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Abstract

Late in the twentieth century, Saudi Arabia experienced its initial cohort of school leavers
and graduates arriving into the private sector labour market. Until then, the country’s few
educational resources meant that educated Saudis were absorbed into the public sector to
establish administrative systems in nation building. By the turn of the century, the public
sector was unable to absorb the tens of thousands of young Saudis leaving the education
system without work-ready skills. The immense public infrastructure contracts that
provided the bulk of jobs were largely resourced internationally, and, paradoxically, as the
job numbers grew, so did Saudi unemployment—a matter established yet again at the time
of this thesis’s submission. However, another growth industry is emerging in Saudi

Arabia—that of religious tourism and the opportunity for an additional leisure component.

The Saudi Commission for Tourism and Antiquities expects to receive 88 million visitors
by 2020, with religious tourism rising to 16 million travellers by 2014. The tourism
industry’s contribution to the Saudi gross domestic product in 2011 was 7.2 per cent, with
670,000 staff employed, 26 per cent of whom were Saudi (TTGMena Online 2012). Leisure
and religious travel are central to the Kingdom’s youth employment initiatives, Saudisation
and its 2011 compliance initiative, Nitagat. However, hotels and restaurants are not a
traditional career route for Saudis, who often lack customer service skills and dislike the

working conditions.

This study seeks to understand the effects of the Saudisation and Nitagat policies,
particularly in regard to the hospitality industry, as this is a priority of the government and a
particular source of high job growth. For this research, a mixed methods study was
undertaken, comprising quantitative data collection by means of a questionnaire distributed
to 100 industry management representatives, 50 each in Jeddah and Makkah, and by using
descriptive and inferential analysis. The findings from this analysis included significant
differences between nationals and non-nationals in terms of industry experience,

management experience and type of firm.



The hospitality and tourism firms’ managers were divided in their approach to Saudisation,
and participants noted that foreign management tend to hire from their home countries. This
conflicts with the 32 per cent Nitagat target for the industry, and participants broadly
agreed that there is a need to introduce experienced Saudis at the management level so they
can provide support for youth at the entry level. The Ministry representatives were
optimistic that Saudis studying overseas will have more experience with other nationalities
and will provide a managerial foundation to encourage more youth into the sector. The
study concludes with recommendations of ways for the government to reach its targets and
provide a Saudi presence in the industry that will serve as an impetus for Saudi career

aspirations.



Declaration

I, Khalid Aldosari, declare that the DBA thesis entitled Saudisation in the Hospitality
Industry: Management Issues and Opportunities is no more than 65,000 words in length,
including quotations and exclusive of tables, figures, appendices, bibliography, references
and footnotes. This thesis contains no material that has been submitted previously, in whole
or in part, for the award of any other academic degree or diploma. Except where otherwise

indicated, this thesis is my own work.
Signature.......ccoceeeveeiennnnnn,

Khalid Aldosari
11 January 2013



Dedication

To my parents, Abdullah and Nurah,
who through the years have taught me to live a principled life.

To my sister, Sakra.



Acknowledgments

Working on this DBA has been a wonderful and often overwhelming experience. This
dissertation would not have been possible without the guidance and help of several
individuals who, in one way or another, contributed and extended their valuable assistance
in the preparation and completion of this study.

First and foremost, | am very grateful to my two supervisors for the patient guidance,
advice and encouragement in times of new ideas and difficulties; you have listened to my
ideas, and discussions with you frequently led to key insights. Thank you for your ability to
select and approach compelling research problems. | have been extremely lucky to have
supervisors who cared so much about my work, and who responded to my questions and
queries so promptly. My thanks go to Dr Dana Nicolau and Dr James Doughney who have

been good mentors to me.

I am deeply indebted to my family. Thanks to my wonderful wife, Gozeal. Thank you for
standing by me and for your patience and understanding. It has meant more to me than you
will ever know to have your unconditional support and encouragement. A special thanks
goes to my wonderful children, Awaleed, Abdullah, Nourah, Reetaj and Rayan, for always
making me smile and for understanding on those weekend mornings when | was writing

this thesis instead of playing games.

| gratefully acknowledge the funding sources that made my DBA work possible. I was
funded by the Saudi government.

Finally, 1 would like to thank my friends who put up with me through the whole DBA
process and helped me with personal challenges—in particular, Saad Faize and Abdullaziz
Algamdi. Thank you for sharing these years with me.



Contents

N ] 1 - (o! SRRSO i
DECIATATION ...ttt bbbttt ii
D cTo [ Tor 1 A o] o RSP PPR v
ACKNOWIBAGMENTS ...t e e et e e s e sreenteeneeanaene s %
(O70] 01 =] | <O PTUP TR UPPURTOPR vi
LEST OF FIQUIES ...ttt bbbt e e IX
LiST OF TADIES ... et ee s X
LiSt OF ADDFEVIALIONS .....eviiiiiieie ettt bbbt Xi
Chapter 1: INTrOAUCTION ...c..oiiiiiieicce ettt ettt 1
I O 0] ] =) APPSR PPRPR 2
1.2 LITEIAtUIrE REVIBW. .. .coiiiiieiiieiiieie sttt sttt sttt be b ne e nte e 4
1.3 Gap iN the LITEratUre .....c.eceeceiee et sre e e ns 11
1.4 PUrpose Of the RESEAICN .......ccuiiiiiie e 12
1.5 ReSEArCh QUESTIONS ......veiiiiieiiiiiie ettt ettt be e s e e sbe e sae e e be e snneebeesnnas 13
1.6 Significance and Contribution of ReSEarch...........ccccovveviieiiiiiie e 13
IR CR\Y 1=1 1 g oo (o] [o o | 2SR 14
1.6.1 ReSEarch APPrOACK .......ceoiiiiiiie ittt ettt ae s 15

1.7 Presentation Of the TRESIS .......uiiiiiie e 17
Chapter 2: Saudi Arabia and the Hospitality INAUSEIY .........cccccoiiiiniiiii e 19
2.1 CoUNtry CharaCleriStICS ... .civeuiiierieerieseesie e ee e e ree e esreeeenneenns 19
2.1.1 Arabian PENINSUIA ......c..oiiiiiiii ettt e 19
N A o 13 (0] Y2 USSR 21
2.1.3 GOVEIMIMENT ...ttt ettt ettt et e bt e s bt e sbe e s sn e e beesrneenneesnneanneens 22
2.1.4 Demographics and Human Capital ...........cccccvveiieiiiiesiee e 25
2.1.5 ECONOIMY ...ttt ettt b et e et e et e b e sb e e be e srneeneeanneeneens 27

2.2 Tourism and TraVel INAUSEIY ........cooviiiieieee e ns 29
2.2.1 GIODAI TOUFISIM ...ttt 29
2.2.2 REligIOUS TOUFISIM ....vieiieiiesieeie ettt ae e sne e e eneenns 33

2.3 Tourism in SAUAT AraDIa ......ccoviiiii s 35
2.3.1 LOgiStiCS OF the Hajj....cvecveiieiiie e 35
2.3.2 TOUIISIM OVEIVIBW ...ttt bbbt 36

P = 40T 0] [0/ 1 1 =T o | SRR 43
2.4.1 FOreign LabOU.......ccveieiieceee ettt nne 43
2.4.2 Saudi Qualifications and SKills Standards ............cccoveviieiieiii i 46
2.4.3Women’s EMPIOYMENT .........ccviiiiiee e 48

2. 4.4 UNemMPIOYMENT......ooiiiiiiieiiee ettt ns 50
2.4.5 Saudisation and NItAgal .........ccccoeiiereeieie e 51

Vi



2.5 Chapter SUMIMAIY .......couiiieieeiesie st eee s te e re e e s e e ae s s e sreenteeneesreeseaneenrs 55

Chapter 3: LItErature REVIEW ........ccuoiiiieiieiecie ettt st nae s 57
3.1 Arah Man@gemENL......c.oceeieeeeeiesie et e te et e e re et neesreeaenneenrs 57
3.1.1 Saudi WOrkplace CUUIE .........ccviiieieie e 58
3.1.2 International Management ...........cocveveiieiierie e 60
TN G S - 10 o [ 1Y =TT Vo =T USRI 61
3.1.4 Effects of Management Style on Work Teams.........ccccoovevveeiveiecieneene e 63
3.2 CUIUIALISIM ...t b et b et sb e e eenneenns 65
3.3 Workplace Behaviour Patterns...........ccccveiveieiieeii e 68
3.3.1 CUSIOMET SEIVICE .....veiueiiiieitieie sttt sttt sttt sttt et sbe e neenns 68
3.4 EMPIOYMENT POIICY ..coviiiiie ettt ns 70
3.4.1 Assessing the Labour IMArket.........cooeieiioiiin i 71
3.4.2 Marketing Employment INItIAtIVES ..........ccevvrieiieeiecieseee e 73
3.5 SUMMANY .ttt b et et e e sb e e ebe e e ab e e nbeesaneenbeesnnas 74
Chapter 4: MethodOlOgy ......cccueiiiiiiieece et nne s 76
4.1 ReSEAICH METNOUS ..ot 77
4.1.1 Synopsis of Justifications for Research Design ..........ccccovevveveiieenieie e, 82
4.2 SAMPIING <ot nee e 82
4.2.1 Population and Sampling FaCtors .........cccocveieiieiieeic e 83
4.2.2 Synopsis of Justification for Selection of Samples..........ccccoveiiiiiiiiiniinene 85
4.3 Ethical CoNnSIAEIAtIONS ........ccviieiiiieic et eneas 85
4.4 Quantitative Data Collection and ANalysiS.........ccceviiiriiiiiiinieeese e 86
4.4.1 Data Collection from Hotel Managers.........ccovvieerveieiieeie e 86
A.4.2 PO TESHING ..veiveitieiieee ettt sttt bbb e e s 88
4.4.3 Validity and Reliability ........ccocviieiiiiiiie e 88
4.4.4 Quantitative Data ANAIYSIS .......ocveiiiiiiie e 91
4.5 Qualitative Data Collection and ANAlYSIS .........cccciveieiieiieieiieieere e 92
4.5.1 Qualitative Data COIECHION.........ccoiiiiiiie e 94
4.5.2 Qualitative Data ANAIYSIS ......ccecieiieiieie e 94
4.6 Mixed Methods ANAIYSIS ......ooviiiiiieieeee e 96
4.7 Chapter SUMMAIY.......ccoviiiiieee ettt te e e sreesaeaneesreenneenee e 96
Chapter 5: Study Results and DISCUSSION .........ccoiieriiiiiniieiesie e 98
5.1 QUANLITALIVE RESEAICH ....cccvviiiicciic ettt sre e sree e ebeesanas 98
5.1.1 Consistency (Cronbach’s AlPNa) ..........ccooveiiiiiiiiie e 99
5.1.2 Respondent CharaCteriStiCS .......cuiiuriierieiieseeie e se e sre e 102
5.1.3 SUNVEY RESUILS......ceiiiieiieieiiesie ettt ra e e nnee e 113
5.1.4 SECLION SUMMAIY ...veiiiiiiiiiesie ettt sttt nb e s sbeebesneesreeeeas 121
5.2 QUAlITALIVE ANAIYSIS ...c.vi it ra et nne s 122
5.2.1 Source of EMPIOYMENL.......cooiiiiiiiiieeese e 123
5.2.2 Crowding Out Smaller FIrMS.........ccooveiiieiiee e 126
5.2.3 INAUSEIrY GrOWLEN PrOSPECTS.......eeuviiiieiiieiesiie ettt 127
5.2.4 Management Competency in HOSpitality.........ccccccovvvereiieiieese i 129
5.2.5 VIEWS 0N SAUAISALION.........oiiiiiiiieiie ittt 130
5.2.6 1SSUES TOI EMPIOYEIS .....eiieiieieiie ettt sae e sra e e sne e 134
5.2.7 SECLION SUMMAIY ...c.viiiiiiieiiie ittt sttt sb e sreebe s e sneeneas 136

Vii



5.3 THANGUIALION ..ottt e e e nneeneennaenne s 137

5.4 Chapter SUMIMAIY ......coiuiiiiiieieeie sttt ettt ase e beesaeeneesreenbesneesneenneas 140
Chapter 6: Conclusions and Recommendations ...........c.ccccoveveiieieeiesieese e 141
6.1 SUMMAry Of the STUAY ..o 142
6.2 Study Benefits and LimitationS..........cccviiveieiieiiieieee e 144
6.3 Conclusions of SWOT ANAIYSIS .....cooiiiiiieiiiie e 145
6.3.1 SITENQLNS. ... et e re s 145
5.3.2 WBBKNESSES ....covviieiiieeieeitesiee st sttt ettt sbe et e s e sbeebesseesbeebesneesneeneeas 146
IR I @ o] oTo] ¢ (1 g =TSRSS 147
5.3.4 TIFBALS.....eiuee ettt sttt b et st sbeebesneesre e b 150

6.4 RECOMMENUALIONS ...ttt ettt bbb enes 152
6.5 FULUIE RESEAICN ...t et 154
6.6 CONCIUSION. ......eitiiiitiitiei ettt bbb enes 155
] (=] =] (o0 S TSP 156
N o] 01T o [ o0 USRS PRRSTPS 180
Appendix 1: Survey of Saudisation in the Hospitality Industry ...........cccocoovvviiiniinnne. 180
Appendix 2: Survey of Saudisation in the Hospitality Industry (in Arabic).................. 186
Appendix 3: Questions for Government Representatives...........ccocooeveerenieeseenieseenee 192
Appendix 4: Questions for Government Representatives (in Arabic) .........ccccccevvreenee. 193
Appendix 5: Consent Form for Participants Involved in Research............c.cccocevinenee. 194
Appendix 6: Consent FOrm (in ArabiC) .......coovveiiiiiiiieiece e 196
Appendix 7: Information for Participants Involved in Research—HR Manager .......... 197
Appendix 8: Information for Participants (in Arabic).........ccccvvvevviiiiieie e 200
Appendix 9: Overall OQULPUL DAt .........coveeiiiieiieiiee e e 201
AppendixX 10: FrequeNCIeS Dala..........cccuereiiiieeiieie e eesee e se e e e ee e nns 229

viii



List of Figures

Figure 1.1: GCC YOULN SUINVEY.....ccuiiiiiiiiecie sttt sne e nns 9
Figure 2.1: Provinces of Saudi Arabia..........ccocoeiieiiiieieers e 24
Figure 2.2: INdUStry OULIOOK.........cciiiiiieie e e 39
Figure 2.3: Working Age Population by Gender 2009 ...........ccoooveiinieniieninie e 46
Figure 4.1: Qualitative AnalysiS ProCEAUIES...........coviieiieieie e e see e 96



List of Tables

Table 2.1: Global Hospitality Indicators 2011-2012..........cccceeeeieiieieeieseese e 32
Table 2.2: Main Saudi Tourism Indicators 2004—2010 ..........cccvvvririirinrenenene s 38
Table 2.3: Saudi Unemployment Rates 2002—2009...........cccoereririeenenie e 50
Table 4.1: QUESHIONNAITE STIUCTUIE .....cvviiiieciie e 87
Table 5.1: Reliability STAtiStICS .......ccveiieiecece e 100
Table 5.2: Gender DY LOCALION........cc.eiieiicecic e sne e 102
Table 5.3: Nationality DY LOCALION .......coiiiiiiiiiieieie e e 103
Table 5.4: Age DY LOCALION......coiiiiieiieee e et 104
Table 5.5: EdUCation DY LOCAION ........ccciveiiiie et 104
Table 5.6: Non-nationals’ Residency by LOCALION...........ccccovueviereiiieieesecie e 106
Table 5.7: Industry EXperience by LOCAtION ........ccceiiiiiiiiiie e 107
Table 5.8: Management Experience DY LOCALION ........cccoevviiiriieiieiiieneenesie e 108
Table 5.9: Size of Firm DY LOCALION ......ccveieiieiiee e 109
Table 5.10: Industry Profile by LOCAtION ........c.cooveiiiieiiecce e 111
Table 5.11: Management Position DBy LOCALION .........cooveiiiiriieeceseeee e 111
Table 5.12: Participants’ Views on the Saudi Hospitality Industry by Location............... 114
Table 5.13: Comparison of National and Non-national Managers by Location................ 116
Table 5.14: Saudisation Factors by LOCAtION.........cccccveiieiiiiie e 118

Table 5.15: Statistical Tests for Participants’ Demographics and Their Views on the
INAUSEIY <ottt et nee e 119
Table 5.16: Statistical Tests for Participants’ Demographics and Their Views on
Y E= T o 1o T TP OPRP PR 120
Table 5.17: Statistical Tests for Participants’ Demographics and Their Views on
SAUAISALION ...ttt b e ne e 121



List of Abbreviations

ANOVA analysis of variance

GCC Gulf Cooperation Council

GDP gross domestic product

GLOBE Global Leadership and Organisational Behaviour Effectiveness
HRM human resource management

IMF International Monetary Fund

IT information technology

SABIC Saudi Arabian Basic Industries Corporation
SAMA Saudi Arabian Monetary Agency

SPSS Statistical Package for the Social Sciences
STR Smith Travel Research

UAE United Arab Emirates

UK United Kingdom

UNESCO United Nations Education, Science and Cultural Organisation
UNWTO United Nations World Tourism Organisation
usS United States

Xi



Chapter 1: Introduction

Hospitality is embedded in the Kingdom of Saudi Arabia’s culture. The title of King
Abdullah bin Abdul-Aziz Al Saud includes ‘Custodian of the Two Holy Mosques’ to
signify his duty to welcome pilgrims to the two holy cities of Makkah and Al-Madinah.
This is not merely a travel or tourism task; Islam requires every healthy Muslim to go on
the hajj (pilgrimage) at least once in their lifetime. In 2012, approximately 3.5 million
people performed the hajj. Saudi Arabia is committed to offering millions of people an
experience that changes their perspectives on life in a safe, hospitable and relatively

comfortable environment—every year.

Jeddah, the historical point of entry by sea for the hajj and now the site of the King
Abdulaziz International Airport—one of the largest airports in the world—is also the centre
of a significant tourism area that offers resorts, family entertainment, coastal activities,
sport facilities and museums. Thousands of pilgrims extend their stay and visit other places
of pilgrimage and antiquity, and enjoy Saudi hospitality. For a country of approximately 28
million, with seven million expatriate workers, the infrastructure, planning and delivery of
hospitality is perhaps the major growth industry for Saudi youth employment—known as

‘Saudisation’.

This research sought to identify and articulate the factors that influence Saudi employment
in the hospitality industry. This study explored the views of policy makers in order to
confirm the importance of the hospitality industry for the Saudisation policy, and to
identify potential benefits and issues in gaining work for youth emerging from the
education system. From an operational viewpoint, hospitality managers also expressed their
views on the success of the Saudisation of the hospitality and tourism fields. From these
policy and operational viewpoints, this study sought to find a comparison of views to
produce either consensus or points of difference in applying the more benign Saudisation or

the new policy, Nitagat, which enforces quotas in jobs and industries.



This chapter comprises an overview of the research. It commences with an explanation of
the Kingdom as the environment for the Islamic hajj—the once-in-a-lifetime devotion that
every Muslim is required to make. This is the largest global annual religious event, and the
logistics to manage this event are explained in the following sections. After this, there is a
brief literature review, followed by the purpose of the study and the research questions. The
methodology is then explained and the chapters of the thesis are mapped.

1.1 Context

While Saudi Arabia remains dependent on its oil revenues, its non-oil sector accounted for
44 per cent of its gross domestic product (GDP) in 2011 and the hospitality/tourism
industry contributed 3.2 per cent (Saudi Gazette 2 August 2012)." As an example of
religious tourism, the hajj underlies Saudi tourism potential, and, as Memish (2010)
observed, no other mass gathering can compare—either in scale or in regularity—to the

annual hajj. Muslims are overwhelmingly the greatest number of visitors to Saudi Arabia.

The infrastructure in Makkah and Mina, to the east, to accommodate the hajji (pilgrims)
accounts for a substantial proportion of the country’s expenditure each year, as the
increasing prosperity of Muslims places pressure on the Kingdom to increase umrah
(pilgrimage) visas. The hajj terminal at King Abdulaziz International Airport at Jeddah is
the start of the new Haramain high-speed rail, which is currently partly operational and due
for completion in 2017. The Haramain rail connects to Jeddah, where a new monorail is
being built, then to Makkah, where another high-speed, high-capacity intra-city rail will
deliver 38,000 hajji per hour during peak periods (Makkah Metro 2011).The Haramain rail
will continue north through to Al Madinah and east to Riyadh, spanning the peninsula
(Davids 2012).

! Statistics and information are announced through news media in Saudi Arabia, while official websites are
infrequently updated. Announcements can be confirmed by cross-referencing with other media groups and, if
the government dissents, subsequent reports. News-based information is also more detailed (segmented) than
official websites.



In 2012, there were five million umrah visas issued, and 3.5 million hajji visited the
Kingdom (Al Hamid 2012). Accommodation is increasingly moving from the famous
tented city at Mena, into 115,000 rooms around Makkah. The Saudi Commission of
Tourism and Antiquities (2012) predicted that the Kingdom will receive 16 million hajji
and secular visitors in 2014, who will spend, on average, nearly SR2,000 ($US530) during
their stay. This tourism offers a considerable number of jobs to the country.

The Saudi private sector workforce is largely foreign, which is an issue for visitors who
expect to have a uniquely Saudi experience. The Saudi Gazette (11 February 2012) reported
that there were 6,991,200 people in the private sector workforce in 2010 to 2011, and a
mere 724,655 (10.37 per cent) were Saudi. The Labour Minister reported to the
Sixth Global Competitiveness Forum in 2012 that the Kingdom needed to create three
million job opportunities by 2015 and six million by 2030 to employ all Saudis requiring
jobs (Saudi Gazette 11 February 2012). The country must find work for its young
population—36 per cent of whom are under the age of 15 years—with the Minister stating
that employment generation is Saudi Arabia’s main challenge. The government’s three
focus areas are job demand, job supply and market clearance (International Conference of
Economics and Finance Monitor 2012; Saudi Gazette 11 February 2012).

