firms expecting to hire more talent, due to a steady increase in the healthcare spend.
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4.2.3 Deportation Laws
Since November 2012 up to the present, >1 million foreign workers in Saudi Arabia have been deported, due to the implementation of new
laws. According to these laws, all expatriate workers are allowed to work only with their sponsor, and anyone found employed by a different
company would be deported. Moreover, every foreign employee in the Kingdom is obligated to obtain a work permit for an annual fee of
SAR 2,440 (USD 650), with the earnings being channeled to the Saudi Human Resources Development Fund, which works on training
Saudi Arabians to enter the workforce. Although, some of these laws were already in place earlier, but they were not being executed as efficiently
and so, the MoL, along with the Ministry of Interior Affairs, looked into improving the efficacy of the laws, and thereby employing 1,000 new
inspectors. Revised fines and jail terms were given to those found guilty under these laws, and as a result, the supply of expatriate workers reduced
by nearly 20%. The sudden fall in supply resulted in a dearth of workers, and hence wages and employment of Saudi nationals rose.

4.3 Impacts on Productivity
The aforementioned discussion goes to show that:
• Wages rose for both the Saudi and the expatriate labor forces
• There was a contraction in the size of the labor force, due to the deportation taken place over the last couple of years coupled with a significant
fall in unemployment in the Kingdom.
However, a large volume of well-paid unskilled locals entered the workforce, which could turn out to be a burden for the private sector.
Therefore, the government should factor in the possibility of lower productivity in the private sector, which could, in turn, have an unfavorable effect
on people’s income, potentially causing supply-side inflation. Furthermore, salaries could drop back down if productivity falls, forcing companies
to tone down their operations in order to comply with the higher overheads of Saudization.
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Compensation
5.1 Compensation Statistics
Salaries across the gulf region increased at an average rate of 6.9% in 2015 compared to 6.7% in the previous year. Average pay in Saudi Arabia
decreased by 0.4% and reached to ~7.1% in 2015 compared to the previous year. However, Qatar has the highest pay rise in 2015 at 8.3%.

Figure 21: Average Pay Rise for Selected GCC Countries (2015)
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The average salaries for employers in Saudi Arabia vary between ~SAR 833 (USD 222) and ~SAR 140,000 (USD 37,330). The following table
shows the detailed list of average salaries in different sectors in Saudi Arabia:
Table 2: Average Monthly Salaries for Jobs in Various Sectors in Saudi Arabia
Accounting and Finance (average salary: ~SAR 1,000–116,667)
Position

Average Salary (SAR)

Average Salary (SAR)

Financial assistant

5,000

Accounting clerk

1,935

Financial accountant

5,475

Junior staff accountant

3,390

Financial analyst

15,232

Accountant

6,500

Financial manager

20,966

Accounting assistant

7,107

Financial controller

21,631

Management accountant

7,167

Financial adviser

30,000

Assistant accounting manager

11,000

Financial director

93,889

Senior accountant

12,092

Chief accountant

17,460

Accounting manager

18,128
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Position

Engineering (average salary: ~SAR 1,000–90,000)
Engineering technician

3,304

Production engineer

6,950

Manufacturing engineer

5,000

Work planner

7,150

Quality assurance engineer

6,356

Product engineer

7,600

Highway engineer

6,625

Industrial engineer

8,017

Cost engineer

8,200

Equipment engineer

9,190

Purchasing engineer

8,254

Materials engineer

9,200

Maintenance engineer

9,000

Technical engineer

9,517

Electrical engineer

10,603

Instrumentation engineer

10,542

Field engineer

10,062

Design engineer

11,846

HVAC engineering

12,178

Mechanical engineer

13,520

Civil engineer

15,638

Project manager

22,308

Marine engineer

25,000

Field engineering manager

60,000

Construction (average salary: ~SAR 1,000–100,000)
Foreman

3,370

Inspector

4,750

Health and safety officer

4,500

Technical draughtsman

5,500

Land surveyor

7,517

Engineer

9,418

Field engineer – construction

7,658

Installation manager

10,000

Technical officer

7,900

Quantity surveyors

10,765

Electrical engineer

8,260

Civil engineer

11,885

Purchasing manager

9,000

Project coordinator

13,025

Construction coordinator

13,583

Site engineer

20,558

Project engineer

13,797

Construction manager

21,210

Project planner

15,500

Project manager

23,198

Tendering manager

16,000

Construction estimator

23,575
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Manufacturing (average salary: ~SAR 1,500–43,573)
Production supervisor

