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ABSTRACT

This thesis examines the efficacy of the government’s current policy in the United
Arab Emirates (UAE) designed to reduce dependence on non-UAE labour by
increasing the number and spread of UAE nationals in the workforce. Foreign labour
includes all those workers who enter the country on resident’s visas and are issued
with labour cards entitling them to work for a particular employer. It is the declared
policy of the UAE government, at all levels (and in both local and national
government) that there should be a reduction in the numbers of foreign workers

employed, and the target is to halve the present total by 2010.

The thesis relies on evidence from primary sources at all levels in the political,
occupational and social domains, but whatever sector the research informants
represent, they are mainly at the levels of decision makers, and opinion formers;
politicians (of the Ruling Families), senior businessmen and industrialists in the

public and private sectors and senior Civil Servants at the Under Secretary level.

The thesis seeks to challenge the Government’s assertion that it can afford to reduce
the ex-patriot component of the labour force by half and still sustain steady economic
growth. Many informants supported this view with comments like ... we will be
overrun with foreigners’, ‘... it is our country, why should we share our wealth with
those who have no commitment to the Muslim states’ and ‘they come here, take jobs
away from locals and then send the money out of the country’. Conversely, an Under
Secretary at the Abu Dhabi Municipality stated, “...our birth rate is high and will get
progressively higher and this will filter into the labour force before long”. The views
expressed here were all tested in the research and found wanting. Based on the
evidence, all these arguments can be rebuffed and therefore with it goes the
credibility the Government’s view of sustaining steady economic growth with half the
numbers of ex-patriot workers. For example, the Under Secretary’s view that the
national birth rate will eventually neutralise the contribution ex-patriots are making to
the economy, has he taken into consideration that the recent abolition of the Marriage
Fund may reduce the marriages of locals to each other and therefore impact on the
‘national’ birth-rate. Will the offspring of a national woman and a Philippino father

be regarded as nationals? When there are no manual workers to fill construction
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jobs, which locals refuse to do. Who will work on the construction sites which
presently serves to sustain the economic growth and attract foreign investment?
Where will the essential skilled knowledge workers come from? The evidence from
the Head of Human Resources at Etisalat is that although there are an abundance of
colleges in UAE for technical training, he still has to go to India to recruit
technicians. The UAE sustains one of the highest standards of living in the GCC
area. As a free trade area (shortly to initiate a single currency policy), there will be a
major surge of many workers from less developed countries attracted by the higher
standard of living in UAE and then the suggestion is to extend the Union beyond the

present countries to undeveloped countries like Sudan, Somalia, Egypt, etc.

The chapters, individually and collectedly serve to explore in depth the substance of
the Government’s assertion. That is the vision of Emiritisation by the year 2010
when the local labour force will be able to sustain the present levels of growth
without excessive foreign labour. Suggestions are highlighted and recommendations
made on how this growth can be sustained, but the evidence gathered supports the
view that the focus should shift from numbers of ex-pats to the cultural and
attitudinal changes of the local which need to be made when the jobs in the public
sector no longer exist. Changes such as locals preferring to be unemployed than to
taking jobs in the private sectors, the role and function of women’s participation in
the labour force, a shift away from traditional Islamic values by the young and an
increase in crime, drug abuse, alcoholism and car accidents. All anathema to the
dictates of the Holy Koran and to the older, pioneering generation, generally. These
variables will all be researched in depth by the use of qualitative methods and used to

establish the conclusions and support the recommendations.

-10-
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INTRODUCTION
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1. A Problem-Orientated Study — the Research Objectives
The key research issue is identified as the position of local and foreign labour and
their involvement in the private and public sectors of the economy. But on the
periphery of this principal research issue lies other issues which cannot be totally
separated such as the perpetuation of the traditional Islamic/Arabic culture, the
composition of the labour force and the reliance on expatriate labour, privatisation,
globalisation and the need to attract foreign direct investment (FDI) and the impact of
these forces on the work ethic of nationals, the present shortage of technical skills, the
status of women, the growth of the population and the high unemployment among
nationals, the rising crime rates and the incidence of alcoholism and drug abuse
among the young male Muslems. There will come a time soon when the laws of
diminishing returns are triggered in the economy and the current reliance on the
riches obtained from high oil prices will not continue into the foreseeable future. The
present scenario of exploitation of the rich oil and gas reserves in the area will not be
available to be used as the ‘cash cows’ to fund the future diversification of the
economies. Oil prices at present (due to the occurrence of war in Iraq) are at a twenty-
year high, and there are still a number of states (Saudi and Bahrain) that will be
running a budget deficit in this fiscal year. The impact of the WTO and ILO on the
problems areas mentioned above needs to be considered and evaluated. As usual, the
imposition of external social, economic and market forces will bring about the
necessity for structural change and, as usual, the political administration will have

very little control over these external forces.

