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Overviev

unemploymen IS an urgent
i government.

means , lower standard of
Igh dependency rate.

dependency rate is high (56 per 100 Saudi
orkers) and 2.4 times the world average.

Saudi Arabia has a structure with an
Increasing number of new labor market entrants, along
with a high population growth rate.

« The Saudi policy of “ " IS one tool for
combating the unemployment issue.
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Population and de

nreefold from 7.3 million in
In 2008 which includes 5.4 million

growth rate is currently 2.3% compared with

a decade ago, due improved standard of living,

gher female education and urbanization.

« The Saudi population is primarily a population
profile, with those under 40 years of age accounting for
/8% or 19.4 million of the population.

e The Saudi population under 15 years constitutes 8
million or 32%, explaining the high dependency ratio.
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Figure 12.1 Saudi Arabia’s population b

gender and nationalit

4 500,000 - _
Saudi males
4,000,000 - |
0O Saudi females
3,500,000 - Nor-Saud |
3,000,000 - O Non-sSau fma es
2,500,000 - B Non-Saudi females
2,000,000 -
1,500,000 -
1,000,000 -
500,000 - e
0 A a =
40-59 above 60
Source: SAMA
© Springer. 2010 (Chapter 12)

(Page-5)



Table 12.1 Demographic trends: A comparison of

and the world

Description Year (Period) Saudi Arab Developing OECD The
Arabia Countries Countries World
Total Population 1975 73 144.4 2972.0 928.0  4076.1
(Million) 2005 23.1 313.9 52150  1172.6 65148
2015 29.3 3804.0 50566.0  1237.3  7295.1
Annual Growth Rate 1975-2005 39 26 19 08 1.6
of Population (%) 2005-2015 2.1 1.9 13 0.5 11
Urban Population 1975 58.3 41.8 26.5 66.9 37.2
(Ratio to Total 2005  g10 55.1 42.7 75.6 48.6
population) 2015 83.2 58.8 47.9 78.2 52.8
Population below 15 2005 34,5 35.2 30.9 19.4 28.3
ears (Ratio to
}Il'otal I(Dopulation) 2015 307 32.1 28.0 17.8 26.0
Fertility Rate 1970-1975 73 6.7 5.4 26 45
(Infants Per Woman) 2000-2005 33 36 29 17 26
Life Expectancy 1970-1975 53.9 51.9 55.8 70.3 58.3
(years) 2000-2005 716 66.7 65.5 77.8 66.0
GDP Per capita (in 2003 9745 5,685 4359 250915 8,229
US $ based on 2004 11111 5,680 4775 27571 8833
pur_chasmg power 2005
parity) 13,645 6,716 5282 29,197 9,543

Source:Central Department of Statistics and Information, Ministry of Economy and Planning
and Human Resources Development Report of 2006, UN Development Program,
SAMA, 20009.
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Human resources a

ountry requires financial

anpower development goals are set
0St recent

um utilization of the national labor force.

nsure harmony between educational and training
programs of Saudis and labor market requirements.

— Provide more employment opportunities in the private
sector.

— Rationalize the recruitment of foreign workers.
— Provide more employment opportunities for women.

— Reduce unemployment levels of Saudis.
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Structure of forecasted S&

forecasted to rise 8.233 million in
lion in 1999.

employed just under 1
/ith 820,000 or 83% being Saudis.

2009 employment is forecasted at
around 48% Saudis, or just under 4 million.

e The largest private sector employment is forecasted in
the building and construction, trade and services and
small scale community and personal services.

« The high value oil and gas and financial sectors
employment forecasted is around 2%

: (Chapter 12)
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Table 12.2. Structure of the forecasted labor marke

Saudis and Non-Saudis (1999-z

1999 2009
No. of % No. of %

Workers  Distribution Workers Distribution
Total Labor Force 7,176.3 100.0 9,221.3 100.0%
Saudis 3,172.9 44.2 4,747.1 98.5%
Non-Saudis 4.003.4 55.8 4.474.2 51.5%
Total Labor at Government Sector 916.2 12.8 988.0 100%
Saudis 716.5 78.2 820.0 82.9%
Non-Saudis 199.7 21.8 168.0 17.1%
Total Labor at Private Sector 6,260.1 87.2 8,233.3 100%
Saudis 2,422.7 38.7 3,927.1 47.6%
Non-Saudis 3,837.4 61.3 4,306.2 52.4%

