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Abstract: One of the burning issues discussing aégent related with the gulf expatriates is the ilementation of saudization
‘Nitagat’ in Saudi Arabia. This is an attempt to brg the facts on the newest Saudization policy @fuli Arabia Kingdom
‘Nitagat’, its implications and impacts on Keral&here are about 5.74 lakh Keralites in the gulf cowies. Saudization policy
is expected to affect Kerala workers who employeded zone, illegal residents and unauthorized esggreneurs. Here the
purpose of this work is to find out the impact ofithlgat in kerala and its multiplier effect on varigss sectors including
employment sectors of Kerala. The paper also atttsmip make suggestion to manage the situation eredrdollowing the
‘Nitagat'.
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. INTRODUCTION

The boom raised in oil sector of the Middle Eastirtdes in early 70s made the gulf countries exélgnwealthy. This
triggered rapid expansion of economy and developahexttivities together. It necessitated the dgwelent of infra structural
facilities. The construction of such infrastruciueeilities required a bulk of labor force. Buetie was shortage of labour force in
the Middle East. This provided many employment oppities in gulf countries. Such hike in employrmepportunities
attracted people from all over the world especifiityn developing nations like India. Thus, Indidrese been depending on gulf
countries from 1970s. Thus, The gulf boom beganmnthere was a massive requirement of skilled, sdified and unskilled
labor of gulf nations was fulfilled by the migraniom Kerala contributing the major share of théakcemigrants of the
country .Saudi Arabia had adopted several progmnmensure that more nationals enter the laboukehaver many years.
Once, Kingdom had adopted a policy of so-calBaiidisationwhich is aimed at gradually replacing expatriaterkgos with
Saudi employees. But it did not result as they etgukin fulfilling their objective. Saudization fke term to denote the policy
measures taken by the government of Saudi Arab@dmote employment of Saudi nationals in the Komgd Though it was
initiated in mid 90s, it gathered momentum in 126©0s particularly after the advent of the ArabiigprArticle 26 of the Saudi
Labor law (2006) supplemented by several resolstanmd circulars form the basis of the initiativeeThasic idea is to replace the
large chunk of expatriate workers with Saudis aedegate employment for the youth in Saudi Arabi&he Ministry of Labor of
the Kingdom of Saudi Arabia has launched Migagat (which means ‘Ranges’ in Arabic) program recerndyincrease job
opportunities for its citizens in the private sectbhe government’s direct intervention is aimedhbtaining quick results and
giving Saudi nationals a better stand in the Igobs market, which is currently dominated by foregmployees holding 90%
(6.5 million) of the jobs.

The Saudi Arabian government has introduced seveit@tives to nationalize private sector jobstie past. The idea of
improving local participation in private sector glwas introduced in the first five-year developmplan (1970-75), during
which the government decreed that 75% of workeosilshbe Saudis and 51% of total salaries shouldaie to local employees.
However, the policy became a priority only in 1a8®90s when the Kingdom faced budget deficits angh hiates of
unemployment. As part of the sixth development fB®95—-2000), the government aimed at creatinglyn&dr9,500 jobs for
Saudi nationals. Since the previous five-year plaosed to be ineffective in increasing the paption of the nationals in the
private sector, and realizing the difficulties ioriecting the imbalance, the government set a seaflp more realistic target of
25% Saudization in the private sector by 2002 duita seventh five-year development plan (2000-Ubg target was later
altered to a blanket of 30% for all companies. Heosvejust a third of the target was achieved aftars of implementation.

Unrealistic target was one of the reasons for tisuccessful implementation of the Saudization @ogrThis called for a new
program with more practical quotas. Thus Nitagagpam replaces the previous nationalization of joogram Saudization!