2. Research Questions

This study involves researching the utilization and segmentation of labour in the UAE
during times of rapid and far reaching change. Inevitably, a number of questions
arise from surveying the contemporary scene in UAE and these are encapsulated by

the following:

e Where is the economy heading beyond the age of near total reliance on oil
revenues?

-12 -
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e Why has the government decreed that the number of foreign workers should
be reduced by half by the year 2010 and similarly the GCC by 75 percent by
the year 2015?

e What will the impact on the UAE economy be if these targets are met?
e Will it be possible to sustain the present rate of economic growth?
e What will happen to the rising unemployment of locals?

o If foreign workers occupy 93 percent of jobs in the private sector, why haven’t
the locals relocated from the public sector?

e Do foreign workers undermine or diminish the Arabic or Islamic culture of the
area?

e Why, when the principle of equality of women in employment is enshrined in
the constitution, it is an issue that is prominent in the teachings of Islam, and it
is supported by the Ruling family in UAE, are local women treated
differentially in the labour market?.

e Why, when the ILO has set out its ‘Principles’ of equality and fairness
(Appendix 6), is there a considerable gap between the working conditions of
locals those applied to the foreigners?

e What will be the impact on the foreign worker if outside agencies such as the
WTO, ILO, GCC, etc. enforce their regulations; for example in the provision
of subsidies to locals?

o Will the economy be able to sustain and prosper without the supply of a large,
cheap, labour force if government and GCC targets are met?

e One of the enticements for attracting of FDI is a large pool of surplus labour.
Will the UAE still be a popular location for foreign investment?

3. Aims and Objectives for the Study

Principal Aim: The principal aim for this study is that research is undertaken
which will evaluate the contribution made to economic growth by
the foreign workforce and to forecast the impact on the UAE
economy if the government achieves it target of reducing the
number of foreign workers resident in UAE by half by 2010.

Objectives for the Study

e To investigate the contribution of foreign workers to the
labour force and extrapolate this contribution to beyond 2010
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when the government targets are to reduce the foreign labour
force by half.

e To research government policy in relation to its plans for the
employment of locals and foreigners.

e To forecast and evaluate the impact on the economy without
employers and investors having access to the large contingent
of cheap foreign workers.

e To test the relationship of other government policies such as
privatisation, diversification, globalisation and the need to
attract FDI (Foreign Direct Investment) to the availability of
foreign workers.

e To analyse the Human Resource methods employed by 10
case study companies in relation to their handling of locals and
foreign workers.

e To assess the potential loss of performance of employing staff
without providing development opportunities, appraisal
schemes, skills gap analysis and motivation.

e To examine the role of local women and their contribution to
the UAE labour force.

e To highlight inequalities in job opportunities and career
development between the male locals and the female
counterparts and make recommendations to the government on
ways of making the employment situation more equitable
whilst conforming to the traditional culture and UAE
employment law.

e Construct an instrument of evaluation to test the relative
effectiveness of the human resource strategies of the 20 case
study companies.

e To test the research hypothesis using qualitative and
quantitative methods, investigate the strengths and weakness
of both, predict and forecast by using structured interviews
with influential and knowledgeable key informants and 20
case studies.

e Establish a credible case to put before government to persuade
it to change policy in relation to the employment of foreign
nationals, and make recommendations to show that the
segmentation between public and private sectors can be
reduced.
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4. Purpose of Study

In the light of the rapid pace of changes, which have occurred in the Gulf over the
past quarter of a century, this study seeks to predict the direction that the society is
heading in relation to employment and labour issues. One must be conscious of the
official government responses to the external forces influencing these changes and
this response includes official programmes of privatisation, diversification,
globalisation and the need to attract foreign investment; all of which will impact on
the deployment of local and foreign labour — the focus of this study. With this rapid
pace of change from within society, compounded by the various external influences
over which there is little internal control, the certain future is not only unknown, but
also inherently unknowable. Twenty-five years ago, not even the President of UAE
would have been able to predict the extent of the changes, which were about to take
place, so today even the short-term predictions may be as illusive as they were in the
past. However, it does not follow that any attempt to look ahead into the future can be
of no possible use and we can be fairly confident of, given the pace of change being
experienced currently, the range of future events and the social, economic, political
and cultural picture that is likely to emerge in the next two decades or so. And if we
are content to work within the qualitative analysis and use degrees of probability
rather than absolutes, use these main features rather than the fine details, the picture
of UAE society in 2020 what will emerge will be of considerable interest and

usefulness.