Source: Ministry of Planning, Seventh and Eighth Development Plan.
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Table 12.3. Sectoral Structure of Total Labor Force Eighth

2004 2009 Change 2004-2009
Number Number Number i
(000) % (000) % (000)  Percent | Rate %
Agriculture 596.7 7.2 602.6 6.5 5.89 0.6 0.20
Non-oil Mining &
Quarrying 17.8 0.2 18.6 0.2 0.88 0.1 0.97
Oil Refining 20.4 0.3 21.3 0.2 0.90 0.1 0.87
Petrochemical Industries 23.2 0.3 26.6 0.3 3.37 04 2.75
Other Manufacturing
Industries 607 7.3 734.4 8 127.40 13.6 3.88
Electricity, Gas & Water 77.3 0.9 76.7 0.8 -0.64 -0.1 -0.17
Building & Construction 1,585.2 19.1 | 17724  19.2 187.18 19.9 2.26
Goods Producing Sectors 2,927.6 363 | 32526 352 324.98 34.6 2.13
Trade, Restaurants & Hotels| 1,137.1 13.7 | 1,4175 15.4 280.31 29.8 451
Transport & Commun. 341.9 4.1 395.3 4.3 53.43 5.7 2.95
Financial Services 47.4 0.6 53.1 0.6 5.77 0.6 2.33
Real-Estate Services 291.9 35 316.4 34 24,51 2.6 1.63
Community & Personal Ser. 2330 28.1 | 2,433.2 26.4 103.23 11.0 0.87
Service Sectors 4,148.3 50.1 | 4,6155 50.1 467.25 49.7 2.16
Total Private Sectors 7,075.9 854 | 7,868.1 85.3 792.23 84.3 2.15
Government Services 1,105.4 13.3 1236.9 134 131.49 14.0 2.27
Non-oil Sectors 8,181.3 98.8 9105  98.7 923.72 98.3 2.16
Crude oil & Gas 100.5 1.2 116.3 1.3 15.72 1.7 2.95
Total Labor 8,281.8 100.0 | 9,221.3 100.0 939.44 100.0 2.17
Source: Ministry of Planning.
© Springer. 2010 (Cngpier 12)
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Wide variance between pla

Saudi labor marke

o correlation between the

structure for Saudis and non-
. this has not been the

of Saudi workers by 2009 in the

/ate sector was 3.927 million and non-Saudis at
4.306 million.

e The work force in 2008 was around 830,000
Saudis and 5.392 million non-Saudis, indicating an
extremely
compared with planned employment.

© Springer. 2010 (C'}?,zgeéﬁg



Table 12.4. Planned and actual labour mea

Saudis and non-Saudis

2008 Actual 2009 Planned Difference

No. of % No. of % No. of %

Workers  Distribution | Workers  Distribution Workers Distribution
TOTAL LABOR
FORCE 7,121,658 100% | 9,221,300 100% | (2,099,642) -29.5%
e Saudis 1,656,903 23 .27% | 4,747,100 48.5% | (4,581,197) -27.6%
e Non-Saudis 5,464,755 76.73% | 4,474,200 51.5% 990,555 18.1%
TOTAL LABOR
GOVT. SECTOR 899,711 12.63% 988,000 100% 85,289 9.8%
e Saudis 827,846 92.01% 820,000 82.9% 7,546 0.8%
e Non-Saudis 71,865 7.99% 168,000 17.1% (96,135) -135.2%
TOTAL PRIVATE
SECTOR 6,221,947 87.37% | 8,233,300 100% | (2,011,353) -32%
e Saudis 829,057 13.32% | 3,927,100 47.6% | (3,098,043) -373%
e Non-Saudis 5,392,890 86.68% | 4,306,200 52.4% 1,086,690 20%

Source: Ministry of Planning, SAMA
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breakdown of the

distribution of manpower k& seems

vel and qualifications of the Saudi and

ajor economic activity for actual workers
008 reveals that the overwhelming employment in
ate sector was

akdown by indicates that nearly 70% of the
workforce had basic literacy skills, and around 16% held university
level qualifications.