To achieve sustainability in Saudisation in the hospitality industry by replacing foreign
managers and professional staff with qualified and experienced Saudis, the skills and
knowledge of expatriate professionals and managers must be transferred to Saudi school
leavers and graduates to provide them with careers and an appropriate lifestyle (Ramady
2010). Further, the youth unemployment rate remains obstinately high, at approximately
four times the national unemployment rate of 10.5 per cent. This is created by young Saudis
who seek (and wait for) the excellent working conditions and status of the public service,
while private sector job competencies remain out of their reach (Saudi Gazette 11 February
2012). Researchers such as Bass and Bass (2009), House et al. (2009) and Hunt and At-
Twaijri (1996) refer to a series of factors that may influence the government’s aims to

replace expatriates with qualified and experienced Saudi workers: education and training,



jobseeker aspirations, high remuneration and good workplace conditions. Further, Arabic

management styles may impinge on job satisfaction.

To explore the job environment and trends of the hospitality industry, this research sought
to determine the views and experiences of hospitality managers, both Saudis and
expatriates, regarding Saudi graduate employees and jobseekers. This research was further
informed by access to the Saudi bureaucracy, the Ministry of Labour, and the Commission
for Tourism and Antiquities for jobs; and the Human Resources Development Fund for

training funds, for their collective views on Saudisation and its compliance policy, Nitagat.

1.2 Literature Review

Definition The term ‘hospitality industry’ can be taken as serving national or international
guests, as referring to accommodation and food providers, or as providing an integrated
leisure or business package. Morrison et al. (2006) used the term “hospitality, tourism and
leisure industry’. Getz (2007) referred to ‘event tourism’, which is tourism based on a
specific time, such as the hajj. There is also religion-based tourism, which Cohen (2006)
stated is a growing phenomenon. For the purposes of this study, ‘hospitality’ refers to
hotels and restaurants, while ‘tourism’ is a broader concept that includes travel and thus

transport providers and their agents.

In defining the hospitality industry, Ottenbacher, Harrington, and Parsa (2009) found that a
lack of definitional consensus on the term significantly impairs the ability to establish the
epistemological roots of the new and emerging hospitality discipline. However, Brotherton
(1999) uses the provision of food and beverages, and accommodation for a fee, which could
be a hotel; lodgings arguably would be without food. Tourism, on the other hand, has
several definitions, according to Beaver (2005), ‘temporary short term movement of
people’ (p. 313) or “all trips made by the residents of a country, both within the country and
abroad, for non-migratory purposes’ (p.314). However, the United Nations” World Tourism
Organisation (2013) as



Tourism is a social, cultural and economic phenomenon which entails the
movement of people to countries or places outside their usual environment for
personal or business/professional purposes. These people are called visitors (which
may be either tourists or excursionists; residents or non-residents) and tourism has
to do with their activities, some of which imply tourism expenditure (p.1).

According to the World Tourism Organisation, the industries involved in tourism are
accommodation; food and beverage; road, train, air and water travel, travel agencies,
cultural activities, sports and recreation, retail trade and country-specific tourism

characteristic activities.

Saudi management style Culture is frequently referred to in a Saudi context, particularly in
reference to work. A workplace in Saudi Arabia that is dominated by non-Saudis may
reflect different patterns of behaviour to those in the wider social environment. Saudi
society is collective, patriarchal and heavily influenced by leaders and social interaction,
whereas a working environment based on global practices can be individualistic,
competitive and output focused (Noer et al. 2007; Ramady 2010). Foreign workers are
expected to conform to the predominant Saudi culture (Sadi & Henderson 2005). Therefore,
non-Saudi management styles are required to be sufficiently flexible to adapt to the
prevailing social environment. Managers experiment with different management styles or
seek to adapt the work environment to meet organisation aims and global standards, such as
diversity management (Ozbilgin 2008).

As with all Muslim actions, Saudi management style is based on Shari’a law; thus, Saudi
managers place communication and friendship above organisational performance, such as
social (Ali 2008). Ali (2008) explained that traditional socio-centric management values
serve the need for social affiliation, and staff are placed in the subjective role of merely
following orders. Kemp and Williams (2013) concurred; behaviours in Gulf Arab include
meeting times were indicative only; with lateness, interruptions and disinterest in time.
Similarly, meeting spaces experienced regular disruptions, open doors, and haphazard
seating. The ethnicity of the chairperson frequently determines the conduct of the meeting.



Arab management’s possible distance from operations make technology adoption an issue.
According to the Communications and Information Technology Commission (2012), the
number of internet users grew from three million in 2005 to over 15.2 million by
September 2012, and the total number of mobile subscriptions reached 53.1 million—a
penetration rate of 1.88 times. Pre-paid subscriptions were the most common. This
explosion of mobile devices has placed older managers at a disadvantage because they are
retaining out-dated information technology (IT) systems when there are other more easily
accessible options. According to traditional Islamic management values, younger staff
cannot advise older staff regarding such issues, and must work thus within systems that
may not reflect the systems of their suppliers and customers (Baker et al. 2010).

Management style was studied by Al-Rasheedi (2012) as an aspect of the type of firm. Al-
Rasheedi found that European and American managers working in Saudi international joint
ventures had higher professional commitment than their Saudi counterparts. ‘International
joint venture’ refers to a previous investment model in which Saudis sought international
finance while maintaining equal equity in the firm. While such international joint ventures
are still common, firms can now legally be established in the country without a Saudi
partner. In contrast to earlier findings, Al-Rasheedi found that Saudi managers in this firm
type had higher levels of organisational commitment than did their European or American
counterparts. This may be explained by the further finding that Saudi managers in
international firms had higher professional commitment than did their Saudi counterparts
working in purely Saudi firms. That is, the Saudi managers exposed to globalisation
arguably exhibited different values than their national counterparts. The results supported a
correlation between individualism and professional commitment, as well as between

collectivism and organisational commitment.

Religious tourism, one of the oldest forms of tourism and a worldwide phenomenon, is
either exclusively or strongly motivated by religion (Rischede 1992). Rischede (1992)
included religious-themed secular activities, such as conferences, within this sector, and
extended the duration of a pilgrimage from a visit to a nearby pilgrimage centre to several

days or weeks to an international location. Organised forms of religious tourism have



definitive characteristics, such as number of participants, social structure, seasonal travel,
and choice of transport and accommodation. Timothy and Olsen (2006) extended the notion
of religious travel to include spiritual experiences, and stated that religious travel in all its
manifestations has not been adequately studied in the literature. There is limited
understanding of what motivates millions of people each year to ‘venerate certain spaces
and visit them’ (Timothy & Olsen 2006, p. xiii). Timothy and Olsen noted the rise of
cultural and heritage tourism, and added that this has formed public interest in the
economic potential of religious tourists. Mosques, cathedrals, pilgrimage paths, sacred
architecture and the attraction of the metaphysical are part of the growing interest in
cultural tourism, with curious tourists out-numbering pilgrims, thereby leading tourism
marketing to expand to accommodate both aspects of the travel experience (Timothy &
Olsen 2006).

Islamic countries are at the forefront of this religious and cultural experience. Several
Muslim states have proved attractive to tourists. Famous Islamic architecture, such as the
Taj Mahal and the Ottoman palaces in Turkey, draw large crowds of tourists; however,
these areas’ governments and citizens recognise the negative social aspects that tourism can
entail, including illicit drugs, alcohol consumption, immodest clothing, gambling and
prostitution (Al-Saleh & Hannam 2010). Timothy and lverson (2006) noted that the
Maldives has segregated its national and tourist populations by developing resort islands
and restricting access to ‘home’ islands by day visitors who are required to abide by dress
and behaviour codes. Saudi Arabia typically sources its tourists from Muslim countries,
thus avoiding the pitfalls of unbridled tourism. With the world Muslim population reaching
1.9 billion by 2020—25 per cent of the world’s population (Pew Forum on Religious and
Public Life 2011)—this rationale appears valid to meet the Kingdom’s foreseeable religious

tourism capacity.

Religious tourism in Saudi Arabia centres on Makkah and Al Madinah. Timothy and
Iverson (2006) described the sacred area (haram) around Makkah that includes Arafat,
Mina and Muzdalifa and other points that are part of the hajj experience. The haram is
marked with signs and checkpoints that no non-Muslim may cross. The Al-Masid al-Haram



is the central mosque in Makkah, and the compound is constantly expanded to cope with
the numbers of pilgrims. At the centre is the Kaaba—a structure built of granite and
covered in a black cloth. This is the holiest place in Islam, and the centre of the pilgrimage
experience. Hajj rituals are physically demanding, such as the Tawaf (circling the Kaaba
seven times counter-clockwise) and the Sa’i (travelling seven times between the Marwah
and Safah hills). This second ritual commemorates the search for water in the desert by the
Prophet Abraham’s wife, Hagar, after she was left alone with their baby, Ismail. Pilgrims
visit Mount Arafat, where Mohammad delivered his last sermon in the year 632 CE—three
months before his death. At Mount Arafat, Muslims come to ask their god for forgiveness
and to reaffirm their faith, in the zenith of the hajj rituals. The pilgrims also visit the Valley
of Mina, where they take part in a three-day stoning of the three pillars representing the
devil, called Jamrah. Stoning the pillars represents Satan being driven off by the Prophet
Abraham, Hagar and Ismail. The pilgrims throw the stones to symbolically ward off their
own temptations (Morgan 2010).

Gender Women occupy a unique position in Saudi society (Le Renard 2008). Al-Munajjed
(2010) commented on the country’s very low labour participation rate of women (now at
16.5 per cent, with high unemployment) and that the Saudi government is undertaking
fundamental workplace changes to improve this position. Of interest to this study, these
changes involve the hospitality industry. In November 2012, the Ministry of Labour
reported that 113,000 Saudi women expressed interest in working in hospitality. At that
time, just 0.3 per cent of the total number of Saudi women in the private sector worked in
this industry (AMEinfo 2012). However, there remain social, legal, educational and
occupational factors that affect Saudi women’s ability to freely respond to job
advertisements. Al Munajjed (2010) stated that these impediments include:

e Legal or practical restrictions on access to public space;

e Workplaces where men are present;

e Certain occupations reserved for men on the basis of status safety; and

e Moral objections, such as driving motor vehicles, being unable to direct men, being

unable to receive equal remuneration for equal work, and some restrictions on

managing funds.



While the government is working assiduously to overcome such discrimination, there
remains concerted opposition. A recent example occurred when the Minister of Labour
faced hundreds of clerics who demanded under threat that women be removed as waitresses

and prevented from serving in shops (Al-Arabiya 2012).

Work ethic Culture also emerges in the attitude of youth to work, although these
observations may be changing with time (Rice 2003). AlMunajjed and Sabbagh (2011)
studied youth in the Gulf Cooperation Council (GCC) countries? to discover their views
and experiences on a range of issues, including employment. Figure 1.1 illustrates their

findings.

GCC Youth Are Facing Significant Socioeconomic Challenges

WHAT DO YOU THINK ARE THE MAJOR CHALLENGES WHAT ARE THE MAJOR CONCERNS/CHALLENGES IN YOUR LIFE?
AFFECTING THE GCC REGION TODAY? (PERCENTAGE OF SURVEY RESPONDENTS)
(PERCENTAGE OF SURVEY RESPONDENTS)

High cost of living High cost of living
Finding a suitable job on completion of education
Unemployment
Unemployment

Getting good-quality education

Lack of opportunities to express myself
Finding decent housing

Economic crisis
Housing

Loss of traditional values Supporting my family financially
Taking care of family

Weakening of local traditional values

Middle East conflict
Don't know/Can't say 8%

No challenges | 1% Other [l 2%

Source: Booz & Company Youth Survey
Figure 1.1: GCC Youth Survey
Source: AlMunajjed and Sabbagh (2011)

Figure 1.1 shows that GCC youth, including Saudis, understand the need for work, and that
finding a ‘suitable’ job was a priority for half of those surveyed. Furthermore, nearly half

were concerned with the prospect of unemployment.

2GCC countries: Saudi Arabia, Kuwait, Bahrain, Qatar, the United Arab Emirates and Oman.



Entry level competition In their study, AIMunajjed and Sabbagh (2011) observed that the
predominance of non-Saudi semi-skilled workers acted as a disincentive for employers to
take on and train GCC and Saudi youth. A further disincentive was the absence of private
sector job placement agencies who could match youth with jobs, although this was being
addressed by the Ministry under Nitagat. Other issues the authors found related to
insufficient internships or part-time work during the holidays, with half the study
respondents nominating a lack of experience as an issue when applying for a job. This was
exacerbated by their failure to seek employment because they were travelling, relaxing at
home or not feeling ready to look for work. Only 19 per cent actually lacked employment
opportunities. This was illustrated by an International Labour Organisation report in 2009,
which found that voluntary unemployment among global youth had reached 49 per cent and
71.1 per cent for Saudi Arabia. Those aged between 15 to 24 years may be studying or ill,
or, in the case of Saudi Arabia, young mothers caring for children (AlMunajjed & Sabbagh
2011).

Workplace competencies A McKinsey & Company (2012) study found that employers,
education providers and youth do not share similar aims. In this international survey, fewer
than half of the youth and employer respondents believed that new graduates and school
leavers are adequately prepared for entry-level positions. In contrast, seven of 10 education
providers believed that new graduates are ready to work. In fact, the percentage of Saudi
employers (38 per cent) was close to the world average (39 per cent) in their observations
that lack of skills is a common reason for entry-level vacancies. McKinsey & Company
(2012) raised the issue of communication. One-third of global employers said they did not
communicate with education providers. Of the remaining two-thirds, fewer than half found
such communication effective. More than one-third of education providers could not
estimate the job placement rates of their graduates and school leavers. For jobseekers,
fewer than half said that they considered professions with job openings or wage levels

when choosing their subjects and degree streams.

English language In Saudi Arabia, the working environment remains an issue, given the

contractual basis of employment and the two-level approach to labour laws. Particularly in
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the hospitality industry, English is used as the lingua franca among non-Saudi Arabs and
southern Asians who comprise the bulk of the workforce, thus also forcing Saudis to use
this language (Frankel 2008). There are several other employment issues for potential Saudi
workers, which are being addressed by Nitagat: working outside in the heat of the day, low
wages in comparison to itinerant labour, lack of a minimum wage and a 48-hour working
week (Gulf News 23 December 2012).

Social norms (culture) As an aspect of globalisation, cultural diversity encompasses
differences in nationality, language, race and religion in the workplace (Bjerke 1999;
Hearns et al. 2007). Addressing hospitality management, Bjerke (1999) and Mwaura et al.
(1998) observed that culture is embedded in the individual. Mwaura et al. (1998) believed
that a strong national culture can significantly influence the workplace, and can be a cause
of conflict with expatriate managers. Thus, hospitality managers may need awareness
training to identify desirable traits in job applicants. Hearns et al. (2007) further noted that
intercultural issues represent a significant training gap. Hofstede (1983, cited by Gerhart
2008, p. 242) stated that ‘management is culturally dependent ... and effective
organisations in different cultures have leaders who adapt foreign management ideas to
local cultures’. Therefore, this research considered culture a factor of the Arabic hospitality
industry.

1.3 Gap in the Literature

This research focused on the progress of Saudisation and Nitagat. While the gap in the
literature is youth employment, researchers generally adopt a country or region as a starting
point for their research—the research is usually grounded in a particular place and time.
There are many similarities among global youth in their views towards employment; thus,
Saudi youth follow global trends to a greater or lesser degree. However, the Saudi
experience is unique, given the country’s wealth and pace of cultural change. The gap in
the literature is amply demonstrated by rapid change, which causes prior research findings
to be quickly overtaken by new policy initiatives (such as Nitagat). It is also demonstrated

by the fact that private international firms, such as Booz & Company, McKinsey &
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Company and Alpen Capital, are either directly employing academics or are using
university affiliations to produce advisory reports, when this should be provided

independently by universities.

This thesis therefore fulfils the gap in the research regarding the impact of religious tourism
on youth careers in management in the Saudi hospitality industry. As a compliance
measure, Nitagat has severely increased the pressure on hospitality firms to improve their
quotas of employed Saudis, and this must be accomplished despite individuals’ inability to

engage, and at the cost of workplace productivity.

1.4 Purpose of the Research

The purpose of the research is to investigate the contributory factors to Saudisation, which
seeks to place young people in rewarding careers in the tourism industry. Young Saudis
prefer the certainty, higher remuneration and superior working conditions of the public
sector to the private sector. The primary human capital stakeholders are the jobseekers who
are exploring career options and the government that has funded the jobseeker’s education
to produce a generation who will eventually be able to lead the country unassisted. The
aims of these actors have a similar goal—to attain careers that will generate a cumulative
pathway to the future Saudi society, even if the education system has broadly failed in its
task of producing work-ready graduates. Unfortunately, the employer has a different
motive, which is to achieve sustainable profits with minimised cost and maximised income.
This research sought to understand the social, commercial and regulatory environments and
the factors and trends in these environments that affect young jobseekers. Of importance
was the interaction between these stakeholders, their communication and their points of
similarity and difference.

The hospitality industry is a target of many emerging economies to provide work and
careers for their young citizens. This research sought to provide outcomes to identify the
cultural and societal issues viewed by hospitality managers in Saudi Arabia, their interest

and acceptance of working in a multicultural workplace, and their attitude to risk. These
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matters are particularly relevant to the Gulf countries with their high local unemployment,
and to other developing economies that have similar issues with globalisation.

The problem is to identify the factors that influence Saudi youth employment in the
hospitality sector of the tourism industry. This is undertaken by seeking the views of policy
makers to identify their overview and expectations for Saudi careers in this industry.
Further, hospitality managers participate in this study by their opinion of the operational

aspects of Saudisation and whether it can achieve the policy makers’ expectations.

1.5 Research Questions

The aim of this study was to identify barriers to Saudisation in the hospitality sector from
the viewpoints of decision makers and managers already working in the industry. Data were
collected to analyse points of similarity and difference in how each group understands
Saudisation and Nitagat and how the policies should be implemented. The recent McKinsey
& Company (2012) report noted that, even in policy matters, the group outlook differs: the
authorities seek jobs and the employers do not consider the long-term approach, but
concentrate on the current issues. Therefore, this research sought the perceptions of these
stakeholders in identifying factors that may inhibit the replacement of expatriate staff with
qualified nationals. The research questions that supported this aim were as follows:
1. What are the main factors impeding the recruitment and retention of Saudi
hospitality employees?
2. What are the perceptions and experiences of managers and employees regarding
factors that could improve Saudisation in the hospitality sector?
3. What Saudisation policies and practices are relevant to the sector and are they
efficient?

1.6 Significance and Contribution of Research

The significance of the research is that it investigates the impact of change of employment
policy from industry self-regulation to the Saudi government imposition of quotas,

identification and publicising the status of firms, and a reward/penalisation regime. The

13



long-stated objective of the government is to diversify the economy and to engender youth
employment; the tourism industry, centred as it is on religious tourism, provides
opportunities in many professions and occupations for young Saudis to take up rewarding
careers in the industry. Apart from religious tourism, although this is the bulk of the visitor
numbers, lie opportunities for expansion of visitor numbers. These may be in new or
expanded sectors involving conferences, exhibitions and events, and target destinations for
archaeology, environment and nature, that can assist youth employment in remote places on

the Arabian Peninsula.

The contribution to the literature of this research is that it adds to management literature,
particularly in the changing business environment as Saudis begin to adopt senior positions
in industry and replace non-nationals. Further, as larger resorts and hotels replace the
smaller accommodation providers, there is an opportunity to develop of lines of research
enquiry in gender, culture, society and economic development. The research is also one of
the first in-depth studies of the transition of Saudi Arabia from its dependency on foreign
labour to localisation of the workforce, and thus provides findings that can support further

research.

1.6 Methodology

This section comprises the conceptual framework, research methodology, study sample,
data collection and analysis, and expected generality of the findings. Together, these steps

fulfil the original research for this study.

The design of this research followed Altinay and Paraskevas’s (2008) suggestions for
research in the hospitality and tourism industry, with particular attention given to
management. Altinay and Paraskevas advocated a clear definition of ‘hospitality’ and a
well-articulated research philosophy locating hospitality within management and the social
science field. In addition, Morrison (2002) promoted an enhanced awareness of research
philosophy. In this study, the Saudi hospitality industry was focused on in terms of

providing pilgrims support for the seasonal hajj, and at other times for umrah—a personal
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pilgrimage. The industry also serves work-related travel for large numbers of expatriate
workers, with professionals using hospitality industry products and services. As elsewhere,

the Saudi industry includes domestic and international leisure and business services.

To meet the research philosophy of Morrison (2002), this thesis sought to extend beyond
the international focus of the hospitality and tourism industry because the religious and
traditional environment had to be captured in the data. Furthermore, as the Saudi owners
and directors determine the corporate culture, Arabic management practices may differ
from the international norm, so that customer service can vary between organisations and
individuals. Thus, the data collection assumptions of Altinay and Paraskevas (2008)

regarding management traits and responses may vary in the Saudi instance.