The purpose of this study therefore has been to collect and analyse the most reliable
information available in order to form an objective and considered and consistent
view of the prospects ahead for local and foreign labour in the Emirates and to elicit

the most significant factors affecting them by using a multi-disciplinary approach.

The overall purpose follows from this detailed research and analysis, which is to alert
the political and commercial leadership to the inherent risks posed by labour rigidity
and cultural intransigence. To achieve this objective, research has been carried out
across all sectors of society and embraces the whole spectrum of society — from the

President down to women team leaders in a public corporation.
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5. Value to Businesses

Business policies work through the market and market outcomes and they are the
result of many separate decisions by many different organisations and governments.
Each strategic decision can only be as good as the information upon which it is based.
One is minded here of Henry Mintzberg who suggests that there are three basic roles
in management: the managing people role, the decisional role and these are bridged
by the informational role. "¢ 1989 Hance the better the information, the better the
quality of the decisions and human resource management leading to the more
effective working of the market system. It has to be said that the evidence from the
primary research for this study, suggests that the information upon which the key
informants based their decision making, was extremely limited. The impression the
researcher came away from the majority of interviews was °‘if it has worked

previ OUSIy it will work in the future’ This pragmatic approach was voiced by many including the Deputy
b .

Operations Manager of the Abu Dhabi Gas Industries).

There are many business decisions that will impact on the effectiveness and
profitability of the business. Businesses have to make investments in plant and
buildings as well as in the selection and training of human resources all of which will
take time to produce a satisfactory return on the capital employed. The suggestion in
the study is that it can take up to ten years for ‘payback’ of the original investment.
Research and development work requires considerable resources and reserves and
frequently this is just to maintain, and not necessarily increase, market share. There is
a need for developing new products and services and the study addresses this point by
utilising the tools afforded by the Ansoff and Boston Matrices. These themes
permeate throughout the thesis and the concepts of ‘cash cow’ of the Boston theory
(in relation to Abu Dhabi using its financial surpluses to feed the development of the
Dubai economy) and Ansoff’s theory of diversification are both referred to
frequently. A relatively neglected area of need within the business infrastructure is
succession planning and the development along the dictates of ‘kaisen’, of
management and labour skills and competences. This is entirely in keeping with the
guiding principles of the Holy Koran which urges managers “to reduce the scope of

weaknesses and develop his (the workers) points of stress.” (amdan. 2003, p40) ;g
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current neglect is illustrated exclusively in the ‘Organisational Change Profile’
devised for this study and outlined in Chapter 9. To keep competitive, businesses
need to plan well ahead and they will be better placed for doing so if they have a
clearer view of the wider market in which they will be operating in the longer term —
for example changes in total demand due to economic growth; differences in
exchange rates, of the changes in domestic and foreign consumer spending patterns
due to changing movements in tastes and wider exposure to world trends; changes in
product life cycles and changes in family structure and composition, working patterns
of family members and of the skills required by staff and their availability,
particularly in relation to the provision of cheap labour as a means of production and
as an alternative to capital investment. In Europe, every business, large and small,
public or private, must take account of the influence of the European Union (if only
for the implementation of European law and directives), whereas on 1% January 2003,
the GCC Customs Union came into force to be closely followed by the issue of
movement for convergence towards the monetary union. All these issues are critically
addressed within the body of this study and in relation to the employment of local and
foreign workers. One can regard the nation of UAE as a ‘system’ in that it is an
assembly of parts which come together to achieve a common purpose. As with all
systems, a weakness with one of the component parts, will impact of the system as a
whole; the weakness in the supply of cheap of unskilled and semi-skilled labour, will

emphatically impact on the economy as a whole.

