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The SJAHI Project is a quite unique ODA project. The public-private partnership of this project 

differs considerably from those of previous projects. First, on the Japanese side, JICA and the 

Japan Automobile Manufacturers Association (JAMA) worked together; this partnership included 

a financial tie-up in which JAMA, a private organization, shouldered construction costs of about 

765 million-yen, 50 percent of the costs. On the Saudi side, the Japanese Automobile Distributors 

in the Kingdom (JADIK) contributed financially by bearing the remaining half of construction 

costs. In other words, the private sector fully financed the institute's construction cost. The JADIK 

also bears 25 percent of the institute's operating costs and scholarship fund. Such heavy financial 

contribution from private sector is very unusual.  

 

Second, upon entering the SJAHI, every student has already secured a job after graduation, and 

also get a scholarship from the firm. As already mentioned, 25 percent of the institute's operating 

costs and scholarship fund is borne by the JADIK.  

 

Third, the remaining 75 percent of the costs is borne by the Human Resources Development Fund 

(HRDF) established by the Saudi government to ensure that every student is on a scholarship. 

The HRDF also subsidizes the JADIK member companies for half the salaries paid to graduates 

they employ for one year after their employment. It is extremely unusual for a government to 

subsidize such huge amount toward vocational training. This heavy subsidy policy was 

implemented to promote country’s Saudization, which is the official national policy to replace 

foreign workers with Saudi nationals in the private sector. In this study, it is analyzed how much 

the SJAHI project has contributed to the Saudization policy.  

 

1. Number of applications and graduation rate. 

The SJAHI has a stable number of graduates, and its graduation rate is higher than that of other 

vocational schools in Saudi Arabia, according to the Government. With some fluctuation, the 

number of applicants to the SJAHI is enormous, indicating the school's popularity. The high 

graduation rate and huge number of applicants reflect the SJAHI’s high educational standard and 

good prospects for building their careers after graduation. 

On the other hand, given the project’s overall goal of contributing to Saudization, graduates are 
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expected not to leave jobs at the JADIK member companies they were offered before admission 

to the school. The graduates are required to stay in such jobs for at least three years after 

graduation. If they quit within three years they have to reimburse their whole scholarship amount 

to their sponsor companies. The aim of this rule is to discourage graduates from quitting within 

mandatory three years. However, according to interviews conducted to the SJAHI, the JADIK, 

and other organizations, the retention rate was not very high.  

 

The graduates who leave their initial firms can be categorized into two groups. One group is 

graduates who are headhunted by automobile dealers of non-Japanese brand companies such as 

BMW and GM within the three-year period of employment with the JADIK member companies. 

These headhunting companies recognize the SJAHI graduates’ high skills. In this case, 

Headhunting companies lure the graduates with higher and attractive salaries as they don’t have 

to spend any amount on the training cost to train the skilled workforce. Another group is graduates 

who get a better paying job at a government office's automobile department after the three-year 

period of mandatory employment (without paying the penalty). 

 

Then, do those low retention rates mean that the SJAHI has made little contributions to the 

Saudization policy of increasing the employment of Saudi Arabians? Further, has the SJAHI had 

little impact on achieving the overall goal? To answer these questions, the policy's background of 

Saudization needs to be considered. 

 

2. Policy background of the Saudization policy. 

Though SJAHI has not achieved high retention rates, it is considered to have contributed to 

Saudization from the following three reasons. First, the SJAHI can be considered to have achieved 

some success in dual labor market of Saudi Arabia. Second, there is no doubt the SJAHI has 

promoted the employment of Saudi Arabians because graduates leaving their initial companies 

also get employment in other firms and the government. Third, recent changes in the labor market 

policy have increased demand for Saudi workers, including graduates of the SJAHI. These three 

points will be examined one by one in the next section. 

 

A dual labor market of Saudi Arabia's 

As discussed above, the SJAHI graduates appear to be highly rated as they have employment 

opportunities not only at the JADIK member companies but also at other companies. The full 

extent of this success needs to be considered, taking the dual labor market of Saudi Arabia 

into consideration. In Saudi Arabia, until 1984, university graduates had been prohibited from 

working in the private sector; they were required to work only for the government after 

graduation because their tuition was paid by the government (Al-Dosary and Rahman 2005). 
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Accordingly, private companies had no choice but to rely on foreign workers. 