1.6.1 Research Approach

The plan for this research was to adopt Creswell’s (2009) mixed methods approach,
although the parameters of the study were defined by the quantitative data collection and
analysis. Creswell advised that a quantitative approach requires a survey-based instrument
with predetermined questions to collect performance, attitudinal and observational data, and
apply statistical analysis to produce results. In contrast, qualitative research is used to
gather data through interviews and observation, to apply open-ended questions to collect
and record the emerging data, and then to apply text analysis. A mixed methods approach
selects elements from both research types to gather pragmatic knowledge (problem centred,
consequential in nature and pluralistic): ‘where the study begins with a broad survey to
(generalise results) and ... detailed qualitative, open-ended interviews to collect the detailed
views from participants’ (Creswell 2009, p. 21). However, Sandiford and Seymour (2007,
p. 724) noted the lack of rigour in qualitative research in the hospitality field, and argued
for the use of the range of analytic tools, ‘such as reflective note-taking, line-by-line
analysis, domain and taxonomic charting, visual/diagrammatic constructions and

metaphor’.
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The first part of this study’s survey questionnaire sought demographic and industry sector
information. The statements of the second part established the managers’ views and
experiences in recruiting and working in the industry. The survey questions of the third part
elicited information on management styles for Saudi and expatriate hospitality managers.
Both the recruitment and management style sections of the survey involved a Likert scale
measurement. The fourth part of the questionnaire, and of significance to the qualitative
part of the study, was managements’ knowledge of Saudisation, relevant programmes and
the managers’ organisations’ policies and practices to accommodate Saudisation. The
questionnaire data were analysed using Oppenheim’s (2005) techniques to form research

findings and conclusions.

The second part of the data collection involved interviews with decision makers in the
Ministry of Labour and the Commission of Tourism and Antiquities, which administers
Saudisation/Nitagat through the Human Resources Development Fund. For the interviews,
a series of questions were formulated, based on the research questions, to include the
following topics:
e The importance of the hospitality industry—that is, hotels and accommodation, and
food and beverage outlets—as a source of employment in Saudi Arabia;
e Whether the hotel sector is well resourced—that is, whether it has access to capital
for building new premises and refurbishing out-of-date establishments;
e The management in the industry in terms of professionalism and whether it could
competently manage a substantial increase in tourists;
e The targets for Saudisation in the hospitality industry (now Nitagat);
e Whether similar targets have been met in the past;
e The types of incentives for employers, including training, employee support and
controls placed on foreign employees;
e Whether employers in the hospitality industry actively seek Saudi staff as managers
or staff; and

e Issues regarding Saudis’ willingness to seek employment in the hospitality industry.
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Quantitative data were validated and analysed for themes, issues and value emphasis. These
were compared and contrasted to establish the similarities, linkages and differences in the
aspects highlighted by managers (Oppenheim 2005). The value of this study lies in the
interest it raises among the stakeholders, and its contribution to the body of knowledge

through cross-cultural comparisons (House et al. 2002).

1.7 Presentation of the Thesis

The thesis proper commences with the second chapter, which places the research in its
context of the hajj and umrah to Makkah and Al Madinah, and the oil incomes of Saudi
Arabia that continually support the economic and social development in the country. It
explains that, in response to the young demographics of the country, the government is
using hospitality and religious tourism as a vehicle to open jobs to the tens of thousands of
school leavers and graduates who flood into the job market each year. Saudisation and
Nitagat are described, as are their effects on employers who rely heavily on non-national
labour. Saudi Arabia is among the world’s highest in its proportions of youth

unemployment and disengagement.

Due to its recent emergence onto the world’s forums, Saudi Arabia does not have a history
of building a private sector through finance, industry and commerce. The literature review
in Chapter 3 discusses non-Arab and Arabic management styles and the Saudi workplace,
with its varying employment laws. The management styles that emerge from the changing
workplace are presented together with cultural theories in terms of skills, such as customer
service. Issues of implementing employment policies are explained, together with the need
for effective intervention to achieve Saudisation in the private sector.

Chapter 4 comprises the methodology chapter. It explains the mixed methods approach of
obtaining quantitative data from hospitality managers in Makkah and Jeddah, and obtaining
qualitative, explanatory data from policy makers in Riyadh. A mixed methods analysis was

adopted to enrich the findings. Chapter 5 comprises a discussion of the findings, while
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Chapter 6 presents the recommendations and conclusions. A full summary of the chapters is

presented in Section 6.1.
The next chapter, as aforementioned, presents the physical characteristics of Saudi Arabia,

a sketch of its history and economics, the development of its hospitality industry around the

hajj, and its attempts to replace non-national workers with Saudis.
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Chapter 2: Saudi Arabia and the Hospitality Industry

As an ancient land and host to the two Holy Mosques, the Arabian Peninsula has significant
antiquities, trading traditions through the Bedouins and other tribes, and natural attractions
of coastal regions, desert and mountains. It also has a significant built environment, first
based on its protectionist culture in its sougs and riyadhs, and now involving tall buildings
in their diverse shapes and forms. It is amazing contrast of ancient practices and beliefs

with futuristic living and working.

This section explains the Kingdom of Saudi Arabia’s geography and climate, history and
religion, people and government, economy and tourism, and, lastly, the government
initiatives to build on all these elements to create a vigorous and successful nation. The

crucial element among all these factors is diversification of the economy from oil.
2.1 Country Characteristics

This section presents a brief overview of the conditions of the Arabian Peninsula. The

present Kingdom of Saudi Arabia comprises a large proportion of this peninsula.
2.1.1 Arabian Peninsula

When the climate dried after the melting of the European icecap 15,000 years ago, on the
Arabian Peninsula (Arabic: 4=l 3, 31l 4.5), savannah gave way to scrubland and deserts
and river systems disappeared, leaving the river beds dry (wadis) and causing animal herds
to dissipate. This forced humans to move into oases formed by underground springs from
ancient water, and to take advantage of the cooler summers and some winter rain in the
mountain valleys. As they could no longer survive as hunter-gatherers, they developed
agriculture, first in Mesopotamia, then in the Nile River Valley and across the peninsula.
Agriculture changed the nomads and, once settled, they domesticated goats, cattle, sheep,

horses and camels and began moving towards civilisation, developing pottery to store food
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and making artefacts. Intensive farming emerged and settlements became permanent, thus
developing language, recording methods, art and architecture (Royal Embassy of Saudi
Arabia 2012).

The Arabian Peninsula (Arabic: 4u a1l 5 a1l 404) forms the junction that lay on the ancient
trade routes of Europe, Egypt, western Asia and the southern and middle Asian countries.
Its very large hydrocarbon reserves, mainly in the shallow seas of the Arabian Gulf, and
now the Red Sea, form its wealth® (Saudi Gazette 2012). To the peninsula’s north is the
Zagros zone, where a continental collision between the Arabian Plate and Asia merges with
the Syrian Desert. According to the New World Encyclopedia (n.d.), the Arabian Peninsula
includes parts of Jordan and Irag, although the countries of the GCC are Saudi Arabia,
Kuwait, Bahrain, Qatar, the United Arab Emirates (UAE) and Oman. All these countries
are oil-rich, although population numbers tend to restrict Saudi Arabia and Oman. The
other country to the south of the peninsula is Yemen, which is poor and a constant source of
unrest for the GCC.

The Kingdom of Saudi Arabia itself is defined by desert; a mountainous southern interior;
and large cities, such as Riyadh, the capital in the centre, Dammam on the east coast with
its manufacturing industry, and Al Madinah, Jeddah and Makkah along the western
coastline. The large part of the peninsula of the Kingdom comprises a large central plateau
that rises from the Red Sea to nearly 800 metres, deserts, coastal swamps and mountain
ranges. The Red Sea contains coral reefs, and the peninsula has arguably the largest
uninterrupted sand dune of 40 kilometres in the Empty Quarter to the south and southwest.
As a desert, there is little rain, no freshwater lakes or rivers and an average summer day in
Riyadh is 45°C, while along the coasts, the temperature is lower in summer (38°C), but
with high humidity (New World Encyclopedia n.d.). Thus, March to October is not a
favoured time to travel. However, the hajj pilgrimage arrives approximately 11 days earlier
each year, and is now in early October. Due to constraints on numbers of religious scholars,

difficulties experienced by unaccompanied women travellers, restrictions against alcohol

® Data from New World Encyclopedia (among others). Accessed 26 November 2012 from
http://www.newworldencyclopedia.org/entry/Arabian_Peninsula
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and a strict dress code for women, tourism is constrained to Muslims, men and family
groups. There is somewhat more freedom for other nationalities and religions in the

remaining GCC countries (Ramady 2010).

2.1.2 History

Once humans were established in the region thousands of years ago, the Arabian Peninsula
formed a crossroads (and a relatively impenetrable barrier to unwise travellers) to the main
trading areas between Egypt, west to Europe and Mesopotamia, and east to the Silk Road
and India. The lack of local resources for subsistence living meant that trade was crucial to
the peninsula, and caravan routes made life possible for the limited few at the oases and hill

valleys, and along the coast where they could access fresh water.

As travellers, the tribes intermingled with the agrarian settlements and formed complex
networks and way stations that allowed food and other essentials to be transported from the
east and west. This trade moved from essentials such as dates and almonds to highly prized
essential oils such as frankincense and myrrh from the Tihama plain. Later, spices from the
east were incorporated, traded from the dhows that plied the Arabian Sea, and then
transported by caravan from the south (Oman and Yemen), through Saudi Arabia’s Asir
Province, up to Makkah and Al Madinah through to the Mediterranean, and across to Egypt
(Royal Embassy of Saudi Arabia 2012).

In Makkah, early in the seventh century CE, it is believed that Mohammed received
messages from the Angel Gabriel to rise against polytheism and proclaim the oneness of
god. As he proselytised, the Prophet Muhammad’s following grew, creating enemies and
causing him to flee to the town of Yathrib, now known as Al Madinah. By 628,
Mohammed unified the tribes and moved back to Makkah. The Islamic Empire later
extended from parts of India and China to Spain, and, although economic power moved
away from the harsh desert, trade flourished on the peninsula as travellers frequently used
the Bedouin land-based trade services to explore. Pilgrims began visiting the peninsula, and
many settled in the two holy cities of Makkah and Madinah, bringing knowledge and the
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exchange of ideas from other Arab and Muslim countries. The Islamic Empire continued
into the seventeenth century, when it divided into smaller Muslim fiefs (Royal Embassy of
Saudi Arabia 2012). Invasions of Mongols from the north and east and internal politics

weakened the Islamic world, and the Ottoman Empire moved into the region (Lewis 2002).

By the late eighteenth century, the first Saudi state controlled the central plateau, and early
in the nineteenth century, this extended generally throughout the peninsula, including
Makkah and Al Madinah (Lewis 2002). The Ottoman Empire attacked the insurrection at
Diriyah—a large settlement to the west. However, by 1824, the Al-Saud family had
regained political control of the peninsula. The Ottoman returned to the peninsula in 1865,
and Al-Saud was defeated in 1891, retreating to Kuwait. In 1902, Al-Saud’s son,
Abdulaziz, ‘staged a daring night march into Riyadh to retake the city garrison, known as
the Masmak Fortress’ (Lewis 2002). Abdulaziz continued his quest and united the warring
tribes into one nation in 1932. The Kingdom of Saudi Arabia was declared an Islamic state

with the Holy Qur’an as its constitution.

The history of the Arabian Peninsula is of immense interest to scholars and niche travellers
who seek a desert experience and visit remote sites, such as the World Heritage Site of Al-
Hijr (Madain Salih)—the largest conserved site of the Nabataeans, south of Petra in Jordan.
In its regional areas, the country offers colourful villages and their handicrafts, national
parks with recreational pursuits such as trekking and camping, and day and overnight tours
to experience the desert and its communities. In the cities, there are coastal activities,
resorts, fun parks and extensive accommodation and restaurant choices. There are also
museums, markets and art galleries for domestic and international tourists. Other references
to support this discussion are Ramady (2010), Ali (2008) and Almunajjed (2010).

2.1.3 Government

Decision making in Arab and Islamic societies for society, business and government is

through consensus (ijma); thus, Arab leaders are chief consensus makers (Kéchichian
2008). Consensus requires consultation (shura), which avoids the clear division that
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emerges from a vote. In its perfect form, consultation incorporates input from all, which the
(designated) ruler of the family, tribe, organisation or country must consider. Thus, those
who contribute to the consultation must be carefully selected (Al-Rasheed 2008). At the
beginning of Saudi rule, a local Majlis al Ahli in the Hijaz remained from the Ottoman
regime and was retained with limited elected representation. Abdulaziz developed the
Majlis al Ahli into a national council that had appointed and elected members; this was
disbanded in the 1950s and replaced by the Council of Ministers, with the King as Prime
Minister (Kéchichian 2008). As oil revenues began to flow, King Faysal (1964-1975) and
the Council of Ministers began building structures for government, business and society
(Al-Rasheed 2008).

The Basic Law—a declaration of rights and responsibilities between the citizens and the
state—was introduced by King Fahd in 1992, reaffirming the principles of government as
consultation and the equality of citizens under Islamic Shari’a law (Ansary 2008). Majlis al
Shura was reinstated and a Regional Law proclaimed. The Shura was an advisory council
that was established the following year and its 60 members were appointed for four years
(Dekmejian 1998). The Shura was extended to 90 members in 1997, 120 in 2001 and 150
in 2005. The Shura has 12 separate committees to provide the King and the Council of
Ministers with information and advice, and citizens can approach Shura members to
communicate their views. However, as a consultative council, the Shura has no legislative
power (Ansary 2008). Under this structure, the 13 provincial governors administer their
domains. Each province, a city and its surrounds has an appointed governor, municipal

government and departments to administer and implement the economic plan.
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Figure 2.1: Provinces of Saudi Arabia
Source: Royal Embassy of Saudi Arabia (2012)

The provinces are Riyadh, Makkah, Al Madinah, Eastern (capital Dammam), Asir (Abha),
Al-Baha, Tabuk, Qassim (Buraidah), Hail, Al-Jouf (Sakakah), Northern Borders (Ar’ar),
Jizan and Najran (Royal Embassy of Saudi Arabia 2012). The ministries of interest to this
study are the Prime Minister’s Office, Ministry of Commerce and Industry, Ministry of
Culture and Information, Ministry of Foreign Affairs, Ministry of Education, Ministry of
the Hajj, Ministry of Labour and Social Affairs, Ministry of Municipal and Rural Affairs,
and Ministry of Planning and National Economy. Government agencies include three
chambers of commerce and industry (in Jeddah, Riyadh and Dammam); various financial
institutions, including the Saudi Arabian General Investment Authority; ports, railways and
aviation organisations; and the Supreme Commission for Tourism and Antiquities (Royal
Embassy of Saudi Arabia 2012). There is a blurred zone between the public and private
sectors, with Saudi Arabian Basic Industries Corporation (SABIC) listed as a government
body, and Aramco and Saudi Airlines not, and with Saudi Telecom 70 per cent owned by

the government, according to Telegeography (2012) (an international data site).

This indecisive zone is apparent in the tourism industry, which permeates each of these
organisations, with the possible exception of SABIC (chemicals) and Aramco (oil);
however, these companies also have a large number of international workers. The
importance of tourism and the hospitality industry to the government is paramount due to
the potential for careers for Saudisation (the replacement of non-nationals with skilled,
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experienced Saudis). This was highlighted by the president of the Saudi Commission for
Tourism and Antiquities, who estimated projects underway in the Kingdom at SR290
billion ($AU74 billion), including high-speed trains (Al Hamid 2012). The Commissioner
announced that, as a result of intercession by the Commission between the Ministries of
Foreign Affairs and Hajj, a greater number of umrah (private pilgrimage) visas were to be
issued to reach over five million religious tourists each year. Further, the Commission has
agreements with 45 government organisations to promote tourism and improve
infrastructure (Al Hamid, 2012).

2.1.4 Demographics and Human Capital

The demographic profile for residents in Saudi Arabia is that they are young and seeking
work in the public sector. Saudis marry young in relation to other countries; however, the
birth rate has fallen over the last decade to average world rates as women’s education levels
rise. There is no minimum age of marriage for Saudi girls, and their fathers, as guardians,

have control over whom they marry and when this can occur (Reuters 2012).

The Central Department of Statistics and Information (2011) reported 28.38 million people
in the country in 2010, with 19.4 million Saudis and the remainder largely foreign workers.
The population growth rate was a high 2.9 per cent from foreign workers, with 2.28 per
cent among Saudis. However, production of other statistics is somewhat erratic, with an
annual book of statistics not produced since 2010 and other data falling behind.
Euromonitor (2012) placed Saudi households at five million in 2011, up 17 per cent since
2006. There were 5.3 people per household, which was slightly down from the figure of 5.6
in 2006. This reflects the reduced birth rate. The World Factbook (2012) placed the
population at 26.5 million in 2012—which may reflect turnover in itinerant workers—with
approximately 21 million Saudis. Approximately 29 per cent of these people were under the
age of 15 years, with a median age of 26 years. The population growth rate was estimated
by the World Factbook at only 1.5 per cent for 2012—half that estimated by the Census
Department.
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The literacy rate was low at 87 per cent, reflecting the rise of education from the 1980s,
with only 81 per cent of women being able to read and write in 2010. However, expectancy
for school life was 14 years for both girls and boys in 2012 (World Factbook 2012). The
United Nations Education, Science and Cultural Organisation (UNESCO) (2010-2011)
reported that the orientation of the Ministry of Education’s 10-year plan for 2004 to 2014
was inter alia to equip citizens with skills and knowledge, to develop society economically
and culturally and to prepare individuals to be useful members of their communities. The
ninth economic development plan for 2010 to 2014 emphasises the role of education in
achieving and strengthening human capital development. The education system comprises
the Supreme Committee of Educational Policy, which oversees the Islamic orientation of
Saudi education, and the Ministries of Education and Higher Education, which include a
standards committee—the National Commission for National Accreditation and
Assessment. A Technical Vocational Training Corporation has assumed responsibility for
this sector. In the school structure, there are 13 General Educations Departments, one for
each province, and 29 Provincial Education Administrations. In addition, there are now
Educational Councils in each administration to better integrate the needs of the community
into outcomes for the students (UNESCO 2010-2011).

The United Nations noted that school education consists of kindergartens, generally in the
urban areas; primary school of six years; separate intermediate school of three years; and
secondary school of three years. Girls and boys occupy separate establishments throughout,
although the curricula are common until secondary school. During the sixth grade, a typical
week’s schooling would be nine 45-minute periods of Islamic studies; eight of Arabic
language; eight between mathematics (five) and science (three); one each for history,
geography, civics and fine arts; and three for physical activities. In the last intermediate
year (grade nine), there are eight periods of Islamic studies; six of Arabic language; four of
English language; four each of mathematics and science; two each of history, geography
and fine arts; and one 45-minute period for physical activities. However, the Guardian
reported that the Saudi Cabinet decreed that English instruction would begin in primary

schools in 2011 (de Lotbiniere 2011). There is a choice in secondary school between the
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religion, administration, social sciences, natural sciences and technical science streams;

however, there are a minimum of five periods for Islamic studies.

Despite the investment of five per cent of GDP per year in education, the results remain
poor. UNESCO data shows that, in 2010, approximately 80,000 young Saudi women were
illiterate and 28,000 Saudi men were uneducated, with over 500,000 Saudi children not
attending school. Saudi Arabia’s tertiary enrolment is low for a G20 nation, and significant
investment in education infrastructure and its curriculum is still required for Saudi Arabia

to maintain its current standards of living.

2.1.5 Economy

Oil formed Saudi Arabia’s wealth, and will continue to do so in the foreseeable future, as
sites for more oil are being discovered around the peninsula (Saudi Gazette 2012). Aramco
is the driver of this wealth. In the 1960s, the company was producing two billion barrels per
day, and annual crude oil production had more than doubled by 1974. The Saudi
government began acquiring the company from its previous owners—Standard Oil and
Californian Oil. In the 1980s, the handover was completed and the company had its first
Saudi Chief Executive Officer. By the end of the decade, nearly three-quarters (73 per cent)
of its employees were Saudi. After the Gulf War of the 1990s, Aramco emerged with
expansion into petrochemicals and gas exploration, with partnerships around the world. To
counter the oil shocks of the 1980s, ‘the company delivers on the Kingdom’s long-standing
promise to ensure the stability of the international oil market and the reliability of supplies
to consumers’ (Aramco 2012). The company currently manages one of the world’s largest
oil reserves of 259.7 billion barrels, producing 9.1 million barrels per day in 2011, and

natural gas reserves of 282.6 trillion cubic feet.

Saudi Arabia’s economy is subject to strong government controls (Ramady 2010).
According to the World Factbook (2012), the petroleum sector accounts for approximately
80 per cent of budget revenues, 45 per cent of GDP and 90 per cent of export earnings.
While this enables strong economic expansion, productivity is low, and the government is
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promoting growth in the private sector for diversification and employment—particularly in
the hospitality industry, in order to serve the five million pilgrims, as well as in finance,
retail and telecommunications (Al Somali et al. 2011). Nevertheless, approximately five
million foreign workers form the bulk of the private sector, mainly in the construction and

oil businesses.

A nation’s competitiveness depends on its ability to capitalise on factors that can lead to
new sources of wealth, thereby offering productivity and a good business environment. In
this regard, Saudi Arabia has moved on the Global Competitiveness Index from sixty-
seventh among 135 countries in 2005, to eighteenth in 2012 to 2013 (Ramady 2010; World
Economic Forum 2012). However, it was ranked sixty-second on the equally important (for

this study) 2011 Travel Tourism Competitiveness Report.

The International Monetary Fund (IMF) (2012) stated that the outlook for the Saudi
economy, which grew at 7.1 per cent in 2011, remains buoyant. The oil sector continues to
dominate; however, budgetary controls have reduced the relationship between the oil price
and budgetary spending, and the IMF noted that progress is being made on diversifying the
economy. Eight per cent growth was recorded in the non-oil sector, which was the highest
rate since 1981. The private sector grew at 8.5 per cent, with the construction and

manufacturing sectors providing the majority of this growth.