6. Value to Individuals

For many individuals, particularly nationals, the longer-term future is a matter of
great interest and curiosity. It can also be a matter of practical utility. Many of their
big choices in life — in education, career development, marriage, family structure,
home and leisure, retirement and, leaving the public sector to initiate a business start-
up, are made for intensely personal reasons. But since the consequences of these
decisions are frequently irreversible, having a more comprehensive understanding
about the nature of society at present, how it got to this point and where it will be
going in the future, this study will provide a base for better informed choices. For
some of the most important personal decisions, which will impact not only on the

individual but also the individual’s family, a well-founded information and
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knowledge base can be not merely interesting but very useful. This is the same for
individuals as it is for government and corporate entities. More than 30 percent of the
primary research interviews were with key informants who had worked in the public
sector for over 20 years. Some had already taken retirement and started their own
businesses (See case studies in Chapter 9), and their exposure to market forces and
people management was extremely limited. Examples of these were a public

relations manager, a qualified sea captain and a financial control manager.

7. Structure of Dissertation

This dissertation is written up in nine chapters, an introduction and conclusion and
recommendations and a chapter dealing with the theory and another on methodology.
The first chapter deals with macro issues such as the global economic developments
and setbacks, inherent contradictions within the area known as the Middle East and an
attempt is made to define what is meant by this term and is it defined geographically;
it tackles the issue of whether Afghanistan or Israel, Iran or Morocco form part of this
geographic entity? The Middle East can be defined culturally by the Arabic tradition;
but does the ‘Arabic’ tradition embrace the Berber Tribesman in the High Atlas
Mountains of Morocco or those from Iran (Persians) who don’t speak Arabic?
Consideration must be given as to whether the Persians speaking Farsi, should be
included in the Arabic tradition, or whether the Jews in Israel speaking Hebrew are
part of the area. Another definition is on the predominant religion, that of Islam; so in
this context, the new states of Central Asia such as Kazakhstan and Uzbekistan can be
rightly called ‘Middle Eastern’. The position of India is also apposite in this context
as it contains more Muslems that the Muslem State of Pakistan. It should also be
remembered that most of the foreign workers originate in the Indian Sub-Continent or
from the Philippines. China, now, is increasing in numbers of workers, but the latest
census which was held in December 2005 hasn’t been published at the time of writing

and the data in the previous census of 1995 is woefully out of date.

This discussion highlights an immediate dilemma with the problem of definition and,
as such, the term ‘Middle East’ has been avoided as far as possible but where it has
been used, it will refer to the Arabic Nation to the east of the Mediterranean and the

West of the Indian Sub-Continent. In the main, the dissertation uses the term ‘Gulf
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Area’ which clearly denotes the area of the GCC Union. The first Chapter provides
the theory, which underpins the primary and secondary research and analysis. The
chapter proceeds by relating the concept of ‘globalisation’ to the business ethics
inculcated in the Holy Koran. The relevance of the Holy Book is that it contains a
valuable insight into the cultural traditions of the area; to what would be regarded a
‘good management practice’ by the West and it does not differentiate between local
and foreign workers. The Prophet Mohammed laid down these ethics and principles
for modern existence some 1400 years ago and we see that the late President of the
UAE constantly reminded his subjects that these ethics and principles form the basis
of today’s society. A further ‘culture conflict’ is introduced in this chapter and taken
up in greater depth backed by primary research in Chapter 8 on the Role and Status of
Women, but the point to be made at this early stage is that the ‘conflict’ is one of
convention and interpretation and not of tradition or religion. In the chapter, the
Rulers urge the population to adopt ways of working which are compatible with a
‘modern economy’. Clearly, there is a tension in the employment of labour between
the traditional and the modern, and this is addressed. The point is also made in this
chapter that this tension is perceived and unreal. For example, the Prophet’s first wife
was an entrepreneur and as a businesswoman represents a role model to the women of
Islam. Traditionally, Arabic women have worked outside the home, in the farming
communities whilst their husbands were away fishing or pearl diving, spice trading,
etc. The chapter continues with an overview of Gulf social and economic data and
sets the context for the study. It is somewhat ironic that when the senior executives
were asked questions about their management practices, the response of over 40
percent of them went contrary to the principle contained in the Holy Koran. The
theories addressed in this chapter underpin the primary research and adds depth and
analysis to the Aim and objectives designed for this dissertation and also determined

the substance of Chapter 2.

Chapter 2 outlines the research methodology employed in this study. This comprised
largely of qualitative methods and was employed after the distribution of 1000
questionnaires (See Appendix 4), which provided obvious perverse results. The
chapter outlines the theory of research methodology and introduces the reader into the
strengths and weaknesses of different research options. It also justifies the use of

interviews and case studies as the chosen methods for this study and its objectives.
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The theory that is introduced in to this chapter provides a basis for diagnosis,
analysis, planning and illustration and provides an added dimension to strategic
thinking in the longer term. This chapter outlines the different research
methodologies and gives their strengths and weaknesses. It also highlights the reason
for the selection of qualitative methods for this particular study.