 Analysis by Indicated that round 9% were
classified as having scientific and technical backgrounds, while
Industrial and chemical processing employed around 4% with the
necessary professional background.
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(B) Breakdown of labour force in the private sector by educa

(9) 0.1%

(7) 5.8%

(1) 13.8%
(6) 4.0%

(5) 9.7%

(4) 6.8%

(3) 4.1% - R

N St (2) 55.4%

B 1. lliterate [J 2. Literate & 3. Primary 4. Intermediate B 5. Secondary
B 6. Diploma 7. Bachelor 8. Master 9. PH.D.
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Distribution of manpower in the private sector b

(D 12%

B 1 Administration and Business Directors
(2) 6.4%

. . . (3) 6.3%
O 2. Specialists in Scientific, Tech.,and
Human Areas

B 3. Techniceans in Scientific, Tech.and (4) 3.0%

Human Areas

B4.Clericaljobs (5) 4.1%
B@5.Salesman
B 6. Services

7. Agricultural, AnimalHusbandary, P oultry

and Fishing

8.Industrialand ChemcialP rocessing

Professions and Food Industries (6) 34.2%

- . . (7) 8.0%
9. Auxiliary basic engg. P rofessions
Source: SAMA
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Capital intensive industries ¢

ezl gricicc s nature of many of the hydro-
udi industries has not been

Igh employment in those sectors.

ent in the petrochemical and petroleum
sector accounted for SR 183 billion in 2008, or
nearly 50% of total private sector investment, but
this sector employed around 60,000 workers out of
the 467,000 in the industrial and manufacturing

sectors or nearly 13%.

: (Chapter 12)
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A fgalelals sl snpie oo in the capital intensive
R 700,000 to SR 3.102
the less capital intensive

S It averaged around SR 250,000.

result is that the Saudi wage rate has
been low, with further between Saudi and
non-Saudi labour, and between Saudi male and

female wage levels.

: (Chapter 12)
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Table 12.5. Industrial and manufacturing employ

investment per employee (2008

Sector Number of Investments Employment Investment

Licenses (SR Million) per Job
(SR’000)
e Food & Beverage 668 35.117 86,515 408
e Textiles/clothing 155 4.840 22.238 221
e Carpentry 52 0.784 3,932 261
e Paper/Printing 255 9.941 26,275 382
e Chemical & Petroleum 497 183.099 59 856 3,103
e Rubber & Plastics 444 11.531 39,740 296
e Non-Metallic Metals 679 48.169 69,478 698
e Basic Metals 296 35.349 42,377 841
e Machinery & Equipment 217 5.025 22 411 228
e Construction metal 288 7.247 26,230 279
Products

e TOTAL Industry 4,167 359.533 466,661

Average. 771

Source: SAMA

© Springer. 2010 (C'}?f;;eéigg



Table 12.6 Average wage in Saudi Arabia during the

Saudis Non-Saudis
Males Females Males Females
1994 7,298 3,660 2,153 3,133
1995 7,896 3,864 2,142 3,016
1997 7,570 4,144 2,046 2,716
1998 7,473 3,812 1,934 2,740
2000 6,877 3,217 1,763 2,391
2001 6,684 3,151 1,710 2,403
2002 5,984 2,703 1,543 2,221
2008 7,650 3,100 1,650 2,480

Source: Ministry of Labour, SAMA.

i (Chapter 12)
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“Duality” of the Saudi labor

average a non-Saudi male is

unterpart.

e fact that a

e Such low-wage work is a problem for

i (Chapter 12)
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Saudi and the GCC of national and foreign, with a
aggregated anc supply and
earning different equilibrium wage

ere are wide in wage levels, not only
. Saudis and non-Saudis, but also different
groups of non-Saudis which commands different wage
levels due to

i (Chapter 12)
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Figure 12.3 Duality of GCC labor markets
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Figure 12.4. Demand and supply for expatriate labor in Sa
by market segmentation
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“*Saudization”: A vi
Saudization tral plank of Saudi policy since
ed that 75% of workers in all
pe Saudi, and receive at least 51% of the
alary payment.

ding this objective, the
, despite a fall
2r the period 1995-2004 when the Saudi GDP declined.
oreign labor rose again after the Saudi GDP increased from
2004.

e The Saudi government hopes that manpower
demand and supply projections will reverse this trend to
ensure a , when non-

Saudi labor would be around 2.483 million and Saudi labor

force around 4.69 million.