Increased oil prices and oil production has allowed infrastructure projects to continue,
especially railway and accommodation infrastructure, which is important for the peak
season of the hajj. However, financial deepening in the private sector and an increase in
productivity remain issues for the Kingdom. Increased oil revenues are also necessary to
address long-standing social issues, including employment creation, the availability of
affordable housing, and financing for small and medium sized enterprises. This would
assist the midsized tourism operators and other companies, such as tour providers, tourist

agencies, online tourism businesses and retailers (IMF 2012).
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Nonetheless, the substantial reliance of the Saudi economy on oil implies that the global oil
market remains the main source of risk and private sector growth. Non-oil growth per
capita has lagged behind that of other emerging market economies. The IMF cautioned that
labour market reform, including training and skill-acquisition programmes, would facilitate
a more dynamic private sector and stimulate job creation for nationals outside of the public
sector. The report noted that credit funding to the non-oil sector grew substantially between
2000 and 2011, although small and medium sized enterprises and mortgage lending remain
relatively underdeveloped:

The share of bank loans going to small and medium-sized enterprises, for
example, is below the levels in other countries. Consequently, it is important to
support the emergence of a strong small-business sector in a manner that
facilitates a transition to regular financing sources (IMF 2012).

2.2 Tourism and Travel Industry

The tourism industry is a manifestation of globalisation and rising prosperity in emerging
economies. As a rule, the tourism industry consists of desirable locations, the public
sector’s provision of the physical infrastructure and regulatory environment required to
access these locations, and the private sector’s willingness to provide an attractive
destination and pleasant experience. This section presents a brief overview of the tourism

industry, focusing on hospitality, religious tourism and the Saudi experience.

2.2.1 Global Tourism

In a seminal study, Smith (1977, 1989) defined the anthropological nature of tourism as the
study of cultures and the factors that entice humans to travel. In this early work, based on
the pivotal role of the United States (US) in the world economy, the factors that led to
tourism were leisure time, discretionary income and “positive local sanctions’. Leisure time
occurred as the workweek in the US shrank from 66 hours to 48, and then to full- and part-
time work and contracted labour. Paid annual leave started at two weeks, then three, then
four or more. National observance days moved to permit long weekends, the retirement age

fell, and rising longevity saw people travelling into their eighties. Discretionary income—
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income left over after living expenses—tended to rise in the long term, and propensity to
save decreased as a new generation grew up in the seemingly continual economic

expansion of the second half of the twentieth century. Thus, tourism evolved as an industry.

Interestingly, Smith contrasted the US and European viewpoints to travel, or social
‘sanctions’, as stating that while it was acceptable for a European student to hitchhike
across Europe and stay at youth hostels as a means of gaining cultural experiences,
hitchhiking was not condoned in the US. In the US, using aircraft to reach a destination was
socially preferable to transcontinental bus, which was a sign of poverty; in Europe, railways
and railway stations were highlights of the travel experience. Further, Smith (1989)
predicted that East Asia countries (as emerging economies) would engender local or
internal tourism, then attract international travellers, and finally travel themselves. This
prediction also seems true of Saudis. Saudis have long hosted pilgrims on hajj and are now
developing the infrastructure to accommodate larger numbers of tourists. However, as the
Commissioner for Tourism and Antiquities recently complained, ‘few Saudis toured in
their own country: “I know that about 95 percent of Saudis have not seen beautiful places in
various parts of their country including Jazan, Tabuk, Farasan and Al-Ula”” (Al-Hamid
2012).

Saudi Arabia joined the United Nations World Tourism Organisation (UNWTOQ) in 2002,
and now 1,555 countries are signatories (UNWTO 2012). The UNWTO stated that there
were 982 million international arrivals 2011, and, in 2012, this is expected to reach one
billion. These arrivals generated $US1.03 billion in export earnings. The tourism industry
body, the World Travel and Tourism Council (2012), stated that the countries to which
travel and tourism provide the largest absolute contribution to GDP in 2011 were:

1. United States (3US434.4b);
China ($US181.6b);
Japan ($US123.5b);
France ($US102.8b);
Brazil ($US80.2);
Spain ($US78.5);

o g ~ w D
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9.
10.

Italy (3US71.6);

Mexico (3US63.7);

Germany ($US58.3); and

The United Kingdom (UK) ($US56.2).

The fastest growing tourism countries are building their infrastructure and are vulnerable to

economic, social and environmental issues; however, of those countries within the top 10

positions, Uganda (one), Namibia (five) and Turkey (six) are arguably in the region.

Relevant to this study, the countries experiencing the largest number of jobs from tourism

and travel were:

1.
2.
3.

4
5
6.
7
8
9

China (61.9 million jobs);
India (39.3 million);

United States (14.3 million);
Indonesia (8.6 million);
Brazil (7.7 million);

Mexico (6.3 million);

. Thailand (4.5 million);
. Japan (4.4 million);

. Vietnam (4.3 million); and

10. Russian Federation (3.9 million).
Saudi Arabia had 234,500 jobs in the hotel industry alone (World Travel and Tourism
Council 2012). In the hospitality area, the UK Smith Travel Research (STR) Global Hotel

Review publishes monthly indicators, which are presented in Table 2.1.
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Table 2.1: Global Hospitality Indicators 2011-2012

Region Global performance (data in $US) October 2012 and October 2011
Occupancy rate  Average day rate Revenue per Per cent change from
per cent (Occ.) per room (ADR) available room October 2011

rate (RevPAR)
2012 2011 2012 2011 2012 2011 Occ. ADR  RevPA
R
Asia Pacific 70.9 71.1 13551 136.30  96.08 96.86 -0.2 -0.6 -0.8
Central and 60.5 56.4 14457 154.01 8751 8690 7.3 -6.1 0.7
South Asia

North- 70.2 71.8 123.02 122.18 86.31 87.67 -2.2 0.7 -1.5
eastern Asia

South- 72.4 69.8 135.02 129.96 97.72 90.66 3.8 3.9 7.8
eastern Asia

Australia 77.4 76.5 179.42 189.24 138.92 14476 1.2 -5.2 -4.0
and Oceania

Americas 64.3 62.8 111.10 106.92 71.39 67.10 2.4 3.9 6.4
North 64.3 62.8 110.37 106.09 71.02 66.67 2.4 4.0 6.5
America

Caribbean 54.8 49.4 136.72  129.77 74.93 64.10 11.0 5.4 16.9
Central 52.5 56.6 101.14 102.93 53.10 58.30 -7.3 -1.7 -8.9
America

South 67.8 69.1 143.17 144,58 97.07 99.88 -19 -1.0 -2.8
America

Europe 71.6 71.3 138.17 14231 98.93 10151 04 -2.9 -2.5
Eastern 66.7 64.7 118.72  120.80 79.13 78.11 3.1 -1.7 1.3
Europe

Northern 75.8 74.9 131.44 13159 99.66 98.60 1.2 -0.1 11
Europe

Southern 67.2 68.2 136.61 142.22 91.83 97.02 -15 -39 -5.3
Europe

Western 71.9 71.7 154.05 16257 110.74 11655 0.3 -5.2 -5.0
Europe

Middle East 65.5 62.7 183.97 168.14 12056 105.35 4.6 9.4 14.4
/Africa
Middle East 68.6 66.6 246.44 21753 168.95 14477 3.0 13.3 16.7

Northern 59.4 53.9 93.02 93.37 55.29 50.29 104 -04 9.9
Africa
Southern 64.6 62.8 128.99 131.30 83.38 82.52 2.9 -1.8 1.0
Africa

Source: STR Global (2012)

The latest data from STR Global (November 2012) was that the Middle East/Africa region
reported positive hotel performances, with hotel occupancy increasing by 4.6 per cent to
65.5 per cent during October 2012, while its average daily rate rose 9.4 per cent to
$US183.97, and revenue per available room grew 14.4 per cent to $US120.56. Saudi

Arabia’s hotel occupancy was up to 66 per cent—a change of 10.5 per cent over the
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month—and revenue per average room rate was at SR762.85—a change of 38.5 per cent
over the previous month, reflecting the influence of the hajj (24-29 October 2012).

Undoubtedly, the statistics reflect a relatively volatile industry, which means, as Smith
(1977, 1989) alluded, that discretionary income and consumer sentiment and thus customer
service are paramount. The travel and hospitality industries are very much tied to season
and location, and these are the drivers of income for the local industry. This is particularly

true for religious tourism.

2.2.2 Religious Tourism

Religious tourism, one of the oldest forms of tourism and a worldwide phenomenon, is
either exclusively or strongly motivated by religion (Rischede 1992). Rischede (1992)
included religious-themed secular activities, such as conferences, within this sector, and
extended the duration of a pilgrimage from a visit to a nearby pilgrimage centre to several
days or weeks to an international location. Organised forms of religious tourism have
definitive characteristics, such as number of participants, social structure, seasonal travel,
and choice of transport and accommodation. Timothy and Olsen (2006) extended the notion
of religious travel to include spiritual experiences, and stated that religious travel in all its
manifestations has not been adequately studied in the literature. There is limited
understanding of what motivates millions of people each year to ‘venerate certain spaces
and visit them’ (Timothy & Olsen 2006, p. xiii). Timothy and Olsen noted the rise of
cultural and heritage tourism, and added that this has formed public interest in the
economic potential of religious tourists. Mosques, cathedrals, pilgrimage paths, sacred
architecture and the attraction of the metaphysical are part of the growing interest in
cultural tourism, with curious tourists out-numbering pilgrims, thereby leading tourism
marketing to expand to accommodate both aspects of the travel experience (Timothy &
Olsen 2006).

Islamic countries are at the forefront of this religious and cultural experience. Several

Muslim states have proved attractive to tourists. Famous Islamic architecture, such as the
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Taj Mahal and the Ottoman palaces in Turkey, draw large crowds of tourists; however,
these areas’ governments and citizens recognise the negative social aspects that tourism can
entail, including illicit drugs, alcohol consumption, immodest clothing, gambling and
prostitution (Al-Saleh & Hannam 2010). Timothy and lverson (2006) noted that the
Maldives has segregated its national and tourist populations by developing resort islands
and restricting access to ‘home’ islands by day visitors who are required to abide by dress
and behaviour codes. Saudi Arabia typically sources its tourists from Muslim countries,
thus avoiding the pitfalls of unbridled tourism. With the world Muslim population reaching
1.9 billion by 2020—25 per cent of the world’s population (Pew Forum on Religious and
Public Life 2011)—this rationale appears valid to meet the Kingdom’s foreseeable religious

tourism capacity.

Religious tourism in Saudi Arabia centres on Makkah and Al Madinah. Timothy and
Iverson (2006) described the sacred area (haram) around Makkah that includes Arafat,
Mina and Muzdalifa and other points that are part of the hajj experience. The haram is
marked with signs and checkpoints that no non-Muslim may cross. The Al-Masid al-Haram
is the central mosque in Makkah, and the compound is constantly expanded to cope with
the numbers of pilgrims. At the centre is the Kaaba—a structure built of granite and
covered in a black cloth. This is the holiest place in Islam, and the centre of the pilgrimage
experience. Hajj rituals are physically demanding, such as the Tawaf (circling the Kaaba
seven times counter-clockwise) and the Sa’i (travelling seven times between the Marwah
and Safah hills). This second ritual commemorates the search for water in the desert by the
Prophet Abraham’s wife, Hagar, after she was left alone with their baby, Ismail. Pilgrims
visit Mount Arafat, where Mohammad delivered his last sermon in the year 632 CE—three
months before his death. At Mount Arafat, Muslims come to ask their God for forgiveness
and to reaffirm their faith, in the zenith of the hajj rituals. The pilgrims also visit the Valley
of Mina, where they take part in a three-day stoning of the three pillars representing the
devil, called Jamrah. Stoning the pillars represents Satan being driven off by the Prophet
Abraham, Hagar and Ismail. The pilgrims throw the stones to symbolically ward off their

own temptations (Morgan 2010).
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As the hijri calendar is lunar and differs by about 10 days each year from the Gregorian
calendar, the hajj is performed throughout the year, including summer, when temperatures
regularly reach 45°C (Royal Embassy of Saudi Arabia 2012). Together with the vast
numbers of pilgrims, the experience can be overwhelming, and heart attacks can occur.
Infectious diseases are another manifestation of the hajj, as people come from tropical
areas. With the region acting as host to so many Muslims, the hajj is a time of considerable
risk for the government. Thus, it is necessary for them to ensure the availability of secure
accommodation in hotels, rather than tents; provide sufficient support during the arduous
rituals; and ensure that the logistics of the hajj operate smoothly and without danger to the

pilgrims.

2.3 Tourism in Saudi Arabia

As the previous sections illustrate, tourism management is particularly complex in Saudi
Arabia. The hajj has become the epicentre of the mass migration of millions of Muslims of
enormous ethnic diversity. No other mass gathering can compare, either in scale or in
regularity (Memish 2010). This section considers the logistics and challenges involved in

hosting a religious event of these proportions each year.

2.3.1 Logistics of the Hajj

The logistics of the hajj and the supporting umrah pilgrimage during the year account for a
substantial proportion of the country’s annual expenditure, through services, consumables
and infrastructure. The hajj terminal at King Abdulaziz International Airport at Jeddah is
linked to the Haramain speed rail project, which will begin operation in 2017. This
connection will link the two holy cities through Jeddah to Riyadh and Dammam, thus
spanning the peninsula for the first time. The rail link is expected to carry more than
150,000 passengers daily during the peak seasons of hajj and umrah, and operational parts
in Makkah can transport (Davids 2012). In the meantime, the metro can transport around
38,000 passengers per hour between stations around Makkah. The services will be fully
operational in 2012 (Makkah Metro 2011).
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Planning of the hajj each year is probably finalised with the number of visas to be issued.
In 2012, there were five million visas issued, and three million people attended the hajj (Al
Hamid 2012). The hajj visas are issued to firms who employ agents throughout the world,
who then book flights and accommodation based on the number of (free) visas they receive.
On arrival, the pilgrims are designated to a representative of the Unified Agents in Jeddah,

who is their point of contact (Royal Embassy of Saudi Arabia 2012).

Accommodation is usually delivered through one of the massive new hotels, such as the
Makkah Clock Fairmont Hotel, which has 858 rooms. According to the Saudi Commission
of Tourism and Antiquities (2012), there are 574 licensed hotels and furnished apartments
in Makkah, with 115,000 rooms of various classes that can accommodate 1.3 million hajj
and umrah pilgrims each month. The Commission expects that the Kingdom will receive
88 million visitors by 2020, with religious tourism accounting for around 16 million
travellers by 2014. These predictions have given impetus to growth in the number of hotel
rooms to be built in the Makkah region, with many developers announcing projects. One

company is investing $US3.2 billion to add 8,500 rooms.

2.3.2 Tourism Overview

Researchers have questioned the traditional separation between tourism and leisure.
Morrison et al. (1999/2006) did not segment the industry, and referred to the *hospitality,
tourism and leisure industry’. In a review of the literature, and despite potential differences
in observable behaviours, Carr (2002, p. 972) stated that ‘there is a commonality between
the underlying influences that define how people behave during their leisure and tourism
experiences’. However, in an economic study of the leisure and non-leisure tourism
industries, Divisekera (2010) studied the elasticity of tourist expenditure data, which were
placed in commodity groups of accommodation, food, transport, shopping and
entertainment for the two groups. Divisekera found that leisure tourism was more price-
elastic than non-leisure tourism, which was price inelastic. This separation of tourism was

termed by Getz (2007) “event tourism’, where the event may be business, sport or festivals
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and culture. This may be of consequence to Saudi Arabia, with the annual hajj and regular
umrah pilgrimages to Makkah and Al-Madinah; thus, religious tourism is another part of

the research field.

Hospitality is a human trait and can be seen as a powerful economic activity; however, it is
a recent academic discipline with no consensus on an appropriate definition (Ottenbacher et
al. 2009). Researchers argue that hospitality is a broad term and a diverse group of
industries. They state that this situation creates substantial issues in research, such as the
validity and cross-referencing of empirical studies, and whether dimensions of hospitality
separate it from the broad field of social studies. Wood and Brotherton (2008) formulated
an extensive multi-discipline approach to the problem. They synthesised the issues thus:
e Hospitality is an evolving phenomenon with multiple characteristics and qualities at
any given point in time;
e Hospitality is present in multiple social contexts, such as local, regional and
international;
e Hospitality is provided for many reasons, but always expects some form of
reciprocity;
e Hospitality involves strangers as visitors (which researchers dispute); and
e Hospitality can be provided and experienced without the provision or receipt of

hospitable behaviour.

For pragmatic purposes involving time and the need for parameters, this study will define
hospitality broadly, and select hotel and restaurant sectors to survey management. Jeddah
and Makkah are the venues for the survey, as these cities host the majority of visitors to
Saudi Arabia. As noted, Saudi Arabia has a highly seasonal tourism experience, based on
the hajj. However, in addition to those attracted by the hajj, as a country of 28 million
people, it also has holiday makers, short-term visitors, business travellers and pilgrims who
take advantage of their time in the country by undertaking tourist activities. Tourism

indicators are shown in Table 2.2.
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Table 2.2: Main Saudi Tourism Indicators 2004-2010

Indicator 2004 2005 2006 2007 2008 2009 2010
Inbound tourism
All arrivals 11,082 10,417 10,962 13,479 17,717 13,318 13,025
(000)
Overnight (000) 8,579 8,037 8,620 11,531 14,757 10,896 10,850
Same day (000) 2,503 2,380 2,341 1,948 2,960 2,422 2,147
Tourist nights 111,810 91,359 112,383 152,372 209,309 157,010 180,885
(000)
Auv. length of 13 114 13 13.2 14.2 14.4 16.7
stay (days)
Total SR24.3b. SR20.3b SR18.6b SR19.6b SR36.4b SR29.1b SR25.6b
expenditure
Outbound tourism
All departures 4,234 5,009 2,336 4,817 4,705 6,467 7,551
abroad (000)
Nights outside 52,844 56,143 25,944 45,376 42,155 54,657 89,045
KSA* (000)
Total SR16b SR14.1b SR6.8b SR18.3b SR19.7b SR28.4h SR22.5h

expenditure

*KSA: Kingdom of Saudi Arabia

Source: Saudi Commission for Tourism and Antiquities (2012)

This table shows that tourism continues to grow, and is forecast to maintain this trend.

Alpen Capital (2012) reported on the GCC hospitality industry, and expects that it will

continue to grow 8.1 per cent per annum from $US19.2 b in 2011 to $US28.3 billion by

2016. The firm agreed with STR Global (2012) that hotel occupancy rates will average

around 67 to 73 per cent between 2012 and 2016. They also noted that the number of

upmarket hotel rooms coming online will raise the average room rate from $US212 to
$US247 between 2012 and 2016. Given its position on the peninsula, Saudi Arabia is

predicted to continue to dominate the industry for the GCC in terms of revenues, followed
by the UAE (see Figure 2.2).
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Figure 2.2: Industry Outlook

This accords with the views of the Commissioner of Tourism and Antiquities, which
intends to broaden the scope of services for land travellers, such as by improving the
frequency and resources in service centres along the country’s arterial roads, given that
approximately 86 per cent of travellers use these. The Commissioner noted that such
facilities are a good source of jobs for remote regions. It also noted that Saudisation in the
travel industry was 26 per cent in 2012—crucially, without financial support from the
government. Interestingly, the Commissioner called for the establishment of a tourism
company and tourism fund to implement major tourist initiatives, such as the Red Sea
tourism development project. The Commissioner noted that a general tourism law and an

antiquities and architectural heritage law will be issued in 2012 (Al Hamid 2012).

Saudisation was introduced in the last part of the 20™ century to reduce the liability on the
government to provide employment for nationals. The aim of Saudisation was to replace
the non-national expertise in management and professions with nationals who were
beginning to emerge from the enlarged education system. However, there were several
factors that acted as significant barriers. Initially, Saudi graduates and school leavers lacked
workplace skills including adequate English fluency, computer knowledge, and skills and
knowledge to compete against the cost-effective labour available from other Arab countries
and southern Asia (Madhi & Barrientos 2003). There were also insufficient numbers of

qualified and experienced Saudis to meet employer needs, especially in staffing new
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developments in the tourism industry, thus employers could with relative ease obtain more
work permits for their needs. Several Saudisation projects over the decade targeted certain
industries such as insurance and finance with some success, and some service occupations
that less qualified Saudis tended to avoid. There were therefore very few entry points for
Saudis in the private sector, especially for women, who were legally segregated in public
(Almunajjed & Sabbagh 2011). Whilst there were laws that facilitated women’s entry into
the workplace, and stipulated rising Saudi quotas dating from 2005, these were not
enforced because of the perceived barriers until 2011, when the Arab Spring and social
pressure for youth employment engendered Nitagat. Nitagat is a colour-coding system that
classifies firms in their adherence to Saudisation; those in the red and yellow find difficulty
in obtaining non-national work permits and are penalised in their dealings with government
administration, especially when using illegal (non-permit) labour. Those in the green and
superior ranges gain assistance reaching Saudi minimum pay (SAR3000 per month, or
$AUB70), training for their employees, and assistance gaining non-national labour. Saudi

levels in the tourism industry vary around 35 per cent (Alpen Capital 2012).

Hospitality is a leading sector in Saudisation. It benefits from religious tourism, which
accounts for 47 per cent of inbound tourism. In 2012, the total number of tourists to the
country for the year is expected to reach 16.2 million. Domestic tourism paralleled inbound
tourism in 2009, with summer holidays comprising 40 per cent of all domestic travel as
Saudis visited the Makkah and Jeddah region. Jeddah’s location on the Red Sea is very
attractive, and, in combination with religious tourism and activities such as the Jeddah
Summer Festival, the area is the preferred tourism destination, with 40 per cent market
share of domestic tourism and 3.8 million visitors during Ramadan in August to September
2009. This same year, Saudi tourism in all areas comprised 43 million visitors who spent

355 million nights in hotel accommodation (Arab News 10 April 2012).