The new nationalization program, Nitaqat, usesaxtpral and dynamic approach in determining quotaspart of Nitagat,
separate quotas have been imposed on firms bas#tiorsize and economic activity. Foreign empleyeenstitute the major
chunk of employees in the Kingdom’s private secidris is leading to higher unemployment rates am®8agdi nationals and
causing discontent among the people especially grouth who are unemployed. The Nitagat law impletaé by the Kingdom
of Saudi Arabia makes it mandatory for Saudi Congmito reserve 10 per cent of jobs for Saudi nat®rSaudi Arabia has its
own justification behind the implementation of pgli Unlike other gulf countries Saudi Arabia itséis large number of
unemployed citizens. According to recent estimétesunemployment rate among Saudi nationals hahedal2 per cent. It is
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also reported that more than 6.5 million non-Saadésworking in the private sector of the Kingdoompared to 7,00,000 Saudis.
In 2012 there were 340000 firms in the Kingdom tdat not employ any Saudi. The Nitagat law is ainadeliminating
unemployment and generating employment in the KongdNitagat seeks to replace the 1994 scheme ddi&ion which
required 30 per cent of the jobs to be reservedtardi citizens. Saudization scheme failed dudééariherent loopholes in the
system and the targeted 30 per cent localizatigolsf could not be achieved.

Unlike Nitagat, Saudization followed a blanket aggorh requiring 30% quota for the locals in all camigs, irrespective of
their economic activity and size. Under Nitaqage tjovernment would evaluate private entities basedheir nationalization
performance, which is measured by calculating tbeegntage of Saudi nationals employed by the fifime nationalization
performance of the companies will be calculatecaanoving average basis over successive period8 wfekks. Enterprises are
classified into Excellence, Green, Yellow and Reddd on the level of compliance. Excellence aneéGfer firms being in the
highest localization ratios will be conferred wipecial incentives. Yellow categorized firms beinghe mid-way would be
awarded time to improve their compliance level. Ratégorized firms for having the lowest localieatratio would be subject to
various sanctions. They would be disabled frompplnew work visas, recruit expatriates, partitégpi@ government tenders or
apply for government loans or incentives It reguitteat 10% of the workforce in all firms to be Sanationals. Nitagat program
aims to be more practical in determining the natimation quotas for each band which varies acogrtth the economic activity
and performance of the firm. In order to devisdiséa quotas, the Ministry of Labor has remappkd tabor market into 45
economic activities and categorized companies fiw® sizes based on the workforce employed: mi€ed(employees), small
(10-49 employees), medium (50-499 employees), 16806-2999 employees), and giant (3,000+ employédgyo entities
have been exempted from the program at the lautagfe 20 ensure fairness and protect small busiae3$es has led to 180
different nationalization quotas for business @&gibf various sizes and sectors.

The Nitagat program is being implemented in a pthasanner. After the formal announcement of the @ogin June 2011,
all companies were asked to update their emplayeemation both at the General Organization fori&dasurance (GOSI) and
the Ministry of Interior to calculate their natidization levels. In the second phase of the progstarting September 11, 2011,
Saudi Arabia’s Ministry of Labor started suspendsegvices such as transfer of visas, issuancewfvigas and opening files for
new businesses or branches of companies in th@eweahd Red bands, Following the implementationhef third phase on
November 27, 2011, companies in the Red band dralloaved to renew work permits of expatriates, le/fioreign employees in
those companies are permitted to shift to compainigee Excellent and Green bands without the ciiregnployer’s consent.
Earlier regulation required the foreign employeemark for at least two years with the current smorisefore shifting the job.
The final phase was enforced on February 23, 2filldwing which companies in the Yellow band aret atiowed to renew
work permits of foreign employees who have stay@dsix years and more in the Kingdom. To continugirt stay beyond six
years, foreign employees of companies in the Yelb@and would have to move to Excellent and Greenpeories, which they
could do without the consent of their employer freebruary 23, 2012.Since employment permit is cdsgoy for getting the
‘igama’ (the residential permit) the expatriate iens would become illegal residents when denieddhewal of the work permit
and thus have to leave the kingdom by their owwitirbe deported. It is relevant to take into acebthe impact of ‘Nitagat’ on
socio economic scenario of Kerala economy where ofabe people depend on Saudi Arabia for the&lihood.

Nitaqgat divides the Saudi labor market into 41\aii¢is and each activity into 5 sizes as GiantgeaMedium, Small and Very
Small to have in total 205 categories. Nitagassifes establishments into ranges various as ExtelGreen, Yellow and Red
based on the ratio of the citizens working in tistaklishment. The Excellent and Green range, whiehthe ranges with the
highest localization ratios, will be rewarded witlcentives. The new law proposes to deal firmlyhviie Red range, the range
characterized by the lowest localization ratio. Bldime is given to the Yellow range to improve theositions, it being the
medium range. Therefore, the policy affects seyeasd those who work at firms comes under red zone.