: (Chapter 12)
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Figure 12.5. GDP and expatriate workforce in Saudi A
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8 - — 1700
_ | - -m- - Workforce | 1500
6 + 1300

[ il

5 | .- - - o - 1100
4 . -- - - + 900

| + 700
S 500
2 - 300
1 - + 100
0 ‘ ‘ ‘ ‘ ‘ ‘ -100

1980 1985 1990 1995 2004 2008
Source: SAMA
© Springer. 2010 (Gl 12)

(Page-26)



Table 12.7. Manpower demand and supply pra

Thousands Average Annual Growth
Rate %
Description 1999 2004 2020 7th Plan Long Term
(2000- 2004) Perspective
(2000 — 2020)
1. Demand
Government Services 916.2 923.3 984.0 0.35 0.34
Crude Oil & Gas 98.9 100.4 127.0 0.30 1.20
Private Sector 6,161.2 6,472.2 9,635.0 0.99 2.15
Total Demand 7,176.3 7,504.9 10,746.0 0.90 1.94
2. Supply
Saudi Population 15,658.4 18,520.3 29,717.0 3.41 3.10
Saudi Labor Force 3,172.9 3,990.2 8,263.0 4.69 4.66
3. Demand/Supply
Balance
Non-Saudi Labor Force 4,003.4 3,514.7 2,483.0 (2.57) (2.25)
Source: Ministry of Planning
© Springer. 2010 (GiElpiEr 72)
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“Saudization” has been su
government s

has
, but this is
at there is much better hiring

e government sector compared with the
sector.

y 2008, the actual number of employed Saudis in
the private and public sectors :
at , While non-Saudi private sector
employment increased over the period 2006-2008, or
the latest “boom” years.

: (Chapter 12)
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Figure 12.6. Saudi and non-Saudi employment b

and private sector (2006-2008
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“*Saudization” — governme

" measures have

ployment for Saudi nationals across all sectors
estic economy.

Ice, and reverse over-reliance on foreign workers.

Recapture, and reinvest expatriate remittances outflows back
to the Kingdom.

e Over the period 1998-2008, it has been estimated that
around SR 524 billion ($ 139 billion)
left the Kingdom, especially to major labor
exporting countries such as Bangladesh, Egypt,
Pakistan and the Philippines.

: (Chapter 12)
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Figure 12.7. Saudi remittances to key country de

($ Billion) (%)
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Policies to speed up
peen followed by the Saudi

pliance with government resolutions and
arding

g the role of the Human Resources Development

d (HRDF) to provide programs.

Provide more information on vacant positions to Saudi job
applicants and to employers.

4. Support the role of technical/training agencies such as
General Organization for Technical Education and Vocational
Training (GOTEVT)

5. Link foreign labor recruitment with policies and
restrict foreign labor to certain job categories.

: (Chapter 12)
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Private Sector “ Saudize

ate sector in employing

results have beer

Ome Issues of concern raised by the
ector concerning “ ", and the
stacles the private sector faces in its
mplementation.

« The private sector believes that free market forces
should be the key element for an effective

. " program, rather than government
Imposed quotas.

© Springer. 2010 (Chapter 12)
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Table 12.8. Private sector Sauc

Private Sector Justifications

Issues

1. Labor cost

e The relatively high cost of Saudi manpower, compared to foreign manpower,
results in private sector reliance on imported cheap manual labor, deployed
in labor-intensive occupations. This helps private sector profitability despite
government attempts to increase expatriate costs (Residency or Igama, Visa
renewals, etc.).

2. Social and cultural
perceptions

e Saudis are reluctant to take up and seriously pursue certain types of jobs,
despite Saudization directives. For example, the forced Saudization of
employees in the vegetable markets has failed. Social Status is still important
for young Saudis as it affects marriage and other social relations.

3. Control over process
of production

e Expatriate workers are easier to control and more disciplined than Saudis.
Control is exercised through short-term employment contracts. In some
cases, there are few legal obligations towards expatriates, who are prohibited
from changing jobs without their sponsor’s permission.

4. Lack of social
integration in multi-
cultural work
environment

e Local populations are reluctant to integrate into multi-cultural work
environments, fearing that it might degrade their existing status.

5. Job tenure

e It is more difficult to fire Saudi workers than foreign workers.

6. Inadequate
qualifications

¢ Saudi employees may have inadequate qualifications, a lack of good English
or a non-technical background.

7. Mobility

e Saudi workers are less mobile than foreigner workers; they are reluctant to
change job locations.