The World Travel and Tourism Council (2012) stated that Saudi Arabia has 234,500 jobs in
the hotel industry, while the Saudi Commission of Tourism and Antiquities (2012) placed
tourism’s overall contribution to GDP at 7.2 per cent in 2011, with 670,000 staff employed,
including 26 per cent Saudisation. This theme was raised by the managing director of the
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French company, Accor Middle East (Dubai), who expects to open 11 hotels during 2012
to 2013, nine of which will be in the UAE. In Saudi Arabia, the 176-room Ibis Yanbu will
open in 2012—the first time a global group has brought an economy brand into Saudi
Arabia. The managing director noted that all Accor hotels in Makkah were Nitagat green
label, with a target of recruiting 1,400 nationals by 2016 (Hotelier Middle East 2012).
Hotelier named the 10 largest firms on the peninsula as:

1. Accor;
Golden Tulip;
Hospitality Management Holdings;
InterContinental Hotels Group;
Marriott International;
Rotana;
Starwood Hotels;
Hilton Worldwide; and

Jumeirah Group.

© © N o g > w D

The majority of these firms have a presence in the Kingdom, and the remainder have
advanced plans for expansion into Saudi Arabia. Gannon et al. (2010) cautioned that
international hotels’ ability to develop and sustain human resource competitive advantage is
compromised by the models they adopt when entering new territory. Only where
companies ‘develop ... supportive relationships with their property-owning partners can the
challenges of managing human resources in these complex and diversely owned

arrangements be surmounted’ (Gannon et al. 2008, p. 638).

Furnished and serviced apartments form another part of the accommodation sector. These
nearly doubled from 2006 and 2009 to 4,423, responding to the growth of domestic
tourism. The Makkah province, including Jeddah, accounts for nearly 35 per cent of the
country’s furnished apartments; however, peak season trade reached only 54 per cent
occupancy during the 2009 hajj, which showed an oversupply of this type of
accommodation. The third accommodation sector is that of friends and relatives’
accommodation, which is particularly popular during hajj. However, the numbers of people
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using this form of accommodation are thought to be declining in response to the

competitive pricing of the commercial accommodation sector.

Small to medium sized businesses in Saudi Arabia, which comprise 95 per cent of
commercial registrations, are those businesses that employ fewer than 100 workers. There
are more than 700,000 such enterprises active in the Kingdom, and 47 per cent of these
were engaged in commercial and hotel businesses in 2008. In a GCC report for
Eurochambres, Hartog (2010) referred to the Riyadh Chamber of Commerce data, which
placed 47 per cent of these businesses in trade and hospitality, representing around 330,000
enterprises throughout the Kingdom. The author found few GCC nationals employed in
very small businesses with up to 10 employees, while firms with up to 100 employees
employed between 40 per cent and 63 per cent of the insured private labour force—a very
substantial share, but below the high estimates of up to 85 per cent that are sometimes

claimed.

The practice of delegating daily operations to expatriate managers limits innovation and the
acquisition of skills among small business owners. Hartog (2010) said that such businesses
prefer regular income from low-margin activities and low effort from the owner. In
addition, there is a clumping issue, with dozens of similar businesses established next to
each other, so that standardised products and services are the mainstay, thereby
undermining growth and the accumulation of capital for expansion or innovation.
Unfortunately, this also prevents the creation of the more highly paid, high quality jobs that
are the national aspiration. The business culture in the Gulf is largely oral and research is
not sought after due to its cost and the disinclination of business owners. Thus, small
businesses in the country average only seven years—they go out of business as soon as

market conditions change.

With the strong tourism traffic, restaurant management must also consider value-related
factors; décor, product and service have a significant effect on consumer satisfaction, while
product price is not as important. Thus, an expatriate manager must differentiate, innovate

and provide a superior experience for restaurant patrons, while understanding Arabic
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cultural mores. Furthermore, food safety is a notable issue. In a study of the presence of
vermin in Jeddah, Noureldin and Farrag (2010) found that all restaurants had significant
infestations of cockroaches—40 per cent of all those caught in commercial and private
premises—while hotels had the least (four per cent). The necessity for strict hygiene
practices was supported by Al-Goblan and Jahan (2010), who studied data from Qassim
province and found that the majority of food poisoning involved cooked meat and occurred
during the summer months. The authors advocated better management of commercial food
establishments to ensure food safety, with better training for industry employees. Such
indirect support for the industry is another pathway for professional employment (Sadi &
Saricimen 2010).

2.4 Employment

The Saudi population holds certain cultural and social perceptions towards employment in
the private sector, and these ideas are projected onto their willingness and motivation to
work. Therefore, recruiting and retaining qualified Saudi workers is made more difficult for
companies because they not only have to train them in the skills they lack, but must also
enforce a work ethic. Expatriate supervisors are unable to raise productivity levels in Saudis
(Tayeh & Mustafa 2011). Saudis acquire social status from their position title; however,
senior positions in the hospitality industry demand a higher level of technical expertise than
can be fulfilled by local labour. Therefore, in the hotel industry, most Saudi workers
occupy clerical and supervisor positions, with accounting, legal and IT professionals
provided by foreigners. In addition, service staff, such as housekeepers, chefs, waiters and
bellhops, are also imported labour, as it is commonly assumed that imported workers are
more willing to take on tasks that demand greater physical activity at lower wages than are
Saudis. This makes them an attractive commodity in the hospitality industry, which

requires workers to perform demanding tasks (Tayeh & Mustafa 2011).

2.4.1 Foreign Labour
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All GCC countries use imported labour. Rees et al. (2007) observed that this reliance will
have long-term negative effects on social, economic and political conditions through social
disquiet caused by youth unable to access the jobs and money that give them sufficient
status to start a family. Consequently, the GCC governments have nationalisation policies
to balance the needs of local workers and the demand for qualified workers, especially in
the hospitality industry. According to Shah (2006), policies intended to improve the
employment rates of indigenous workers generally include issues related to visa regulation,
health insurance, training workers and creating job opportunities. In addition, they also
involve measures implemented in marketing and importing, as well as nationalising, the

workforce.

Al-Dosary and Rahman (2005, p. 495) noted that Saudisation—that is, the replacement of
non-nationals with qualified and experienced Saudis—is also aimed at reducing poverty
levels in Saudi Arabia; however, business owners cite lower productivity with Saudi
workers (Sadi & Henderson 2005). This is partly due to the standard of graduates from
universities, and an inability to employ certified people through the vocational and training
system (Tayeh & Mustafa 2011). Due to the relative lack of tourism qualifications in the
country, and the lower inclination of Saudi youths to pursue tourism as a career, few
students currently study in this area. When this was attempted to be addressed, Tayeh and
Mustafa (2011) claimed that the resulting curricula lacked commitment, resources and

focus.

The foreign workforce has expanded in its proportion of the national labour force over
time. At the end of the first development plan in 1974, Saudi employees represented 80.4
per cent of the total labour force, with just 19.6 per cent of employees from other countries.
As the workforce increased, the Saudi proportion decreased to 57 per cent of the total
labour force in 1979—at the end of the second development plan—and 34 per cent in 1989,
when the proportion stabilised (Al-Shammari 2009). This was a manifestation of the influx
of construction workers, technical professionals and service workers. Al-Asmari (2008)
stated that, until at least the 1990s, the objective of the education system was public service
employment for secondary school leavers and new graduates. However, from the sixth
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development plan (1995 to 2000), the Ministry of Planning and Economy stated that
various initiatives were used to redirect the Saudi workforce into the private sector and
reduce the numbers of foreigners in the labour market. By 1995, Saudi workers increased to
39.2 per cent of the total labour force, and to 44.2 per cent in 1999 (Al-Asmari 2008).

The number of workers continued to expand, with 1.04 million new jobs created during the
seventh development plan (2000 to 2004). Al-Shammari (2009) stated that, during this
time, nationals gained 55 per cent of these new jobs, which increased at an average of 3.4
per cent per year. The total workforce increased from 7.23 million in 2000 to about 8.3
million in 2003. By the eighth development plan (2005 to 2009), the Saudi workforce was
growing at an average of 5.13 per cent per year, and the government increased the Saudi
participation rate from 36.9 per cent in 2005 to 39.2 per cent by the end of the plan in 2009.
This plan also increased women’s participation rate from 10.3 per cent to about 14.2 per
cent by the end of the plan period in order to reduce the gender gap in employment (Al-
Shammari 2009).

While the accuracy of statistics from the region cannot be fully substantiated, McDowell
from Reuters (2012) estimated that 90 per cent of employed Saudis were working in the
public sector, while 90 per cent of private sector jobs were taken by expatriates. In 2012,
the Saudi Labour Minister stated that the Kingdom needs to create three million jobs for
Saudi nationals by 2015, and six million jobs by 2030, partly through the Saudisation of
jobs now filled by expatriates. This statement is supported by the population age illustration

presented in Figure 2.3.
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Figure 2.3: Working Age Population by Gender 2009

Source: Central Department of Statistics and Information (2011)

Recent statistics show that, in 2012, the total Saudi labour market was 7.63 million
workers, with approximately 80 per cent of these workers being non-nationals (World
Factbook 2012). Non-nationals are granted only basic employment and residential rights.
Alsini et al. (2008) explained that many non-nationals were relocated into the country by
their international hotel chains. Hospitality recruiters arrange training for nationals and non-
nationals alike to adjust them to the Saudi working environment. Researchers state that
hotel chains value their skilled employees, and their wages are subsequently periodically
raised. In addition, ‘hospitality employees receive free furnished accommodation, tax-free
earnings, duty meals, guest-satisfaction incentives, and return flights home’ (Alsini et al.
2008, p. 27).

2.4.2 Saudi Qualifications and Skills Standards

Due partly to its rapid development, Saudi Arabia has issues regarding skills levels and its
citizens’ attitude towards employment. As such, foreign workers perform the majority of
private sector work. Saudis in the workforce—both employed and jobseekers—are
considered to lack technical skills and work ethics. Thus, private sector employers are
uninclined to take responsibility for their employment, given the nationals’ preference for
the public service (Al-Asmari 2008; Al-Dosary & Rahman 2005; Almunajjed 2010; Al-
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Shammari 2009). As a result, joblessness is faced by the majority of Saudis who cannot
gain a public service job and who lack the work-readiness and competency levels required
by the private sector (Ramady 2010). This issue is a major barrier to economic
diversification (World Factbook 2012).

To address this intractable situation, the government continues to invest considerable
resources in developing human capital. Since the first development plan in 1970, the
education sector has received a large proportion of the annual budget. The news agency
Zawya (2012) reported that in its ninth five-year plan (2009 to 2014), Saudi Arabia
dedicated $US195 billion to human resource development, at the rate of 5.6 per cent of
GDP. The government is continuing to build its programme towards job creation by
establishing 25 technology colleges, 28 technical institutes and 50 industrial training
institutes, as well as establishing research centres and providing $US240 million in grants

for research projects each year.

Furthermore, Saudi Arabia has opened up education to private industry, encouraging the
development of private schools and tertiary institutions. Saudi Aramco, while government-
owned, has invested strongly in Saudisation and education, in association with the King
Abdullah University of Science and Technology. Medical courses are also strong drivers of
private higher education revenue, with enrolment growing at 45 per cent each year between
2007 and 2011. The Parthenon Group (2011) stated that the private sector was directly
responding to employability, with over 80 per cent of enrolments in private universities and
colleges in highly employable graduate areas, such as medicine, management, commerce,
IT and engineering. In the free public universities, over 50 per cent were enrolled in
humanities and allied fields. Private higher education facilities offer quality English
language instruction by hiring more expatriate English language teachers (37 per cent of all
teachers) than in public universities (five per cent of all teachers). The Parthenon Group
(2011) envisioned that quality options in private sector courses and their inherent
competition in the industry will also raise qualification standards in the public sector as

private sector graduates gain a higher profile in the job market.
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The Parthenon Group’s stance is similar to Al-Munajjed (2010), who claimed that just 10
per cent of public sector school leavers and tertiary graduates succeed in gaining
employment. Arabic preferences relate to religious and cultural studies, rather than
technical subjects. Ramady (2010) and Bagadir et al. (2011) confirmed that a low
proportion of educated Saudis were graduates from scientific disciplines or technical

training.

2.4.3 Women’s Employment

One of the aims of Saudisation and Nitagat is to promote women’s full participation in the
labour market. Due to the segregation between non-related men and women in education
and public places, such as shopping malls, restaurants, banks and hospitals, according to
Al-Munajjed (2010), the 15 per cent of the national workforce who are women represent a
source of enormous untapped potential. There are numerous constraints that prevent women
from working and are legislative, religious, educational and occupational (Anderson et al.
2012). Significant legislative, social equity, educational, labour market and labour law

reforms are required to allow and encourage women’s participation in the workforce.

Over two decades from 1992 to 2012, women’s participation rate in the Saudi national
labour force tripled, from 5.4 per cent to 16.5 per cent (Arab News 2 August 2012a).
According to the GCC criteria, this is unprecedented. In 2010, the UAE’s national female
participation rate was 59 per cent, Kuwait’s was 42.49 per cent, Qatar’s was 36.4 per cent,
Bahrain’s was 34.3 per cent and Oman’s was 25.4 per cent (Al-Munajjed 2010; UNData
2012). The women’s unemployment rate in Saudi Arabia in 2012 was reported as 29.6 per
cent (Al Arabiya 2012; Arab News 14 August 2012).

According to Al-Munajjed (2010), over 90 per cent of Saudi women who are active in the
workforce have tertiary qualifications, while 78.3 per cent of unemployed women are
university graduates and more than 1,000 have a doctorate. Women’s preferences for
education and humanities have led to a shortage of jobs in the Kingdom, forcing them to
look for work in other GCC countries. Uneducated women are even more challenged,
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particularly in rural areas. In 2010, the World Factbook (2012) estimated that 18.7 per cent
of Saudi women over the age of 15 are illiterate. Al-Munajjed (2010) stated that over one
million Saudi women cannot gain income due to lack of education or appropriate skills.
Saudi laws stipulate that women can only work in certain environments—they must be

segregated and are not allowed to direct men or manage finances.

Unsurprisingly, Saudi women seek work in the public sector, and represent around 30 per
cent of government employees. Approximately 95 per cent of working Saudi women are in
the public sector: 85 per cent are in education (in both teaching and administrative
positions), six per cent are in public health and four per cent are in administration (Al-
Munajjed 2010). Arab News (14 August 2012) presented the Ministry of Civil Service’s
2010 report, which stated that no Saudi women work in the judiciary or the public
prosecutor’s office, and there is just one woman among the country’s 974 diplomats. There
were more women teachers (230,000) than men (211,000) in 2010, and fewer women in the
health sector (25,000) than men (53,000). In total, Saudi men comprise 66.6 per cent
(589,000) of the public sector, while there are 280,000 national and non-national women.
There are 75,000 male and female non-nationals in public administration (civil service)
(Arab News 14 August 2012).

Five per cent of working Saudi women are employed in the private sector, and the majority
work in private business and banking—a 2006 Saudisation initiative. Saudi women are also
entrepreneurs, generally in wholesale and retail trade, finance and business services, and
construction. They own 12 per cent of the firms in these areas. Although the need to hire
men to enter into contracts was officially overturned, this is not enforced and women still

employ men for this task (Al Munajjed 2010).

The Saudi labour regulation guarantees every citizen the right to work, and stipulates that
firms must train their employees. It grants maternity and medical leave, childcare, and
vacation and pension provisions. The Saudisation policy identified positions the
government considers appropriate for women in the private sector, such as administration

officers, tailors, nutritionists, governesses, photographers, beauticians, caterers and—
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importantly for this study—hospitality and recreation industry workers: -caterers,
administration officers and waitresses. The eighth five-year development plan (2005 to
2010) planned to establish 17 technical colleges for women and focus on the tourism
industry for women. However, difficulties arise from the labour regulations that allow 48
working hours per week, low wages and working conditions that Saudis find untenable.
Gulf News (2012) reported late in 2012 that these conditions—including the introduction of

a two-day weekend—uwere under review.

2.4.4 Unemployment

In 2009, Saudi Arabia had an official unemployment rate of 10.5 per cent. The latest

available figures are shown in Table 2.3.

Table 2.3: Saudi Unemployment Rates 2002-2009

Year Men Women Total
% % %
2002 7.6 21.7 9.7
2003 8.0 23.2 10.4
2004 8.4 24.4 11.0
2005 8.7 25.4 11.5
2006 9.1 26.3 12.0
2007 8.3 24.7 11.1
2008 6.9 24.9 9.8
2009 6.9 28.4 10.5

Source: Saudi Arabia Monetary Agency (2011)

The Saudi Arabia Monetary Agency (2011) (SAMA) stated that the targeted unemployment
rate for the eighth economic plan was 2.4 per cent, whereas the actual rate was an average
of 9.6 per cent. The target for the current (ninth) plan, 2010 to 2014, is 5.8 per cent. The
youth unemployment rate is high—42 per cent for those aged 20 to 24 years and 39.4 per
cent for those aged 25 to 29 years. Thus, 82 per cent of the total Saudi unemployed are
between the ages of 20 and 29, and 96 per cent are under 35 years. In 2010, the Ministry of
Labour reported there being 131,000 jobs for Saudi nationals; however, the economy must
provide 250,000 jobs annually (Qatar National Bank 2011). These figures were updated by
the Ministry of Labour in December 2012, with total unemployment at 10.5 per cent,

representing almost two million people—a 500,000 increase from 2011 (Ahram 2012).
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Unemployment for Saudi women is 1.7 million, which is 30 per cent higher than men, even
though half of these unemployed women hold university degrees.

The issues arise not from lack of work—as evidenced by the millions of employed
expatriates—but by a series of barriers, as demonstrated by many studies (e.g. Al-
Shammari 2009; SAMA 2011). Employers are unwilling to engage Saudis who lack
commitment and competency, both in a technical sense and in their working environment.
Saudis only want to gain public employment for its financial and emotional security.
Meanwhile, employees are expected to work in resentful climates in which expatriates fear
losing their jobs. They are required to work for wages that may not support their standard
of living, for little recognition of achievement, and in workplaces that do not support Saudi

cultural views.

2.4.5 Saudisation and Nitagat

Since the 1990s, the Saudi government has attempted to induce young people away from
the public sector, exhorting employers to limit their numbers of foreigners and to recruit
Saudis (Al-Dosary & Rahman 2009; IMF 2012). In the sixth economic development plan
(1995 to 2000), the government began to restrict public sector growth and encourage the
private sector to recruit Saudis, in an early attempt to diversify the oil industry. Private
employers with over 20 workers were expected to reduce their non-national numbers by
five per cent annually, with economic (taxes) and administrative (delays in processing
documentation) penalties for non-cooperative firms, in order to restrict their access to
foreign labour. However, many firms relocated to the business-friendly UAE to escape
nationalisation—although the UAE government is also trying to increase the miniscule
Emirati presence in its own private sector. Those who have Saudisation policies find their
best employees headhunted by other firms seeking to meet their quotas (Looney 2012).

The Ministry of Labour is the authority administering the government’s employment, while

the Human Resource Development Fund, in its role of workplace training, implements
Saudisation. Attempts at quotas on working visas, finding and expelling non-nationals who
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have overstayed, and placing quotas for Saudisation on specific jobs and industries have
had mixed responses. For example, the first industry to be targeted—banking—reached its
quota of over 80 per cent Saudisation in 2004, with 19,500 Saudis in a total workforce of
23,800, and 99 per cent Saudisation in the (segregated) women’s branches number. In
contrast, in the private industry, Saudisation in 2004 was generally 15 per cent (Hassan
2004). However, by 2008, with an industry rate fixed at 30 per cent Saudisation, the Saudi
Gazette stated that there were widespread general exemptions from the quotas. These
exemptions included contracting, maintenance, cleaning and operations, which ranged up to
20 per cent; industries such as agriculture and transport; and occupations such as
pharmacists (Al-Johani 2008). As part of this strategy, the government increased fees for
foreign workers’ visas and now uses these funds for further training (Ramady 2010). The
succeeding development plans maintained this pressure, increasing national workers from
36.9 per cent in 2004 to 39.2 per cent in 2009, and attempting to increase the female
participation rate from 10.3 per cent to 14.2 per cent (AlMunajjed 2010).

The Saudisation policy in its various manifestations did not achieve the government’s
goals. The percentage of non-nationals in private labour grew to 90 per cent in 2009 and the
Saudis’ participation rate decreased from 13 per cent to 10 per cent in the same period
(SAMA 2010). Interestingly, the SAMA did not report these figures in its 2011 report,
although it showed that targeted growth for the 2004 to 2009 economic plan was 3.2 per

cent per year (see Table 19.6), when it was actually 12.8 per cent per year.

As Saudisation was not enforceable through the penalty system, in June 2011, the Saudi
government announced a new employment programme—Nitagat (‘ranges’ or levels). This
restricts exemptions from Saudisation, increases quotas, enforces harsher penalties for non-
compliance and strengthens skills development. The Ministry explained that Nitagat
evaluates firms’ national and non-national employees and hiring ratios, depending on the
number of Saudi jobseekers within that industry sector. The Saudi labour market sectors
increased from 11 to 41, and applied varying percentages to firms, depending on size and
industry. These firms were then categorised into one of four levels—from non-cooperative

to cooperative—and were classified as red, yellow, green or blue (Randeree 2012).
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Organisations in the red category—the most uncooperative—were not allowed to obtain
new visas or renew their foreign employees’ work visas if they had not improved their
status by 2011. Non-complying firms, classified as yellow, were not able to extend their
existing expatriate employees’ visas beyond six years if they did not improve their status by
2012. The green category was for firms achieving their target. These firms could offer jobs
to expatriate staff employed by corporations in the red and yellow categories and could
transfer their visas. Firms in the highest blue zone could hire expatriates with minimal

administration (Randeree 2012).