The most number of Keralites has been working ind&rabia .Estimates of Kerala Migration Surveysahat there are
about 5.74 lakh Keralites in Saudi Arabia whichagts for about 28% of the total Keralites in thieldie-east. The lion share of
the emigrants is from Malabar region particulantgni Malappuram. It is reported that about 2.5 lakhall and medium
enterprises are likely to fall in red zone.

The major share of Indian expatriates works in $atel helpers in basic engineering and servicdseiQireas where the most
of the Keralites have been working are small grpctores, restaurants and boofiyas. This workireaswould be the worst
affected by new policy of Saudi Arabia. The impatthis would be felt in all service sectors of Klerthat depend on the gulf
remittances. It would also adversely affect theutfamds of families that depend on the earning @if tielatives who works in
Saudi Arabia and caught in the red zone of Nitagae strict implementation of the programme woutdesely affect the
migrants working under Free Visas. Thousands oflies are engaged with businesses which are uicdeses issued to Saudi
nationals. But Saudi has no ownership on such basirSuch kind of businesses will be hardly aftebte this policy. Estimates
say that there are about 2.75 lakh small scalemges in the Kingdom are run under this category.

The share of Keralites in Saudi in total numbeKefalites in the middle-east has been increasimges2008.At the same time
there was a fall in the number of Keralites in UEAThis shows that the dependency on Saudi Arasebben increasing.
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The most recent additions to the Nitagat law tlmaegpatriate worker should work only under his smorand the worker do
not perform any job anywhere other than the onstimeed on his job card. This raised much panicragrtbe expatriate workers.
More over the Saudi government has increased théferenewing labour cards (igamas) to SR2, 50Wf8R100. This created
huge crisis among the workers who are under thiegoay. The strict implementation of the Nitagat leecently has raised panic
in Kerala. Majority of the Indian migrant labour 8audi Arabia are from Kerala. Though the impadiiégat would be on less
than 3 per cent of this migrant population, remitess by them were consistently contributing to ¢lsenomy of the state,
especially to the northern districts of Malappurdtozhikode, Kannur and Kasargode. The inflow of ittance payments from
Saudi Arabia has considerably raised living statislaf every people in these districts. Becauseeitigtence of major part of
trade and commerce, construction etc. are depenihisrforeign remittances. Saudi Arabia continuedé the most desired
destination among the low and semi-skilled Keralite

The implications of the Nitagat regulations restilie immediate job losses and reduced job oppditsmiMany small scale
shops and establishments in Saudi Arabia are rufelbglites under licences in the names of Saudonals. Now all such shops
and establishments must have 10 per cent of theilayees from among Saudi nationals who should dd at least 3 times
more salary than their expatriate counterpartss lmost impossible now to run companies on thenkes given to Saudi
nationals. The actions against such businessdse e closing of many establishments run by Keralin Saudi Arabia.

The impact of Nitagat in Saudi Arabia will createrisus consequences on Kerala’s economy. The suddenof
unemployment will result in huge economic crisisl @ocial unrest in the state. The sudden fall inittances from Saudi Arabia
may lead to a multiplier effect on interlinked smst like education, health, businesses and tres, estate, construction,
transport, etc. The problems will be much moresifid continues this policy and other gulf natiookofv the same path.

Il CONCLUSION

Above said facts say that the new policy of Saudibda Kingdom for generating employment for youihSaudi Arabia will
affect the employment sector of Kerala adversetyb®ost up employment opportunities in Kerala massivestments in basic
and industrial sector should be made by the goveminSaudization being a domestic policy of thegdimm of Saudi Arabia,
India cannot intervene in it. However, Even if therker has to leave the Kingdom for not having letgcuments; he can come
back once and finds a sponsor and have legal datsnoé stay. This was disallowed earlier. This jdes much relief to the
affected people. May be, this crisis will be a bleg in disguise since it is going to open up mop@ortunities for the legal
migrants from the state. There is no need for ¢igallimmigrant worker to panic. The Nitagat effischot just on Indians. Lakhs
of illegal migrants in Saudi Arabia are from couesrlike Pakistan, Bangladesh, Philippines, Eggpt, Kerala can grab this
opportunity by providing the needed skills to theufe migrants and allowing them to migrate legally
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