© Springer. 2010
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Regulating foreli

), globalization pressures, and the
Arabia more attractive to FDI flows

audization” has picked up over the past decade
S being passed.

vate businesses employing more than 20 people to increase Saudi
nationals by 5% every year (current requirement is 30%).

— The employment of foreigners in 22, mostly administrative professions,
has been banned.

— The government increased on recruitment of expatriates, with
money going into a special fund established to “nationalize” jobs.

— Setting up “Saudization” metrics for contracts awarded to Saudi Aramco

projects.

: (Chapter 12)
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yunced that
were to be phased out from , and that
lates must exceed 20% of the Saudi

also stipulated a system for foreign
5, In which nationality must exceed 10% of
ATRIATES.

Illy implemented, the decision will hit hardest some nationalities
uch as Indians, Egyptians, Pakistanis but with minimal impact on
Western nationalities.

 Other GCC countries have adopted a different approach.
and
replaced it with a blanket government sponsorship system ,with
foreigners free to change jobs, depending on market demand and
supply conditions.

: (Chapter 12)
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Table 12.9. Major expatriate communities in the GCC

(Estimates for various years, in thousa
Saudi

Expatriate Bahrain Kuwait Oman Qatar Arabia

Communities 2004 2003 2002 2002 2004 UAE 2002
Indians 120 320 330 100 1,300 1,200
Egyptians 30 260 30 35 900 140
Pakistanis 50 100 70 100 900 450
Filipinos 25 70 50 500 120
Yemenis 800 60
Sri Lankan 170 30 35 350 160
Jordanians/
Palestinians 20 50 50 260 110
Syrians 100 100
Indonesians 9 250
Sudanese 250 30
Bangladeshis 170 110 400 100
Turks 80
Nepalese 70
Iranians 30 80 60 40
Total
Expatriate
Population 275 1,329 570 500 6,090 2,410

Source: UNDP

: (Chapter 12)
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An “Incentive-based” Saudi

Incentive based app IS required,

employment opportunities, rather than

=losi o local workers for foreigners.

o rcla it new Saudi job entrants for likely job openings is
e way to successful national employment policy.

c) Ensuring that “ " be implemented through
market forces and incentives, induced through an

expanded and reformed education system.

d) Using to enter Saudis into jobs through
company training programs sponsored by the

: (Chapter 12)
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The Human Resources Deve

e 2000 provides grants

g and recruiting Saudis in the

ys /5% of salary of employee while in
Ing (max SR 1,500 per month) for 3 months,
and 50% of salary for first two years (max. SR 2000

per month).

e Actual HRDF results have been to date.

: (Chapter 12)
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Table 12.10. HRDF subsidy support

Saudi private sector companie

Activity

Status/Results

e Number of contracts signed with private sector companies - 1,662

e Total number of employees working with these companies - 1,108,810
(including foreigners

e Total number of Saudis working with these companies - 204,237

e Percentage of Saudis employed before HRDF subsidy - 18%

e Total number of new Saudi jobs agreed between HRDF and -

private sector and %

104,269 (51%)

e Expected Saudization after HRDF subsidy = 25%
e Actual number of new Saudis employed and % - 39,923 (38%)
e Saudis dropped out and % - 6,781 (19.6%)

Source: HRDF, 2008

© Springer. 2010
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Labor participation: a model for r

are
ycational/colleges
dropouts from the above the existing
labor force.
e The above provides the total
© Springer. 2010 (ChEReEr 112),
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ne can then
TR EGEIE Elofeld Slali=lalis), the potential jobs
vate sector (as the main source

ent) to of

Estimates suggest that levels for
could reach around 48% by

2013.
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Figure 12.8 Sources of new entrants into Saudi labor ma
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Table 12.11. Employment developmen

Saudi Arabia (males

*2003 2006 2008 2011 2013

Male Entrants to

Market Labor Force 450,000 497,478 531,882 587,999 628,663

Private Sector GDP

Growth 4% 4% 5% 3%
Jobs Created — New 150,000 167,107 182,481 207,221 224,130
Total Male Labor 2,861,006 4,304,904 5,351,179 7,057,809 8,294,463
Force

Employed* 2,417,720 2,900,007 3,257,951 3,854,130 4,293,770
Unemployed* 443,286 1,404,897 2,093,228 3,203,679 4,000,693
Employment Rate 84.51% 87.371% 60.88% 54.61% 51.77%
Unemployment Rate 15.49% 13.63% 39.12%  45.39% 48.23%
Total 100.00% 100.00%  100.00% 100.00% 100.00%

Source: *2003 as base year, Ministry of Planning, 19" Issue, Achievements of
the Development Plans, 2002, pp. 300-301.