The blanket enforcement of quotas under Nitagat had predictable consequences. Arab News
(2012, 11 December) reported a hygiene emergency caused by striking street cleaners in
Jeddah. The contractor could not find any Saudis who were willing to work in rubbish
removal, and the contractor was subsequently unable to escape the red category. Nitagat
made it impossible for the contractor to renew residency permits for its workers, and the
costs for labour and residency permits were raised to SR2,400 each per annum. However,
the Ministry refused to negotiate with the contractor, and issued new permits for other firms

o use.

In August, the Eastern Province Chamber of Commerce and Industry (Arab News 2 August
2012b), said that investors in the transport sector plan to submit a complaint against the
Minister of Labour (responsible for Nitagat) to King Abdullah regarding losses of SR200
million from transport companies, on the grounds of non-consultation, which the Minister
rejected. The Chamber executive stated that, at one stage, 50 per cent of transport activities
were brought to a standstill because of their inability to cope with the demands of Nitagat.
The difficulty of finding qualified Saudi drivers who would accept the risks of the job
resulted in a loss in the Eastern Province and trucks lying idle. There were to be no
exemptions from Nitagat, even though, as stated by Fahd Al-Shoraie, the deputy chair of
the Eastern Province Chamber of Commerce and Industry:

Seventy percent of our problems are related to Nitagat regulations. We advertise
for qualified Saudi drivers but none apply. We contacted the Labour Ministry and
the Human Resources Development Fund but we still have no drivers. We have
raised salaries and offer other perks but to no avail (Arab News 2 August 2012, p.
1).
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Nitagat also aims to accelerate women’s employment, train employment seekers, introduce
a minimum wage and protect the rights of employees (Jabarti 2011). The short-term target
to obtain an accurate census of Saudi jobseekers is 2013. By this date, the government aims
to gather data to form benchmarks from which to reduce the unemployment rate. Following
this, 2014 is the target to reduce expatriate employees in the private sector by 20 per cent.
The long-term strategy of Nitagat extends to 20 years and full employment. Nitagat has
attracted argument from foreign workers who have few rights, and from those who claim
that Nitagat relates to quantity and not quality. It is argued that Nitagat will lead to firms
becoming non-competitive and thus failing (Randeree 2012).

To encourage youth into the labour force, the Director of the Human Resources
Development Fund introduced an unemployment payment (Hafiz) of SR2,000 in November
2011. Six hundred thousand people were declared legitimate and signed up for this
repayment, against reports of 1.5 million applications. However, the Director noted that
urban youth refused to update their details, and there were reports of people rejecting jobs
that offered SR8,000 ($US2,133) per month. The Hafiz programme, with its objective of
youth employment, was to be reassessed after one year. Even though the Ministry of
Labour claimed that 380,000 young Saudis were employed during this year—five times the
rate of that under Saudisation—the scheme was abandoned in November 2012 (Arab News
13 August 2012, 23 November 2012).

By December 2012, frequent complaints by employers of being forced to hire unqualified,
inexperienced and risk-adverse Saudi youth removed from Hafiz resulted in a new tranche
of Nitagat. Arab News (19 December 2012), which frequently reports unpalatable criticism,
stated that the Ministry of Labour would instigate a version of the employers’ Nitagat that
would not only placed young Saudis in jobs, but would keep them employed. Similar
categorisations to employers—red, yellow, green and platinum—were designed to instil a
work ethic in young Saudis. This work ethic is comprised of commitment to the assigned

work, compliance with work contracts and inability to quit without giving notice. The
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system will clearly define the employer—employee relationship in order to avoid the high
rate of job desertions that result in significant business costs.

2.5 Chapter Summary

This chapter presented a brief review of the Kingdom’s attractions by discussing its history,
traditions, natural landscapes and rapidly emerging tourism infrastructure. This
infrastructure highlights how the government is pursuing diversification from the oil
revenues that continue to dominate the economy. The hajj and leisure activities pursued by
pilgrims after they complete their devotions can provide the diversification that the
economy requires. Deepening the private sector through assisting entrepreneurs to establish
tourism services for the hajj outside the government controls would enable younger people
to move into the hospitality industry through the internet, thereby providing activities,
transport and day trips to regional locations, and thus leading them to hire employees as

guides and agents.

This chapter also described the global tourism industry and explained its increasing
importance. Emerging economies first use tourism as a means of income and diversification
into service industries, then locals travel themselves as incomes rise and leisure time
appears. Religious tourism is an ancient form of travel for pilgrims to reach revered sites,
and Saudi Arabia is the epicentre of this phenomenon for Muslims, with the hajj being the
largest pilgrimage in the world. The Saudi government seeks to use this growing industry to
diversify from oil revenues, and is spending considerable sums on infrastructure and
encouraging the private sector to invest in hotels, transport, services, leisure activities and

resorts.

Employment for Saudi’s youthful population is a long-standing aim of the Saudi
government; however, until recently, employment targets were unattainable due to
employer preferences for non-nationals who are flexible, experienced and competent.
Similarly, potential employees do not seek service jobs; they prefer status titles and salaries

that are currently in excess of their ability to perform. This led to the Nitagat programme
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being implemented in 2011, in which strengthened incentives and penalties have forced the
labour participation rate up and have arguably forced the unemployment rate down,

although the situation for women’s employment remains unclear.
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Chapter 3: Literature Review

The literature on the effects of globalisation and cross-cultural issues in national
workplaces generally concerns the integration of non-nationals into a firm’s “‘culture’—that
is, the policies, norms and practices. When building cross-cultural teams—or
globalisation—the home country management and host country workplace can differ in
their fundamental worldviews, both individualistic and collective. In the case of a wealthy
country such as Saudi Arabia, which has a half-century tradition of development built on
foreign labour, the global workplace has taken hold in the private sector as an efficient and
temporary model to complete a project. As the economy has matured, service firms have
arrived and again used the global model in the workplace. Since Saudis were only

employed in the public service until the 1990s, there was previously little need for concern.

This literature review presents an overview of the international approaches to workplaces,
and then describes the shifting nature of the Saudi workplace, with its two tiers of
legislation, the evolving labour law for Saudis, and the labour contracts for non-nationals
who have temporary visas and few underpinning rights regarding their working conditions.
The leadership of more stable workplaces is discussed as largely foreign contracted
managers for the hospitality industry in Saudi Arabia. Arab management is discussed in
terms of the aloof and autocratic descriptions that are traditionally presented in the
literature (e.g. Hofstede 1983). Cultural theories are then presented, in terms of divergence,
cross-divergence and the intersection of cultures that occur with customer service.
Following this, employment policies are discussed alongside researchers’ views on the
quality of data in the sector, Saudisation and the need for effective intervention by

policymakers for further implementation.
3.1 Arab Management

There is a large body of research about the effects of national culture on organisations.
Gerhart (2008) and Morden (1995) addressed the constraints of national culture on
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organisational culture, Attiyah (1996) and Choudhury and Al-Sakran (2001) discussed
expatriate acculturation in the GCC countries, and Rodsutti and Swierczek (2002)

considered leadership effectiveness in southeast Asia.

As the social environment influences management styles, a non-Arab manager moving into
a Saudi hospitality workplace can be confronted with cultural mores and norms that conflict
with staff relationships and thus customer service (Saee 2006). An example of the literature
on this matter is Morden (1995), who stated that, given a global society, organisations
remain bound by the domestic culture. Members of the national workforce are products of
their culture, and their behaviours reflect this when they become expatriates. Morden
(1995) referred to Hofstede’s four dimensions of cultural diversity: power distance,
collectivism versus individualism, masculinity versus femininity and uncertainty
avoidance. In this regard, Morden (1995, p. 16) stated that ‘cultural interpretation and
adaptation are a prerequisite to the comparative understanding of national and international
management practice’. Empirically, this knowledge can then be used in human resource
development for the ‘effective development of skills and competences appropriate to the
different market and operating environments of those countries and cultures’ (Morden
1995, p. 16).

3.1.1 Saudi Workplace Culture

When entering a Saudi workplace, an expatriate recruit finds a homogeneous, hierarchical
and paternalistic culture (Noer et al. 2007). Saudi Arabia has few immigrants due to legal
and religious tenets. However, with its oil wealth and modernisation of society, it does have
a high proportion of foreign workers on labour contracts who are expected to conform to
the Saudi traditionalist culture (Sadi & Henderson 2005). The incoming non-Arabic
manager is presented with three options of management style, according to Ozbilgin (2008,
p. 22), who explained these approaches as ‘drawing upon individual tolerance and self-
control’, ‘trial-and-error processes coupled with personal relationships’ and ‘setting up
transnational cultures’. When managing cultural differences as an outsider, Ozbilgin stated
that this approach stems from a belief by the expatriate that some difference is legitimate,
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and thus is merely ignored. The trial and error method is where parties consult to attempt to
understand each other’s positions. However, unless the norms and cultural assumptions
underlying the discourse are recognised, this is not a long-term solution. The third approach
is to form a transnational culture—that is, to have shared cultural constructs. If this is not
viable, organisations may adopt the international cultural workplace environment offered

by professions or multinational corporations.

Referring to global diversity practices, Ozbilgin (2008) stated that diversity management—
that is, equal treatment and opportunity across race, age, gender, marriage status, sexual
orientation and disability—does not apply in autocratic cultures, such as Japan, or those in
which women are excluded, such as Saudi Arabia. Le Renard (2008) supported this view,
stating that segregation of women in Saudi Arabia is not a consequence of tradition or
conservatism, but has been increasingly imposed over the last 30 years of urbanisation and
as the state’s authority spreads through socioeconomic activity. Women have exclusive
public spaces in educational institutions, hospitals, health clinics, government offices and
restaurants. Le Renard (2008) opined that this has led to a female sphere of activities, in
which state institutions place women in a distinct category. Saudi women have adopted this
segregated social organisation by ‘developing their own activities and discourses that are by
women, and for women’ (Le Renard 2008, p. 629). Thus, in the highly infrequent
occurrence in which a female managerial position becomes available in a workplace, there

IS no opportunity for a teamwork approach, or for shared decision making.

According to the international consultants Communicaid (2009), there are core values in
Saudi Arabian culture that are important—especially in the hospitality industry because of
the high interaction between customers and service providers. These core issues include
face, Islamic tenets and high context communication. The Saudi Arabian culture is
characterised by the avoidance of confrontation, thus the issue of face is fundamental in
daily activities (Noer et al. 2007). Customer service employees in the hospitality industry
should demonstrate dignity and respect. In addition, face-saving techniques, such as
compromise, self-control and patience, need to be practised by service providers in the
hospitality industry. For Saudis in the industry, this should be less of a challenge, since this

59



is part of the Saudi Arabian culture. Understanding the influence of Islam on social and
business encounters is also important. This is discussed in detail in the following section. A
high context culture places greater reliance on the context of the discourse, as well as the
content, in order to clearly understand communication. Communication in a high context
situation is only interpreted correctly if the context is considered, including the
environment, occasion and the speaker’s gestures, both non-verbal communication and

other bodily cues.

3.1.2 International Management

Researchers have not appropriately studied cross-cultural management, according to van
Emmerik et al. (2006). Emmerik et al. (2006) noted that there is a greater diversity between
managers from different cultures than there is between managers of different genders.
Apart from the generic theoretical models of Hofstede (1980, 1983) and others, there are
few specific cultural studies relating to expatriate and Saudi management styles and their
effect on recruitment under Saudisation. Few researchers consider the effects of expatriate
management from open societies on the religious-based workplaces of Saudi Arabia (e.g.
Steers et al. 2010). Further, while workplaces in open societies should be able to
accommodate cross-cultural differences through their diversity programmes, Cordesman

(2003) argued that this is not always the case.

However, the long-term Global Leadership and Organisational Behaviour Effectiveness
(GLOBE) project (House et al. 2002) is based on a number of theoretical constructs:
value/belief theory of culture (Hofstede 1980), leadership theory (Lord & Maher 1991),
implicit motivation theory (McClelland 1985) and structural contingency theory for
organisations (Donaldson 1993; Hickson et al. 1974). While only Turkey was included in
the longitudinal study, the GLOBE project investigated the complex relationship between
culture and organisational behaviour, focusing on leadership (Dorfman et al. 2012). The
findings included evidence that national culture indirectly influences leadership through
societies’ expectations of leadership commitment—that is, organisational leaders tend to
conform to the stereotype endorsed within their particular culture. In turn, the most

60



effective leaders conform to these beliefs, although leadership behaviours that are
universally effective include charismatic/value-based leadership, while others, such as
participative leadership, are much more culturally sensitive. Understanding the national

culture is a precursor to effective leadership in every society.

3.1.3 Saudi Managers

Saudi management style reflects the tenets of Islamic Shari’a law (Hunt & At-Twaijri
1996). As such, a Saudi manager prioritises communication and friendship in the
workplace, while organisational performance, goals and objectives are of secondary
consideration. Ali (2008, p. 90) considered a successful manager in Saudi Arabia as
someone who:

looks after his family and other relatives and is always ready to lend a helping
hand. He is the one who builds a reputation of being honest, wise, generous, and
committed to his extended family and community.

Friendship and family bonds are essential to Saudi culture. Other aspects of Islam that
influence productivity include:

e Managers and staff will work only six hours each day;

e Managers and staff pray five times each day;

e Friday is the week’s end; and

e Further constrictions on hours of work are required during the fasting month of

Ramadan (Kwintessential 2007).

Ali (2008) reported that, because the Saudi work culture has a low tolerance for unclear
rules and ambiguity, traditional socio-centric management values form the organisational
structure and rules for staff, thus subordinates are expected to simply follow instructions.
Moreover, Saudi managers are more likely to adopt a style of management that serves their
need for social affiliation, while having little regard for the wealth generated by most

businesses.

For an expatriate manager, Saudi workplace issues can include basic matters such as

internet accessibility (Al-Shohaib et al. 2010). Although managers from developed
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economies assume that productivity is the driver for the adoption of information and
communication technology, Al-Shohaib et al. (2010) found that the public and private
sectors and decision-making style are factors in the decision to adopt the internet.
Authoritarian decision making and organisational policy are predictors of adoption, with 93
per cent of private sector professionals using the internet, compared to 83 per cent in the
public sector. Other issues can include the need for differing organisational tourism
policies, marketing and prayer times and the increasing need to have community
involvement when establishing new projects (Zamani-Farahani & Henderson 2010).
However, researchers such as Yavas (1997) have noted that graduates returning from
overseas study are introducing international management practices that are challenging the
Saudi workplace attitude. This is eroding some of the cultural norms that affect profitability
in businesses, and younger managers are placing greater emphasis on organisational

performance, rather than their personal affiliations.

Cross-cultural training is particularly important in a country that can host two million
Muslims each year on their religious pilgrimage, hajj or umrah. Religious tourists can come
from nearly every nation, and business people and holidaymakers circle the globe. As
transport and accommodation firms expand into new markets, they must acquire knowledge
of local practices, polite behaviours and the norms that reflect the society. For the
hospitality industry, customers reflect this diversity and not all are well travelled, so they

easily adapt to a global standard of polite behaviour (Burton 2009).

This thesis relates to Saudisation in the hospitality industry. Since commencing this
research, changes in government policy towards strengthening compliance to Saudisation
(Nitagat) have resulted in a significant employment increase—approximately five times the
previous rate of Saudi employment (see Section 2.2.4). As previously noted, Nitagat targets
sub-sectors of the private sector, and job classifications within those sub-sectors (Bin
Gharsan & Al-Masoudi 2012).
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3.1.4 Effects of Management Style on Work Teams

Continuous development of the service industry heightened Saudis’ awareness of cultural
differences in their working environment. To some extent, the expatriate labour force
mirrors the cultural diversity of the country’s visitors, pilgrims and clients, and Saudi
managers need to meet the challenge of leading a diverse hospitality team to serve a
diversity of cultures. Managers need to develop an organisational culture that incorporates
cultural sensitivity in customer services, manages complaints effectively and initiates
service recovery in case of problems (Malhotra et al. 2005). Corporate success in
international business can only be realised once managers develop a sensitive and open
attitude towards the cultures of their employees, suppliers and guests. Training programmes
for staff include language training so that staff can communicate effectively with customers

in English and Arabic.

As discussed in Section 2.2.4, Al-Dosary and Rahman (2009) noted that hospitality firms,
among others, are obliged to hire and retain a proportion of their staff as nationals, and this
percentage will continue to increase. Sadi and Henderson (2005) posited that Saudisation
has implications for the tourism and hospitality industry in two aspects. The first is that
immigrant workers currently fill most of the jobs and positions in which locals prefer not to
work because of low pay or simple preference. The second is that most hotels are
dependent on expatriate management to run operations and for their technical expertise. If
Saudisation is to be successful, the changes need to start from management positions that

affect employment and recruitment.

Managers also have to be prepared to deal with problems that will arise while Saudis adjust
to their new work environment and obligations. Manual work is not common among Saudis
and is not held in particularly high regard. Therefore, there will be issues in control and
discipline (Ramady 2010). Research of the labour market in Saudi Arabia has shown that
expatriate managers generally prefer foreign workers due to their flexibility and acceptance
of the working environment. In addition, expatriates show more discipline in executing

their assigned roles and duties, partly due to their temporary work permits and because they
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cannot achieve citizenship or residency, regardless of their work duration (Tayeh &
Mustafa 2011). Foreign workers have few rights other than their work contract, and are
completely dependent on their employers, who hold their passbooks and an exclusive
contract. They cannot seek other work in the country. In contrast, Saudi workers are
entitled to a highly controlled working environment, have little regard for productivity,
have high job security and have the right to demand more pay.

In Saudi Arabia, the legal and structural environment for organisations is formed by Islamic
values. Emphasis is placed on accepting the authority of superiors and respecting them, as
well as focusing on forgiveness and compassion. However, Islamic values also include
efficiency and proficiency (ihsan), intention (niyat), justice (‘adl), cleanliness,
conscientiousness (itgan), achieving excellence (al falah), truthfulness (amanah),
consistency, sincerity (ikhlas), cooperation, discipline, consistent self-examination,
dedication, patience (sabar) and accountability. Islamic practices affect the nature of
interaction that takes place between management and workers, as they must meet and pray
together twice a day, regardless of their positions, in order to enhance cohesion in the

organisation (Fakeeh 2009).

Human resource management in the private sector has been evolving since the introduction
of Saudisation. Human resource management in Saudi Arabia is in its early stages because
management in the private sector and the government are experimenting with the
recruitment of nationals into the hospitality industry. The recruitment and management of
nationals is on the forefront of the agenda for private sector management. Firms must
ensure that management is competent to enable nationals to communicate and engage with
customers appropriately, and so that both categories are confident and motivated in their
respective roles. Other competencies for managers include management of individual

activities, performance management and performance systems.
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3.2 Culturalism

In cultural theory, McGaughey and De Cieri (1999) conceptualised divergence by referring
to a situation in which the content and form of function is affected by the culture. The
authors contend that if businesses pay high regard to cultural differences, there is
commonality or convergence in management practices (McGaughey & De Cieri 1999).
When developing an understanding of convergence, England and Lee (1974) described a
situation in which managers gradually embrace common values in relation to work
behaviour and economic activity. Parallels were also found in managers’ personal values of
success, as ‘more successful managers had pragmatic, dynamic, and achievement-oriented
values, while less successful managers had more static and passive values’ (England & Lee
1974, p. 411).

Convergence in management practices is expected to occur with globalisation. As trade and
greater mobility of labour occurs, there could be significant changes in management values
as market capitalism guides a shift in behaviour (Ralston et al. 1997). Since economic
ideologies are similar in many nations, scholars have postulated that the individual value
systems developed in each country will have similarities. However, owing to divergence,
the national culture will continue to influence a country’s value systems (Ralston et al.
1997). National culture forms values so that, even if a capitalist approach is adopted, the
workforce’s value system remains unchanged. Regardless of economic ideologies,

individuals maintain their culturally influenced and diverse values.

‘Crossvergence’ describes a situation in which economic ideologies, as well as the national
culture, affect the value systems that are used in a business environment. Thus,
crossvergence describes a new value system that is influenced by both economic ideologies
and national culture (McGaughey & De Cieri 1999). In the crossvergence model, the
effects of economic ideology and national culture are a continuum. The Saudisation
programme displays characteristics of crossvergence. Divergence and convergence show
two effects of globalisation on values systems that parts of a society may adopt. The

majority of societies, including Saudi Arabia, exhibit crossvergence. Globalisation and
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emerging international business practices result in human resource managers who take
different approaches to the task of managing labour (Brewster et al. 2008). There are
additional factors to consider, including labour laws, different views on employee

responsibilities and cultural differences.

Interestingly for the range of issues that emerge from this study, Martin-Alcazar et al.
(2008) called for more research attention to be given to many aspects of human resource
practices involving international workplaces. They stated that research is necessary on the
strategic use of work practices, or how practices can be combined to form synergic systems.
This complexity occurs at the intersection of globalisation and the actual workplace
function in a variety of cultural environments. Multinational enterprises and firms involved
in cross-border alliances thus need to revisit many of their traditional work practices.
Taking a wider view across a variety of social and cultural contexts, Martin-Alcazar et al.
(2008) stated that to assist organisations to manage and control a global workforce, research
must explore global career systems, appraisal practices, international labour relationships
and compensation mechanisms. Furthermore, globalisation produces new factors regarding
HRM, such as expatriation and repatriation processes, transnational teams, diversity

management and cross-cultural competencies development.