 

As Saudi Arabia is rich in natural resources, there is massive inflow of international capital 

to Saudi Arabia. Due to the inflow of capital, exchange rate rises. Then, this appreciation of 

exchange rate makes it difficult for Saudi Arabia to export. All export goods become more 

expensive, and, on the other hand, all import goods become cheaper. This discourages 

domestic industry to expand, which is a typical phenomenon called “Dutch disease.”  

As exchange rate appreciates, the wages of foreign workers also become cheaper than those 

of Saudi workers. Thus, Saudi workers are less competitive in the labor market because 

companies prefer cheaper labor. In addition, many Saudi workers cannot compete with 

foreign workers in terms of productivity and experience. This is because the country's private 

sector has historically depended on foreign workers for labor, making it difficult for Saudi 

workers to acquire the necessary skills. For Saudi companies, if they employ Saudi workers, 

it means it will increases cost with lowering productivity. Further, for the Government, 

replacing cheap but skilled foreign workers with Saudi workers may weaken international 

competitiveness (making it difficult to diversify its industries from oil related industries). 

These are the challenges Saudi Arabia needs to tackle under the Dutch disease. The labor 

market becomes dual structure: the labor market for Saudi workers and the labor market for 

foreign workers. Under this dual labor market, it is not easy to achieve the goal of Saudization. 

The Saudi government has attempted to tackle the issues of the dual labor market —a tough 

challenge originating in structural and historical path-dependence— with introduction of the 

quota system (Saudization) and subsidy policy (the HRDF). Under these government policies, 

Saudi companies, which are required to meet employment quotas for Saudi workers, have no 

choice but to employ a certain number of Saudi workers even if they are inferior to foreign 

workers in terms of experience or productivity. Given such an extraordinary labor market for 

Saudi workers, the SJAHI graduates are rated higher than other Saudi workers for their 

experience and productivity, for which the SJAHI should be given some credit. However, 

their high reputation ironically makes them good targets for headhunting as mentioned below, 

lowering retention rates at their initial workplaces. 

 

Employment opportunities 

While the SJAHI graduates must pay a penalty higher than their annual incomes if they leave 

their initial workplaces within three years of graduation, some companies are willing to fully 

pay such penalty on the graduates' behalf to headhunt them, partly because Saudization 

imposes employment quotas for Saudi workers in all domestic industries. This is another piece 

of evidence that the SJAHI graduates have a high reputation. 

In addition to jobs at other companies, some SJAHI graduates switch to government jobs. 

Government jobs offer better wages and working conditions because Saudi university 
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graduates used to be obliged to work for the government as already mentioned. The SJAHI 

graduates who seek government jobs are usually offered work maintaining cars in the 

government. The SJAHI graduates have many employment opportunities, whether they work 

for private companies or government offices. This fact underscores how effective the training 

provided by the SJAHI is. 

 

Although not many SJAHI graduates seem to continue to work at JADIK member companies, 

there is no doubt that this project has promoted employment of Saudi because they still get 

employment at other private companies or organizations. This project should be highly rated 

for this achievement because it aimed to contribute to Saudization. 

 

Saudization's new direction 

The previous Saudization policy consisted of the quota system and subsidy policy. In July 

2017, however, the Saudi government began to impose dependent fees on foreign workers 

according to the number of family members living together. This fee effectively functions as 

a tax from the point of view of economics. This move, which can be seen as an approach 

based on market incentives, has already prompted many foreign workers to leave Saudi 

Arabia. This movement has suddenly boosted demand for Saudi workers, which has also 

further increased demand for the SJAHI graduates. It is also confirmed that Saudi companies 

have started to make efforts to lower the SJAHI graduate turnover by, for example, preparing 

them long-term career paths. The further advance of Saudization is likely to increase the 

institute's importance, which should highlight the project's impacts more than ever. 

 

As described above, the SJAHI has achieved some success in Saudi Arabia's dual labor market, 

although not many graduates continue to work at the JADIK member companies. Nevertheless, 

even if such graduates leave their initial employers, they still get jobs at private companies and 

others. Further, due to policy change of Saudization, there is a possibility that further demand for 

SJAHI graduates will increase and the retention rate will also increase. Therefore, the SJAHI can 

be considered to have greatly contributed to Saudization.
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