: (Chapter 12)
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Saudi unemploy

unreliable, deal with Saudi males for
Iith little reference to

ent levels.

does not seem to be a precise way to

easure Saudi unemployment, due to the lack of
an unemployment benefit system
which registers but

have no work, as being truly unemployed.

: (Chapter 12)
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d family system and
AelBTaREEl AV Clalcigielfondrni= 1™ often disguises the true

e, the labor force is increasing faster

/ Jobs being created, especially by the private

he result has been a very
for Saudi Arabia (both male and female) compared
with the other GCC countries.

: (Chapter 12)
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Table 12.12. Selected labor participation rat

GCC countries 2007/2008 (%

Country Male Female Total

Saudi Arabia 51.7% 11.6% 33.8%
Kuwait 84.4% 45.8% 52.3%
Qatar 94.9% 49.4% 91.7%
UAE 89.4% 41.9% 54.9%
Oman 76.9% 24.6% 36.6%
USA 73.0% 59.4% 66.0%

*Labour force as % of total population
Source: International Labour Organization (ILO).

(Chapter 12)

© Springer. 2010 (Page-47)



Profile of Saudi and non-Saudi |e

age composition e Saudi population will
ssure on labor participation

ears ahead.

available government data, the male
participation employment levels are more
significant in the , but worse off

In the younger 15-24 year age group.

: (Chapter 12)
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(Contd....)

« Unemployment amongst Sauc
correlated with age ounger the age group, the
oyment levels ,posing potential

ns in the future.

exhibits a different
ployment pattern, with high employment patterns
for the older age groups, but the younger expatriates
are technically non-employable dependents up to the

age of 19.
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Figure 12.9. Saudi male population and emplac
(male and female expatriates excl
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Figure 12.10. Non-Saudi population and e
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Education and labor participati

phenomenon of “educatec

Saudi labor producti as being of more

economic development.
ary education expenditure has been
easing.

e The aim is to ensure that both the number

guality of Saudi job seekers are enhanced for jobs

needed by the Saudi labor market.
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education, there is now
increasing unemploymen :
g Bachelor and higher degrees seeking

en rise to the phenomenon of
— whereby citizens of resource rich countries
as Saudi Arabia ,seek advanced education at home or
abroad in order to obtain higher wage jobs but becoming
and refusing to accept lower paid
available jobs when the higher paid “resource rich” wage jobs
are not available.

 Their preference is also for , hence the
Imbalanced Saudi labor force in the private and public sector.
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Table 12.13. Breakdown of registered Saudi job ¢

by educational level (1997-2008

Educational level 1997 2002 2006 2008
Illiterate 6,316 1,725 658 472
Literate 7,910 2,406 4,044 1,991
Primary School 16,943 13,187 18,097 24,691
Intermediate 11,980 15,401 23,220 43,135
School

High School 10,083 27,217 44,571 50,411
Diploma - - 13,484 14,933
Bachelor 2,141 4,321 16,191 11,461
Higher Education - - 122 103
(Masters/Ph.D.’s)

TOTAL 55,373 64,257 120,387 147,197

Source: ARAMCO
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Figure 12.11. Saudis employed in government
as % of total employment (19¢
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Preference for Governmen
« On average pay and benefits are higher

/ate sector at education levels

employees also benefited from
during 2008/2009, when
ation rates rose in Saudi Arabia.

All this, , makes public
sector jobs attractive, creating a further pool of

" who prefer to remain
voluntarily unemployed while seeking for such higher
paid (but scarce) “resource rich” jobs, than accept
lo
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(Contd....)

significant

budgetary drain on the gc

when oil prices fell
government’s wage bill reached nearly 100% of
venues, and 57% of total government expenditures.