Convergence, divergence and crossvergence are concepts that relate to Saudisation. The
major elements used in analysing these concepts are the values held by individuals. These
individual influences are derived from theories of time change clusters and value evolution,
as posited by Ralston et al. (1997). Ralston et al. (1997) grouped these influences into
business ideology and sociocultural influences that affect HRM policies and practices.
Ralston (2008) later introduced the term ‘economic ideology’ to identify socialism and
capitalism as the two main economic ideologies in the world today. Ralston explained that
these economic ideologies are derived from political systems; however, they are not the
same as legal and financial concepts. Capitalism is associated with individualistic ideology,
while socialism is associated with group ideology. Ralston coupled eastern culture group
ideology and socialism, thus influencing the decisions made in areas of work and

employment.
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Another dimension of convergence occurs when macro level variables, such as technology
and organisational structure, are considered. However, the behaviour of the people within
organisations will continue to exhibit dissimilarities stemming from cultural differences
(McGaughey & De Cieri 1999). Brewster (2004) came to a similar conclusion, suggesting
that HRM practices cannot be separated from their institutional contexts. These practices
are similar in that decisions regarding business strategies are made based on a holistic view
of the actors in the system. In this situation, collectivist and individualist cultures underpin

the globalisation of the workplace.

Other theorists in HRM have discussed the concept of isomorphism. Isomorphism states
that organisations adjust their practices and policies to reflect the institutional and cultural
realities presented in the countries that host them (Westerduin 2010, p. 24). The hospitality
industry in Saudi Arabia had to adjust its practices to include the parameters set by
Saudisation. The international management in these organisations structures their business
strategies to accommodate the legal requirements in their host society. On arrival in the
country, global organisations encounter a national work ethos with a negative attitude
towards services and physical labour. In reaction to this, the new operational managers use
imported labour (Brewster et al. 2008). After the introduction of Saudisation, a different

recruitment practice was adopted.

Duality theory can occur when organisations encounter conflicting pressures from different
sources that have opposing effects on the local practices of the host society (Brewster et al.
2008). Structural and operational pressures can also affect organisations, including
ownership type, size, strategies and market conditions. For instance, most organisations in
the hospitality industry import labour as a result of Saudis’ disinterest in customer service.
Saudisation affects management decision making because workplace practices must adapt
to accommodate the special needs of Saudis, and profits are affected by Saudis’ demands
regarding wages and working conditions. Ralston (2008) noted the flexibility and
dynamism of international organisations and that these firms are adept at changing their
policies and practices to accommodate local legal and social requirements. The success of
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an organisation is dependent on how effectively it can adapt its business model, corporate
culture and local operations to achieve its profit margin. The feasibility of this international
corporate model is dependent on its growth potential (Ralston 2008).

3.3 Workplace Behaviour Patterns

One aspect of this employment for Saudis who could not previously access work is
management of their expectations. Especially in smaller firms, line managers are
confronted with untrained recruits who do not understand workplace behaviour, and have
little or no experience of teamwork, or customer or supplier interactions. Mohsin (2006)
noted a culture-based behaviour pattern in communications and interactions between
suppliers and employees, and between customers and hotel services. The hospitality
industry has persistent cross-cultural challenges in staff service performance and market
expectations. Mohsin (2006) noted that Saudi staff had received service in the past;
however, this did not necessarily lead to assessment of customer service practices that
could be used in employment. Hospitality managers needed awareness of the various
nationalities’ responses, both as staff and customers, and this required a high level of skill

in communication.

3.3.1 Customer Service

A ‘service encounter’ is the interaction that takes place between the service provider and
customer. Bitner (1990) used this term to express the time involved when a customer is
interacting with a firm, and the knowledge for the firm’s representative that is critical
customer satisfaction. Ekinci et al. (2009) studied the factors relating to customer
satisfaction in the hospitality industry and found that the quality of the service—that is, the
standard of service and staff behaviour—has a positive effect on the desire to receive ideal
service and on consumer satisfaction. Ekinci et al. (2009) reported that consumer
satisfaction is a better indicator of consumers’ overall attitudes to the service firm than
service quality. Thus, consumer satisfaction mediates the relationship between the two

service quality dimensions—ideal service and intention to return. Strauss and Mang (1999)
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explained that the way service customers perceive quality differs among customers. They
found that intercultural encounters are perceived as less problematic than intra-cultural
encounters, so there is an expectation by both parties that they may have misinterpreted

perceived impoliteness.

If employees lack knowledge regarding the core cultural expectations in their services,
there will be a perception of inadequate service by the customer. Therefore, staff should be
trained in national preferences regarding services, and should be trained to respond
accordingly. Prayag and Ryan (2012) studied visitor evaluations of interactions with hotel
employees in Mauritius, noting that the island’s core tourism product is based on luxury
resorts, thus tourist—hotel employee interactions are important for the economy. They found
that nationality, ethnicity and languages spoken were factors in the guests’ opinions of
difference, with nationality being the strongest discriminator of difference. Thus, firms
should access information regarding service preferences for nationalities and find ways to
fulfil these in service provision. Harris (2004) stated that staff should understand social
distances for various nationalities, and gain some knowledge of frequent visitors’ language
and forms of verbal and non-verbal communication, such as gestures. They need to
consider factors such as food preferences, meal times, eating habits, promptness for
booking times, and work practices and habits. Harris (2004) pointed out the importance of
cross-cultural sensitivity for employee performance. The 2012 (16 October) reported that
the Saudi Commission for Tourism and Antiquities noted this issue and introduced a
training programme on communicating and offering service to tourists in order to overcome
cultural and other issues. This extended to security and service agencies, park rangers and

taxi drivers.

Intercultural sensitivity influences the ability to interact with others successfully, and this
skill should be acquired by all staff as part of their customer service (Sizoo et al. 2005).
Once gained, this ability enables the flexibility to respond to a range of customer
expectations and requests (Harris 2004). Especially in tourism, intercultural sensitivity
facilitates communication between suppliers and staff, and between team members.

Weiermair (2000) noted that lack of satisfaction during service encounters between
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different cultures can also result in cultural conflict. In cases where cultural insensitivity
occurs during a customer transaction and offence is taken, service recovery attempts can be
made and these will determine the final level of customer satisfaction. If no attempt at
service recovery is made, the customer can take the matter further. According to Weiermair
(2000), appropriate apology and recompense for the customer can result in full restitution
of the customer evaluation; in fact, the ratings can be higher. When customers are aware
that failure has occurred due to cultural confusion, they may give the firm the benefit of

doubt, thereby increasing the chances of service recovery success.

3.4 Employment Policy

Saudi Arabia’s discovery of oil and the revenue that was generated from this in the 1970s
resulted in major changes in the country. Before the oil boom, the Kingdom was
characterised by a subsistence economy and minor religious tourism through the hajj and
umrah industry. While Saudi Arabia has become a contemporary economy, youth
employment is dependent on the reduction of the disparity in salaries and working
conditions between the private and public sectors (Ramady 2010). The private sector must
be made more attractive through the minimisation of wage differences, effective pension
plans and social insurance similar to that in the public sector. As this occurs, the public
sector must achieve governance and productivity that characterise the public sectors in
successful jurisdictions. Ramady (2010) stated that the challenge to the Kingdom’s decision
makers is to identify key positive drivers that are already operating in the economy and to
use these to lead the country forward in non-oil directions, while minimising the negative

effects to society.

To address inherent unemployment, the hospitality industry has hired Saudis without
specifying the job for which they are being hired. Therefore, they gain little experience as
the government supports their wages for months (Al-Dosary & Rahman 2009). Although
this represents a social welfare payment during the adjustment, over time, exposure to
workplace conditions should develop employee confidence in the private sector and its

growth potential and enable entry into the competitive labour market. Saudisation has the
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potential to change the economic landscape of Saudi Arabia (Mashood et al. 2009). Overall,
this should have a positive effect on the hospitality industry. However, to ensure that this
happens, the government should be at the forefront of ensuring there is equity between the

private and public sectors to reduce the attraction of the latter.

The emphasis of employment policies should be on skill development to allow young
jobseekers to achieve job description standards and work-readiness. Vocational and
educational training supports learning and work-readiness. However, many stakeholders
have diffident views towards a career in the hospitality industry due to perceptions of the
status of the work in a vocational field and because of the technical aspects of hospitality.

These perceptions need to be addressed as part of the government’s employment policies.

Awang et al. (2011) studied the perceptions of school students and apprentices on their
image of technical education and vocational training. Interestingly, they found that students
and apprentices did not agree ‘that technical students and vocational trainees had low
academic interest, tend to be juvenile delinquents, problematic and have low interest in
furthering their study to tertiary level’ (Awang et al. 2011, p. 1). Instead, they found that
apprentices in the system appreciated the benefits of technical education and vocational
training more than secondary school students, and predictors of views comprised attitude
towards recognition of qualifications, work ethic, social values and applicability of course
content. The authors advocated a higher profile for technical and vocational education and
training credentials. They stated that nurturing a skilled workforce with a strong work ethic
and good social values should be projected via the electronic media, and that occupations
such as chefs should be promoted with the notions of working in luxury surroundings and

having the chance to travel.
3.4.1 Assessing the Labour Market
While the government is undertaking a review of jobs and the Saudi workforce, statistics

remain an issue in the Kingdom due to porous borders and a lack of rigour in work permit

and visa enforcement. Flynn (2011) stated that, until the 2003 census, which contained few
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guestions on employment and unemployment, and the more recent 2011 census, for which
data have not been released. Baldwin-Edwards (2011) observed that Saudi Arabia, in
common with the GCC countries, has a constrained history of demographic and labour
market data collection, which may emanate from a desire to suppress sensitive data. For
demographic data, this could be attributed to the size of the foreign population and because
such information could harm national interests. The quality of labour market data follows
this contention. Although there is dated information on nationals’ employment, and
especially unemployment, there is no unemployment insurance system, so that few people
were registered as unemployed until 2011, via the year-long Hafiz payment (see Section
2.4.4). Substantial informal employment within families could account for Saudi women’s
participation rate of 17 per cent in 2010 and unemployment of 16 per cent in 2009
(Baldwin-Edwards 2011; World Bank 2012). Baldwin-Edwards (2011) attributed the
paucity of employment data to a more favourable stance in the media, which focuses on
Nitagat successes (see Section 2.4.4). There is little data on immigrant populations because
no statistics have been previously kept on accompanying family members that do not have

work permits. In addition, irregular migrants, as in every country, are unknown.

Not only should the true unemployment levels be ascertained, the economic needs of
different sectors in the society should be investigated to establish the current situation and
project the future needs of various professions and job categories. This could assist
investors and policy makers in the hospitality industry respond in terms of current
certification and tertiary qualification output, and determine what is necessary to expand by
using Saudi labour. Idrees (2011) studied employment practices among five-star hotels for
the religious tourism and hospitality industry in Al Madinah, and found that there are a few
very large hotels in intense competition, but there is also internal cooperation. An oligopoly
is characterised by few suppliers, a strategic interdependence and a state of tension between
self-interest and maintaining the status quo. As well as standardising offers and prices,
these hotels assist each other through information on potential or unwanted employees, and
troublesome staff or clients. Singapore provides an example of public—private partnership,
where the sectors cooperate to align employers’ needs with the outcomes of the vocational
and technical training sector. This has also been explored in Saudi Arabia (Mellahi 2007).
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3.4.2 Marketing Employment Initiatives

Youth employment initiatives can be readily adapted to electronic media. Entrepreneurship
is not well understood in Saudi Arabia, despite there being a similar proportion of small
firms in the business sector compared to global averages. There is a lack of information and
support in the form of business incubators, although, as stated by Rishi (2012), there are a
few successful start-ups, such as Glowork.net. This website bridges the gap between Saudi
employers and potential women employees, and is supported by several universities and the
Ministry of Labour. It uses the internet to connect women who want to work from home
with potential employers who address restrictions on women’s movements in public places.
Another entrepreneur has invented an online game that quickly achieved success and was

sold to Turkish interests.

Rishi (2012) mentioned another website that features inventions and ideas by young Saudis
who use social media for crowd sourcing (crowd funding). Entrepreneurs present details of
their projects on the website in order to gain small contributions from many people to fund
their initiative. Success for such endeavours is a good indicator that the Saudi public is
interested in these novel forms of employment, and can encourage young entrepreneurs to
start new businesses and improve the economy. Fakeeh (2009) called for open debate
among stakeholders to fully address the lack of progress in Saudisation. This exhortation,
together with widespread interest from the industry and researchers, led to the introduction
of Nitagat. Nevertheless, the private sector has the challenging task of implementing and
maintaining these policies. All the political and economic efforts by the government have a
direct effect on training policies, education and management activities. Thus, managers
need to develop new recruitment strategies (Fakeeh 2009). Educational reforms should not
be left to the government alone, but should include private sector trainers with the capacity
to implement these new educational policies. Firms can contract these institutions to train

their new employees (Westerduin 2010).
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While these policy initiatives are clear in intent—with the Labour Minister calling for the
creation of three million Saudi jobs by 2015 and predicting that six million will be
necessary by 2030—employment generation is Saudi Arabia’s main challenge
(International Conference of Economics and Finance Monitor 2012; Saudi Gazette 11
February 2012). As discussed in Section 1.2, AlMunajjed and Sabbagh (2011) explained
that the accepted pathway into the private sector was for youth to have work experience and
internships while studying to gain workplace knowledge and understand their role in the
enterprise. This has not occurred in the majority of large Saudi enterprises, which are not

engaged with local schools or tertiary institutions.

AlMunajjed and Saba (2011) posited that the structure of the Saudi labour market precludes
youth employment, as there is a global supply of productive labourers who accept entry
conditions and wages. This acts as a disincentive for employers to employ and train Saudi
youth. They reported that voluntary unemployment among GCC youth during summer
holidays or for longer periods was caused by preferences for travel, relaxing at home or not
being ready to look for work, and that 19 per cent of those studied reported that they lacked
opportunities for work. While the International Labour Organisation reported voluntary
unemployment among global youth as being at 49 per cent, according to AlMunajjed and
Saba, this reached 71.1 per cent in Saudi Arabia in 2009. The authors attributed this partly
to women’s very low labour participation rate (16.5 per cent). Youth intransigence when
settling into private sector jobs, given the onerous working conditions in the industry, has
recently been met by Nitagat (AIMunajjed & Sabbagh 2011; Arab News 19 December
2012).

3.5 Summary

This literature review considered the tourism industry, workplaces and Arab management,
and the effects these have on youth employment. Saudi workplaces, particularly in the
hospitality industry, are characterised by foreign service labour and foreign executives,
with little official data upon which of these to base planning and Saudisation, although

there is a claim of over 20 per cent in the industry. Thus, Saudis tend to hold positions of
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rank, but arguably of little substance. They are viewed by management as a necessity in
order to gain the right to access the flexible, qualified and experienced labour for the 80 per
cent of the hundreds of thousands of job classifications in the tourism and hospitality

industries.

The bulk of the tourism industry in Saudi Arabia focuses on the hajj and associated umrah.
This source brings increasing numbers of religious tourists from all parts of the globe, and,
while all are Muslims, they uphold very different customs and values. These differences in
social behaviour require hospitality staff to be sensitive to tourists’ varying needs and
requests. This is one of the major issues of customer service, as the Arab culture is not
conducive to personal service; thus, there are few Saudi customer service positions, despite

the need for nationals as at least a first contact for customer arrivals.

Employment policy was discussed in Chapter 2. It is evident that the bulk of literature
calling for stronger measures for Saudisation has been heeded by policy makers. However,
calls for transparency in unemployment and industry data, and estimates of the actual size
of the non-national labour force from the recent census, have not yet found their way into
the public domain. Despite concerns from researchers and the industry that Nitagat is a
simple numbers exercise that will result in few permanent jobs for Saudis, there appears to
be some apocryphal data in the news of increased entrepreneurships, and that the numbers
employed through Nitagat in just one year are equal to those employed in five years under
Saudisation.

While there remain issues regarding the quality of the youth workplace experience, the
rigour of the education system (particularly the vocational and technical training sector) and
the commitment of Saudi youth to hospitality firms, progress is certainly occurring. It
remains to be seen whether this will be a watershed solution for Saudi stakeholders to

improve the future of their youth, or whether this will once again prove to be an ineffective

policy.
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Chapter 4: Methodology

The study to this point has provided the introduction, the context of the problem of Saudi
youth employment in the hospitality industry, and the literature that informed this study,
given the paucity of direct evidence. In this chapter, the primary research is presented by
explaining the research design, the method of data collection and analysis, and the

processes of the research.

There are two main approaches for a research methodology. It can be quantitative, in which
data are quantifiable or measurable; or it can be qualitative, in which the data analysed are
subjective and determined through experience and knowledge (Kothari 2009). An in-depth
research study can incorporate both qualitative and quantitative data collection methods;

however, this is constrained by time and financial issues.

A clear research methodology is necessary in academic research when the main goal is to
test the hypothesis or the available theories. An appropriate design should be established to
ensure that the research is valid—that is, to verify causes of extraneous variables and test
the acceptance or rejection of the hypothesis. If this is achieved, the research is considered
valid and reliable because the results are consistent (Kumar 2010). The main purpose of
research methodology is to document the step-by-step procedure of how the research is
conducted. The study design typically includes data gathering using questionnaires,
interviews, experimentation and observation. The terminology of the research methodology
is referred to as ‘methods of research’ because it encompasses the different procedures that
need to be followed to analyse and interpret the gathered data. These require a wide range
of statistical tools to analyse the complex data and identify associations and/or significance
in the results (Tashakkori & Teddlie 2008).

Research methodology is a platform-based structure in which the systematic approach to
managing the research process is well organised and written. It plays a major role in

constructing and drafting the whole research process. The research process should start
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with the title identification and problem formulation. Once the problem is formulated, the
methodology begins, with the systematic procedures for answering the problems posed for
investigation drafted to result in valid conclusions and recommendations. The key concepts
in the conduct of research should be presented, particularly when the scientific research
aims or attempts to correct and avoid misconceptions in the scientific process of research.
In all research, it is important that the methodology be presented systematically to
showcase the step-by-step procedures in the conduct of the research. These procedures
were performed in this study to carefully address the issue being examined. All important
issues and problems were discussed and considered in order to arrive at a valid conclusion
and formulate meaningful recommendations that will serve as a guide to improve the area
of study (Flick 2009).

This methodology chapter describes this study’s research methods, population and
sampling selection process, and ethical considerations. The two forms of data collection
and analysis are presented. First presented is the quantitative method, which used a
questionnaire given to hospitality and tourism managers in Makkah and Jeddah. Second
presented is the qualitative method, which was intended as face-to-face interviews for
policy makers in the Ministry of Labour and the Commission for Tourism and Antiquities.
However, as aforementioned, interviews were not possible because the responsible
administrators were in Riyadh. Instead, they supplied written responses to open-ended
questions. This chapter completes with a presentation of the mixed methods analysis that
was adopted to enrich the findings.

4.1 Research Methods

The aim of this study was to identify factors in Saudisation in the hospitality sector from
the viewpoints of the public authorities, industry managers and Saudi youth who seek
careers in this sector. The data collection sought the views of these stakeholders by
identifying factors that may inhibit or accelerate the replacement of expatriate staff with

qualified nationals. The research questions that supported this aim were as follows:

77



1. To identify the main factors impeding the recruitment and retention of Saudi
hospitality graduates by using the literature and surveying relevant authorities in
Makkah and Jeddah;

2. To survey the perceptions and experiences of managers and employees regarding
factors that could improve Saudisation in the hospitality sector; and

3. To identify Saudisation policies and practices relevant to the sector and establish

their efficacy.

A research design must be established in order for the research to follow. Qualitative
research is sometimes regarded as subjective because it is more subjective than the actual
meaning and includes an examination of, and reflections on, the researcher’s perceptions
from gaining a clearer understanding of humanity and its social activities. Quantitative
research differs because it is objective in nature and includes collecting and analysing
numeric values that enable the use of different statistical tests (Tashakkori & Teddlie 2008).
There are two overarching paradigms of research design, according to Flick (2009). The
first is a natural concept in which human behaviour follows a causal set of conditions, and
there is a sequential set of actions modelled on the natural sciences. The second is an
interpretive paradigm in which human actions are predicated on norm-governed institutions
and practices. This is typically associated with interpretative qualitative approaches (Flick
2009).

A mixed method design is a triangulation method in which the quantitative research result
is supplemented by qualitative findings—that is, they are complementary (Creswell 2009).
A sequential mixed model design was used in this study, with the quantitative (hotel
managers) and qualitative (policy makers) phases separate. The conclusions were made
based on the results of the first strand—the quantitative phase—and these were then
compared to the qualitative phase. Triangulation was applied in this study to cross-validate

and confirm the results from the study (Creswell 2009).

Instrumentation is also part of methodology. The instrument is a testing tool or device used

to measure certain phenomena. It includes survey questionnaires, structured interviews and
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guidelines established for an in-depth investigation. This study’s instrument was
constructed to establish the profile of the respondents. The researcher should also validate
the instrument using different methods of validity and reliability testing. Once the validity
and reliability have been established, the researcher can be confident in the quality of the
research. Statistical treatment is also an important part of a research survey. Statistics play
an important role in answering the problem posed for investigation. An accurate statistical

tool yields meaningful results (Kumar 2010).

The current research focused on the management issues and employment opportunities in
relation to the Saudi Arabian government’s Saudisation initiative. A clear research design
needed to be clearly stated to achieve the informative results of benefit to the government
regarding Saudisation. By using a triangulation design, research achieves both reliability of
the data and validity of the findings. The results derived from the data analysis of the
survey questionnaire responses were supplemented by the interview results (Creswell
2009). The survey questionnaire focused on views about the Saudisation process and the
benefits of its implementation. The interviews occurred after the instrument was
distributed.