3,300

Production engineer

10,701

Logistic coordinator

4,250

Product manager

13,000

Testing technician

4,325

Quality control manager

15,340

Logistics clerk

4,900

Production manager

15,413

Quality control inspector

7,400

Manufacturing engineer

16,941

Lift truck operator

8,000

Key account manager

26,500

Production engineer

9,125

Manufacturing manager

27,200

Maintenance manager

10,000

HSE manager

35,000

Materials supervisor

10,427

Materials supervisor

10,427

Others (average salary: ~SAR 1,000–125,000)
Cleaning and housekeeping

3,245

Public relations

11,444

Courier/delivery/transport/drivers

5,144

Customer service and call center

11,477

Government and defense

6,000

Science and technical services

11,909

Administration/reception/secretarial

6,540

Teaching/education

12,007

Electrical and electronics trades

8,033

Environmental

12,083

Food/hospitality/tourism/catering

8,301

Quality control and compliance

12,577

Automotive

8,769

Pharmaceutical and biotechnology

12,737

Import and export

9,419

Gardening/farming/fishing

12,953

Care giving and child care

10,000

Real estate

13,028

Advertising/graphic design/event management

10,184

Facilities/maintenance/repair

14,539

Information technology

15,211

Media/broadcasting/arts/entertainment

18,408

Sales retail and wholesale

15,579

Health and medical

18,656

Human resources

15,793

Bilingual

19,931

Counseling

15,800

Oil/gas/energy/mining

20,108

Marketing

16,026

Law enforcement/security/fire

20,500

Purchasing and inventory

16,367

Business planning

22,817

Insurance

16,594

Fashion and apparel

24,000

Telecommunication

17,062

Airlines/aviation/aerospace/defense

25,236

Architecture

17,106

Banking

26,363

Media/broadcasting/arts/entertainment

18,408

Executive and management

35,208

Sources: Hays, Salary Explorer
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5.2 Wage Disparity
The private sector in Saudi Arabia is known to hire the very best of talent for its operations, but owing to the initiatives taken by the government to
discourage hiring from outside the Kingdom, the demand for qualified local talent has risen quite dramatically. The managerial position’s wages in
the private sector for even marginally accomplished Saudi Arabians are rising swiftly, due to the high demand. As a result, the wage gap between
the public sector, which traditionally gave much higher salaries than the private employers and the private sector have fallen over the past couple
of years.

Ratio

Figure 22: Ratio of the Public Sector to the Private Sector Wages
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Furthermore, it has been observed that the wage differential between Saudis and non-Saudis working in the private sector has narrowed over the
past few years, although the extent is quite insignificant. It has been observed that average monthly salaries for locals working in the private sector
increased from SAR 5,171 (USD 1380) in 2013 to SAR 5,519 (USD 1470) in 2014, registering a 6.7% Y-o-Y growth, while average salaries for
expatriates rose from SAR 1,489 (USD400) to SAR 1,636 (USD 440) during the same period, registering a Y-o-Y growth of 12.2%.

Figure 23: Ratio of Wages and Employees – Private Sector (2009–2015)
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Conclusion
Saudi Arabia has a robust labor market with vast, underutilized resources, and a strong workforce supply for the future. Political stability and
rewarding compensation opportunities continue to attract foreign talent to the country’s workforce and expatriates from a sizeable portion of the
workforce, especially in the private sector. Compensation packages continue to be handsome, even despite the disparity in pay between Saudi
nationals and expatriates.
The government has been focusing on increasing the ratio of Saudi Arabians in the workforce, and this has brought about a rise in wages, better
job opportunities for the local population in the private sector, albeit at the cost of a risk of decreased productivity, due to the increasing volume of
low-skilled labor in the workforce. The Saudi Arabian government is working efficiently to put mechanisms in place to overcome few challenges
that face the labor market and for the optimal management of the country’s talent.
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Glossary
Acronym

Expansion

CAGR

Compound Annual Growth Rate

CDSI

Central Department of Statistics & Information

GCC

Gulf Cooperation Council

GDP

Gross Domestic Product

GOSI

General Organization for Social Insurance

HRDF

Human Resource Development Fund

MoL

Ministry of Labor

SAMA

Saudi Arabian Monetary Agency

SAR

Saudi Arabian Riyal

SAGIA

Saudi Arabian General Investment Authority

SME

Small–Medium Enterprise

TVTC

Technical & Vocational Training Corporation

USD

US Dollar

Y-o-Y

Year-on-Year
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About Jeddah Chamber
The Jeddah Chamber of Commerce & Industry is one of the oldest
business and service organizations in the kingdom. It was established by a
royal decree, dated Safar 1365 H \ January 1946 G. Since then, with the
efforts of 20 sessions of the Board of Directors and experience extending
more than 60 years, the chamber has been serving the national economy
and business community, contributing to its development and progress.
The Jeddah Chamber has a strategic location, next to the Ministry of
Trade & Industry and the Ministry of Culture & Information, overlooking
the Jeddah Islamic Port. This location gives it a significant economic
dimension, makes it one of the significant landmarks of the Bride of
the Red.
The chamber strives to take care of its members’ interests and provide
distinguished services to them to contribute to the development of the
western province’s economy. A number of administrative and organizational
developments have been devised to enhance the services provided to the
members. Among the most, the chamber now has branches in province’s
different governorates, like Al Qunfidhah, Al Lith, and Rabigh, to provide
services to the business community.
From this standpoint, the chamber launched the Jeddah Economic Gateway (JEG), which is an economic online reference point
that collects and classifies various economic and investment information under one roof. JEG includes more than 2,400 reports
and studies, 65,000 statistical tables, in addition to more than 51,000 tenders and investment opportunities, and much more.
JEG provides the business community in Jeddah in particular, and KSA in general, with the best information services and it
empowers the decision-making process through the wealth of information that it provides.
For more information, please visit www.jeg.org.sa
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