This is unsustainable.
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Figure 12.12 Saudi Civil Service and private sector Iir
educational grade levels (average 20C
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Table 12.14. Government wage bill as % of go
and oil revenue 1994-2

Government wage bill as of percentage of: |Investment expenditure as
Year GDP government L. o6 % of total Gov’t.
expenditure expenditure
1994 18.0% 51.1% 91.5% 14.0%
1996 16.0% 45.6% 66.4% 13.5%
1999 23.0% 56.0% 98.6% 9.0%
2002 16.25% 50.2% 70.3% 12.8%
2007 8.5% 27.1% 22.4% 25.5%
2008 7.9% 26.9% 14.2% 25.2%

Source: SAMA, Ministry of Planning, National Accounts of Saudi Arabia.

i (Chapter 12)
© Springer. 2010 e



Female labor participati

d great strides to

parity at the level
cation being introduced later than
e 1960’s,

« Female labor participation is higher in the 25-44 age
group, but is lower than males in the 15-19, as well

as the older age groups above 45 years.
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The reasons are many for this fe

Itments, one would
older female age groups, as
for females,

ernment teaching positions.

remains that a mere
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Figure 12.13. Participation rates by gender and age
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owever seems to

under-estimate

t statistics included those
those females not

griculture and other traditional occupations.

D) The employment statistics do

i (Chapter 12)
© Springer. 2010 o)



the government to
provide more employment C

females, stoms and beliefs are strong
DOr participation.

Expansion of fe has encouraged many
eek further education and seek
ent but most

There is a positive correlation between higher
educated Saudi females and labor participation levels,
with females with lower education being
disadvantaged.
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Figure 12.14. Participation rates by gender and educ
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20 -
10 -

<than Primary
1)

Primary (2)

Intermediate
3)

Secondary (4)

Graduate (5)

Postgradu ate
(6)

M ale IlFemale [JTotal

Source: Ministry of Planning, SAMA.

: (Chapter 12)
© Springer. 2010 (Page-65)



Counting the cost of Saudi

soclal cost of ur there is

loss to the “rea due to economic
which

0SS in GDP output through unemployed

uch measurement is using , an
empirical based research that states that each extra
percentage point of cyclical unemployment is
associated with approximately a

Increase or decrease in GDP output gap.
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o] potential output, it
a recessic gap and when
<o - potential output it is called an
expansionary -«
ates using OKUN’S LAW for Saudi Arabia for
e period 1993-2008 ,reveals significant potential
output losses due to high and increasing

unemployment amounting to around
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Table 12.15. Saudi unemployment and potential GDP lo

@) ) (©) (4) ) (6)

Year Non-Oil GDP  Unemploy % Natural Output  Value of Potential

at Producer -ment Rate of Gap Output Output

Prices Rate % Unemploy- (%) Gap (SR Bn)
(SR bn) ment % (SR Bn)
) (V) G (r*)
1993 296.8 7% 5% 4% 11.9 308.6
1994 304.1 8% 6% 4% 12.2 316.3
1995 314.9 9% 6% 6% 18.9 333.8
1996 328.9 9% 7% 4% 13.2 3421
1997 347.5 11% 8% 6% 20.8 368.3
1998 351.8 12% 9% 6% 21.1 372.9
1999 361.9 13% 9% 8% 28.9 390.8
2000 379.6 15% 10% 10% 37.9 417.5
2001 390.9 18% 11% 14% 54.7 445.6
2002 402.6 20% 12% 16% 64.4 467.0
2003 473.1 21% 13% 16% 25.3 548.7
2004 514.7 22% 13% 18% 92.6 607.3
2005 554.1 25% 14% 22% 121.9 676.0
2006 603.8 28% 15% 26% 156.9 760.7
2007 641.9 27% 15% 24% 154.1 796.0
2008 685.8 25% 15% 20% 137.2 823.0
Legend: Y = Real Output; Y* = Potential Output

U = Unemployment Rate U* = Natural Rate of Unemployment
Sources: Author’s own forecasts for (U*)
Central Department of Statistics, Media Reports, SAMA, 2002
Footnotes: “Output Gap” is measured by subtracting (3) from (2) and multiplying by a factor
of 2 as per Okun’s formula. The resultant % is multiplied to actual GDP (1) to arrive at
value of output gap in (5). Potential output (6) is derived from adding (1) plus (5).
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Conclusion
Saudi labor model ed to have been built upon

soniiaeitis level of high economic growth which was

able.

high oil prices

Availability of In the public sector.
The old model and a new level
of modest expectations, realism and adaptation to

changed labor market needs has crept in, with once

shunned jobs now being taken up by young Saudis.
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