Once the information was obtained from the survey instrument, interviews of some
government personnel and luminaries in the field of the Saudisation initiative were
scheduled. The results of the two approaches were subjected to strict information capture
procedures to ensure consistency of the analysis results, using the triangulation process in
which the two research approaches complemented each other (Creswell 2009). A basic
distinction between the quantitative data and the qualitative data is the principle of how
data may be analysed, as it simultaneously reflects the varied traditions, philosophies and
practices of diverse social science disciplines. Qualitative data provides more detail
regarding the subject under consideration, while quantitative information appears to

provide much more precision, but gives only a partial description (Flick 2009).

The function of an investigation design is to ensure that the evidence obtained enables the
research to answer the initial question as unambiguously as possible. Obtaining relevant
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evidence entails specifying the type of evidence required to answer the analysis question, to
test a theory, to evaluate a programme or to accurately describe some phenomenon
(Tashakkori & Teddlie 2008).

Especially in the tourism industry, in which the importance of destinations in tourism has
expanded across the globe, the use of quantitative and qualitative techniques have grown
momentum. Stakeholders of the industry, including operators, destination managers and
governments, need to make more informed decisions on policy and planning. Qualitative
research is a well-established approach to investigating phenomena in the social sciences,
and is gaining greater acceptance through other fields (Tashakkori & Teddlie 2008). This
acceptance is due to the qualitative method, which has the ability to provide rich, in-depth
data from multiple viewpoints, especially with regard to tourism-related knowledge and

experiences.

Research design originated from European-influenced logic, and, until recently, studies of
tourism phenomena were founded in developed country contexts. There was an assumption
that these concepts and dimensions are universal and that different cultures interpret the
world under these conditions. However, many theorists now consider this assumption
flawed, and tourism phenomena should be explored through data collection and analysis of

many cultures (Dwyer et al. 2012).

Qualitative analysis is a method to structure understanding by using enquiry techniques that
emphasise subjectivity and the meaning of knowledge to the individual. Qualitative study is
an inductive method to discover or expand understanding. It requires the researcher’s
involvement in identifying the meaning or relevance of a particular phenomenon to the
individual. A qualitative investigation strategy might take several forms, including
phenomenological, philosophical, historical, grounded-theory method or ethnographic
research. The difference between qualitative and quantitative analysis is not completely

clear (Silverman 2011).

80



Similarly, research styles are frequently equated with qualitative and quantitative study
methods. Social surveys and experiments are regularly viewed as prime examples of
quantitative research and are evaluated against the weaknesses and strengths of statistical,
quantitative research strategies and analyses. The objective of a study style is to minimise
ambiguity in the investigation’s evidence. There are two associated strategies for achieving
this: eliminating rival explanations of the evidence and deliberately looking for evidence
that could disprove the theory (Kumar 2010).

This study on Saudisation used the triangulation method. The triangulation method uses the
two research approaches, with the qualitative approach supplementing the quantitative
approach. An analysis design is a framework for collecting and analysing information. It is
designed to generate evidence and is suited to a certain set of criteria and research
questions. Thus, it is defensible (Bryman 2008). The dimensions of the research process
include the importance attached to:
1. Expressing causal connections between variables;
2. Having a temporal (as time passes) appreciation of social phenomena, their
interconnections and process;
3. Understanding behaviour and what that behaviour means in its specific social
context, including validity; and
4. Generalising to larger groups other than those who were part of the investigation,

and deciding on sample size (Kumar 2010).

In the social sciences, triangulation is frequently employed to indicate that more than two
methods are used within a study with the aim of double-checking outcomes. With this
method, a researcher can be far more confident with an outcome if diverse methods result
in exactly the same outcome. If an investigator uses only one method, the temptation is
strong to believe its findings. If an investigator uses two methods, the results may be
contradictory. By using three strategies to acquire the answer to one question, the hope is
that two of the three will create equivalent answers, or, if three clashing answers are
produced, the investigator will know that the query needs to be reframed, the methods

reconsidered, or both.

81



Triangulation can be employed in both quantitative (validation) and qualitative (enquiry)
research and is a method-appropriate approach for establishing the credibility of the
qualitative analyses. It is an alternative to traditional criteria, such as reliability and validity,
and is the preferred method within the social sciences. By combining several experts, ideas,
methods and empirical materials, researchers can hope to overcome the weaknesses,
intrinsic biases and difficulties that arise from single-approach, single-observer and single-
theory studies (Creswell 2009). Thus, this study on Saudisation used the triangulation
method because the survey questionnaire’s findings were supplemented by the qualitative
approach’s findings.

4.1.1 Synopsis of Justifications for Research Design

To summarise, the justification for the various elements of the methodology are as follows:

e an interpretive paradigm was chosen as it is associated with interpretative
qualitative approaches (Flick 2009)

e a mixed method approach was used as this is a quantitative study, which was used
to answer sub-question 2; whilst a qualitative approach was used to answer sub-
questions 1 and 3; the two sets of results were then compared (section 5.3)
(Creswell, 2009)

e to gather quantitative data, a questionnaire was chosen as the best method to collect
large amounts of data efficiently. For the qualitative data a number of interview

questions were selected to gather data from interview participants.

4.2 Sampling

Determining the appropriate number of participants should be done by using a random
sample to avoid or minimise bias. This study examined how Saudisation affects all sectors
in the study’s target industry of hospitality; thus, the government’s policies and the views
of the various ministries’ representatives were important. The qualitative data collection

included interviewing at least four senior bureaucrats who were involved in Saudisation—
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two in Makkah and two in Jeddah—to determine the government’s position and views on
Saudisation in the hospitality industry, including issues and opportunities for jobs in the
sector. Therefore, this was a targeted sample, although there was a random factor because
the identities of those available for the interviews were previously unknown (Bryman
2008).

Sampling can be classified as probability sampling or non-probability sampling. Probability
or random sampling is a selection method that ensures every participant has the same
probability of being chosen. Random sampling ensures that a sample is representative of
the larger population. It can be straightforward random sampling, stratified random
sampling or cluster sampling. Non-probability sampling is a selection method that does not
involve random sampling—that is, the possibilities of inclusion and the degree to which the
sample represents individuals are unknown. The potential for sampling bias is the key
problem with non-probability sampling. The types of non-probability sampling are

convenience sampling, purposive sampling and quota sampling (Rubin & Babbie 2008).

When discussing sampling, the first consideration is to determine how many participants
are needed in the study. It is also important to consider the population from which the

researcher selects a sample of individuals, so that conclusions can be drawn from the data.

4.2.1 Population and Sampling Factors

A population is commonly understood to be a natural, geographical or political variety of
people, animals, plants or objects. At an early stage of the study planning, the population
under consideration should be clearly and explicitly defined in terms of location, time and
other relevant criteria. The appropriateness of the study population refers to its suitability
for attaining the study’s objectives. The selection of the study population on the basis of
suitability usually affects the validity of subsequent generalisations from the findings
(Neuman 2011).

83



The sample is a subset in the population selected to gather data for analysis. Each unit
inside the sample offers a record—an observation. Issues involving the selection of
individuals for research include the appropriate number of participants to lessen the bias in
the outcome. Factors in determining the appropriate number of respondents for the sample
include the purpose of the study, the population size and the sampling error. Criteria that
determine sample size include level of confidence (precision), risk and variability. The
level of precision—the sampling error—is defined as the range in which the true worth of
the population is estimated. The risk level is based the Central Limit Theorem—that is,
when a population is repeatedly sampled, the average worth of the attribute obtained by
these samples is equal to the true population value (Lohr 2010). Furthermore, the values
obtained by these samples are distributed commonly concerning the accurate value, with
some samples having a larger value and some a lower score than the accurate population
value. In a standard distribution, around 95 per cent with the sample values are within two
standard deviations from the correct population worth (e.g. mean).

The third criterion—the degree of variability in the attributes being measured—refers to the
distribution of attributes inside the population. The more heterogeneous a population, the
larger the sample size needs to be to obtain a degree of precision. A proportion of 0.5
indicates the maximum variability inside a population, which is typically employed in
determining a far more conservative sample size, which might be larger than if the accurate
variability in the population attribute was used (Lohr 2010). Several techniques are
available to determine the appropriate number of individuals who represent a population,
including employing a census for small populations, initiating a sample size from

equivalent studies, using published tables or applying formulae to calculate a sample size.

Sample size is also affected by data collection and analysis. For example, quantitative
analysis requires larger samples when using descriptive statistics, regression, analysis of
covariance or log-linear analysis. The sample size should be appropriate for the planned
analysis (Chou et al. 2011). The sampling techniques discussed concern random sampling.
However, there are variations of this technique, such as stratified random samples that take
into account the variances of subpopulations, strata or clusters prior to estimating the
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variability in the population as a whole. Simple random sampling was used in this study, in
which each unit in the population has an equal probability of inclusion. The samples were
collected from hospitality firms who agreed to the survey of their managers in December

2011, and they are further discussed at section 4.4.3.

4.2.2 Synopsis of Justification for Selection of Samples

The sample for the quantitative survey comprised the hospitality and associated firms in
Jeddah and Makkah. A purposive and stratified sample of participant firms was chosen
from official lists on the basis of size, business and location (Neumann, 2011). As all firms
are subject to Nitagat, this was not so much a criterion for selection as to ensure that
tourism management was widely represented in the survey. The qualitative sample was not
under the control of the researcher, as an approach was made to the Department of Labour
in each city with a request to interview at least two Departmental representatives in the

hospitality or tourism sector. This was granted.

4.3 Ethical Considerations

Issues of moral action are key to all fields of investigation. Analysis participants at risk are
people who could be harmed physically, emotionally, spiritually, economically, socially or
legally by participating in a study. A standard responsibility of all researchers is to shield
analysis participants from harm if they are participating in a study. Informed consent is the
process of providing an individual with enough understandable data regarding his or her
participation in a study project. This process includes supplying prospective participants
with data about their rights and responsibilities with regard to the task, and recording the
nature of the agreement. All consent forms require assuring potential participants of their
right to withdraw from a study at any time. Confidentiality refers to the researcher’s
responsibility to shield all data gathered within the scope of the project from being divulged
to others. Anonymity refers to the act of keeping individuals nameless in relation to their

participation in an investigation project. The researcher may wish to obtain permission
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from bodies that regulate the conduct of study investigations, particularly when subjects are
human beings (Charmaz 2006).

For this research, permission was obtained to conduct the interview from the Ethics
Committee, Victoria University. Furthermore, permission to conduct the interviews was
obtained from hotel management before distribution of the surveys, and interviews with

government representatives were arranged by the hotel management offices.

4.4 Quantitative Data Collection and Analysis

Questionnaires are frequently used for quantitative data collection. These can be
administered by the researcher or can be self-administered. They can also be distributed in
hardcopy or by electronic means (Bryman 2008). When developing the questionnaire for
this survey, the initial requirement was to determine the sources of data that would inform
the research questions. Thus, questions that comprised the qualitative data collection
included factors raised in the literature, in government regulations and announcements, and
in the news media. To canvass for further topics for the questionnaire, participants could
add comments at the end of the interview. Depending on the literature assessment and
categorisations used, six categories, with 29 variables, were constructed (see Simnett &
Wright 2005). An instrument comprising questions was used to collect and measure data
that were relevant to the research questions. This instrument was required to be correct,
objective, sensitive and effective. Measures used to attain results for study targets include
quantitative data that can be statistically analysed, or subjective data, from which inferences
can be drawn. Instruments can include observation scales, questionnaires or interviews
(Flick 2009).

4.4.1 Data Collection from Hotel Managers
For this study, management views were obtained through a written survey posted to the

participants who elected to undertake the survey. These were employed by hospitality

managers who were selected as representative of a range of large and small hotels,
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restaurants and tourism firms in the two cities. Permission was obtained by telephone from

management to undertake the surveys. The questions are categorised in Table 4.1. The five-
point Likert scales were (Bryman 2008, Creswell, 2009, Flick, 2009, Neumann 2011):

One: strongly disagree;
Two: disagree;

Three: no opinion;
Four: agree; and

Five: strongly agree.

A copy of the questionnaire is included in Appendix 1.

Table 4.1: Questionnaire Structure

Category Type Item
Demographics Gender selection, multiple choice questions 10
Overview of the hospitality industry in Saudi Arabia  Five-point Likert scale 13
Comparing Saudi managers and non-Saudi managers Five-point Likert scale 14
Saudisation factors affecting productivity Five-point Likert scale 6

The instrument shown in Table 4.1 has four parts: the demographic characteristics of the

respondents, the views of the respondents regarding the hospitality industry in Saudi

Arabia, the perceptions of the hospitality industry by Saudi and non-Saudi managers, and

the perceptions of Saudi and non-Saudi managers of the effectiveness of Saudisation on

their firm’s operations.

Gender selection and multiple choice questions were used to collect the participants’

demographic characteristics, as these data were directly quantifiable. Multiple choice

guestions included nationality, age group, educational qualifications, years of residence in

the Kingdom, years of experience in the industry, years of management experience in Saudi

Arabia, the size and the type of firm in which the participant worked, and the participant’s

position in the firm.
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The questionnaire had 13 items and the respondents had to agree or disagree with each
statement regarding their views on the hospitality industry in Saudi Arabia. The
questionnaire used a five-point Likert scale to identify the respondents’ experiences and
opinions on different issues on Saudisation. Similarly, a Likert scale was used to collect the
managers’ views on national and non-national managers and their views about the influence

of Saudisation on their hotels’ productivity.

4.4.2 Pilot Testing

Pilot testing is useful to test the effectiveness of an instrument in capturing the essence of
the intended results. It is an important aspect to ensure the reliability and accuracy of the
study’s findings. The purpose of pilot testing is to determine whether any changes are
needed to the questionnaire design, wording or instructions. Pilot testing is also important
to ensure acceptance of the items in acquiring the required information (Creswell 2010). In
this research, pilot testing was undertaken by emailing three of the researcher’s colleagues
who had connections with the hotel industry in Jeddah. These colleagues forwarded the
questionnaire to their contacts, and the final survey was adjusted to incorporate their

suggestions.

4.4.3 Validity and Reliability

In mixed methods research, quantitative data collection allows statistical analysis based on
content validity that informs researchers how items used in a survey represent their
category, how clear they are, and the extent to which they answer the research questions.
Reliability refers to the consistency in results from the questions when repeated in other
studies (Flick 2009). The validity of the instrument used and of the investigation’s design
as a whole are required to evaluate the value of the study’s results. Internal validity refers to
the likelihood that experimental manipulation was, indeed, responsible for the differences
observed. External validity refers to the extent to which the results from the study can be

generalised to the larger population. Among others, four forms of validity can be used for
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the truth of an instrument: content validity, predictive validity, concurrent validity and
construct validity (Messick 1980).

Validity presumes reliability because, if the measures are not reliable, they cannot be valid.
Bryman (2008) stated that there are three measures of reliability, as follows:
e Time—if the question is not valid over time, there is no point measuring it;
e The question must measure one factor alone and cannot tend towards becoming
another factor; and
e The question must have internal consistency so that participants recognise the

measure and agree on its meaning.

Religious tourism is the focus of the hospitality industry in Makkah, while hotels in Jeddah
rely more on seasonal and economic factors due to its location along the Red Sea. For these
reasons, Makkah and Jeddah were selected as the setting for this study. For the quantitative
survey of youth employment in the hospitality industry, 100 participants were selected from
the Makkah region and 90 from the Jeddah region to adequately represent the firms
contacted. The firms were selected from lists published by the Commission of Tourism and
Antiquities. Of the larger firms, branches of six brands were surveyed in both cities—two
firms for restaurants and four chains for hotels. The managements of the firms were

approached in early December 2011, and agreed to participate.

The questionnaires and cover letters containing the privacy conditions and purpose of the
survey were distributed by hand over two weeks from 7 December 2011 to the appointed
contacts in each hotel. The conditions for data collection were that potential participants
were adult hotel managers and supervisors. After several phone calls and reminders, 110
questionnaires were received, with the last returned on 23 January 2012. This represented
an acceptable 58 per cent return. However, 10 of these questionnaires were incomplete and
thus discarded, so that 100 surveys were used in the study. The completed surveys were

sourced as follows.

Jeddah (50 surveys)
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Twenty-five completed surveys were received from hotels in Jeddah:
Size of firm

< 10 employees: two questionnaires

10-49 employees:  one questionnaire

50-100 employees: 12 questionnaires

> 100 employees: 10 questionnaires

Nineteen completed surveys were received from food providers in Jeddah:
Size of firm

10-49 employees:  three questionnaires

50-100 employees:  nine questionnaires

> 100 employees: seven questionnaires

Six completed surveys were received from other industry members, such as travel agents,
in Jeddah:

Size of firm

< 10 employees: one questionnaire

10-49 employees:  two questionnaires

50-100 employees:  one questionnaire

> 100 employees: two questionnaires

Makkah (50 surveys)

Twenty-five completed surveys were received from hotels in Makkah:
Size of firm

10-49 employees:  seven questionnaires

50-100 employees: 13 questionnaires

> 100 employees: five questionnaires

Ten completed surveys were received from food providers in Makkah:

Size of firm

< 10 employees: one questionnaire
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10-49 employees:  one questionnaire
50-100 employees  eight questionnaires

Fifteen completed surveys were received from other industry members, such as travel
agents, in Makkah:

Size of firm

< 10 employees: one questionnaire

10-49 employees:  seven questionnaires

50-100 employees: five questionnaires

> 100 employees: two questionnaires

4.4.4 Quantitative Data Analysis

The objective in a study analysing data is to describe the data in meaningful terms.
Statistics are used to analyse quantitative data, and these can be descriptive and inferential.
Descriptive statistics convert data into information that is readily understandable, while
inferential statistics lead to underlying information that is not readily perceived. The two
approaches are usually used sequentially so that the first data are described with descriptive
statistics, followed by further statistical manipulations that, when completed, allow the

researcher to make inferences about the population (Kantardzic 2011).

The techniques used in quantitative research to analyse the data include univariate analysis
for analysing a single variable at a time. The method for analysing relationships between
variables is bivariate analysis, while analysis of relationships among three or more
variables is multivariate analysis. There are many statistical packages run on a variety of
platforms or computer configurations for these analyses. For this study, the Statistical
Package for the Social Sciences (SPSS) Version 15.0 was selected (see Bryman 2005). This
was also advocated by Oppenheim (2005).

For univariate analysis, a frequency table provides the number of people and the percentage
belonging to each of the categories of the variable in question. Univariate analysis is the

91



simplest type of quantitative (statistical) analysis. The analysis is undertaken together with
the description of a single variable and its attributes in the applicable unit of analysis.
Univariate analysis is frequently used in the initial stages of an investigation to analyse the
data at hand before it is supplemented by the much more advanced inferential bivariate or
multivariate analysis. Together with frequency distribution, univariate analysis reports
measures of central tendency, such as (arithmetic) mean, median, mode or any other
measure of location, based on the context (Babbie 2009). An additional set of measures
determines how values are distributed about central tendency, typically studying the range,

interquartile range and standard difference.

Bivariate analysis is concerned with the relationships between pairs of variables (X, Y) in
an information set, seeking differences among the dependent and independent variables. It
explores the relationships between two variables—that is, whether an association exists and
the strength of this association, or whether there are differences and the significance of
those differences (Yang et al. 2009). Multivariate data analyses usually are not designed to
replace physical analysis, and statistical strategies can be used for preliminary

investigation. Physical analysis is used to refine and interpret the results.

Descriptive and inferential statistics were used in this study. Descriptive statistics were
used to describe the basic characteristics of the data. The data were tabulated using a five-
point Likert scale from which was derived the frequency, mean and standard deviation.
Cronbach’s alpha was applied to test measures of internal consistency—that is, how closely
related a set of items were as a group. Inferential statistics included an independent t-test to
determine the probability that two populations were the same with respect to the variable
tested. A one-way analysis of variance (ANOVA) was used when the study involved three
or more levels of a single independent variable. The ANOVA test procedure produces an f-
statistic that is used to calculate the p-value. If p < 0.05, the null hypothesis is rejected and
the conclusion is that the average of the dependent variable is not the same for all groups
(Babbie 2009).

4.5 Qualitative Data Collection and Analysis
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This study concerned mixed methods research, thus a qualitative approach was considered
necessary to further explain the results from the quantitative data collection and analysis.
The qualitative data collection for this study was designed as a semi-structured interview in
order to gather information from study participants regarding government policy and
programmes on youth employment. It was also intended to gain insight into the study
participants’ views regarding the adequacy of the measures, issues arising from the

measures and the socioeconomic implications of Saudisation and Nitagat.

Interviews concern groups and single participants. They can be delivered face-to-face or, if
this is unavailable—as in this study—the questions can be delivered in hardcopy or
electronic form. The style of the interview can be unstructured, which allows full control of
the interview by the participant or participants. These can be biographical, in-depth,
narrative or non-directive interviews. Interviews can also be structured or semi-structured,
which use a checklist of topics (Creswell 2009). If the method is flexible, open-ended
questions elicit information from the participant, and interesting trends can be pursued by
the researcher. Alternatively, a standardised method in which the participant is given little
flexibility in response to closed-ended questions results in a structured interview. For this
study, a series of questions were formulated based on the research questions. These covered
the following topics:
e The importance of the hospitality industry—that is, hotels and accommodation, and
food and beverage outlets—as a source of employment in Saudi Arabia;
e Whether larger firms tend to crowd out smaller firms in the industry;
e Whether the hotel and food sectors are growing strongly and offering choice and
good services;
e Wh