Chapter 3 continues with a macro analysis of the impact of globalisation and looks at
population data in the GCC area. Population statistics can be misleading as they
include expatriates with Resident’s visas. This group, with Resident’s visas will
qualify for a labour card and these form the bulk of the foreign labour force. There
are also large numbers of illegal immigrants and illegal workers hidden within the
population and this is verified by an incessant number of ‘amnesties’ for the illegal
immigrants. There is also another inherent difficulty and that lies in the scarcity of
up-to-date data. The last official census was in 1995 and much of the official data
dates back to the published Annual Statistical Abstract, which prominently features
the 1995 data. (There was an official census in December 2005, but the data still
remains unpublished.) This was largely overcome by personal discussions with the
Director of the Statistical Department at the Ministry of Planning who updates the
year-on-year data between the official censuses. He also provided some unpublished
data that proved to be most useful. Chapter 3 breaks down occupations by sector and
the differentiation of nationals to expatriates is vividly revealed. The research has
revealed that in over 90 per cent of the key informant’s structured interviews, there
appeared to be no urgency in aligning the official proposal to reduce the numbers of
foreign workers and encourage to locals to fill the gap left by this home-bound

labour.

Chapter 4 narrows the focus slightly and looks at ‘Nationalisation’ within the UAE.
At the outset, it must be clearly understood that the term ‘nationalisation’ refers to the
replacement of expatriate workers in jobs by local or ‘nationals’, which is somewhat
different from the general meaning of the term in the West which applies to the
takeover of a private sector business by the state. Another concept with the same
meaning is ‘Emiratisation’. A ‘national’ or local can be defined simply ‘as a worker
who is a citizen of the UAE’. This chapter introduces the difficulties of change

management with particular reference to the entrenched attitudes that prevail in
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Arabic culture. Some of the underlying theory that is presented in Chapter 1 is used
and related to the situational elements of business in UAE. The reliance on the oil and
gas sectors is highlighted and a boundaries drawn for further tension between the
traditional employment of nationals in the public sector and the employment of
expatriates in the private sector. Reasons are given for this situation and an official
contrary view is also given and disputed within the analysis. Indeed, the ‘official’
view is given by an organisation called ‘TANMIA’, and, as a result, two members of
the Tanmia Board, created to put nationals into local jobs, were subsequently
interviewed as part of this research and their views were clearly expressed. Statistical
data, from the 1995 census was subjected to analysis in terms of the age structure and
occupations of nationals. (TANMIA is the National Human Resource Development
and Employment Authority which was established by the government to encourage
locals into working in the private sector.) The fact that a national agency has had to
be formed to steer locals into private sector jobs, whilst the public sector was
downsizing due to privatisation, is indicative of an inherent problem in the cultural

system.

The following chapter is an extension of Chapter 3 except that it focuses more
narrowly on the youth of the nation. This chapter was written following the interview
with the one of the Board members of TANMIA. Once again, the chapter is highly
critical of the official position that quotas of expatriates should be applied to reduce
the dependency on expatriate labour. Reasons are given for this criticism that remains
valid in the ‘unofficial’ view of most of the ‘interviewees’. For this chapter, a major
research project was undertaken, but abandoned through the resulting data being
highly suspect. Therefore the research relied primarily on official statistical digests
and interviews with some of the private sector’s most senior managers, mainly at the
Managing Director level. (1,000 questionnaires in both English and Arabic were
distributed to the staff of a private sector company, and then abandoned. Reasons for
this are given in the Chapter on research methodology. The results of another survey
were used which indicated that a cultural shift in the attitudes of nationals is urgently
needed, and this should ideally take place prior to the imposition of quotas, or
penalties, on the employment of expatriate staff. Unemployment among locals is also
featured in this Chapter, and there is general consensus that the unemployment among

local young people is far too high, but this is not registered in the official data. One of
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the obvious reasons for this obvious recording ‘failure’ is that many unemployed
youngsters (and particularly females) do not register as ‘unemployed’ because either
they are not part of the labour market or because they are not in need of benefits and
the figures quoted are grossly understated (Confimed by the Director of the Ministry of Planning’s
Sttstical Officey " The salient point is that there are literally millions of expatriates in the
labour force and there are also many nationals unemployed, a trend which is
increasing. A further point is that since entering formally the GCC Free Trade Area,
citizens of all GCC countries can travel across borders for the purposes of

employment. As UAE is a relatively prosperous country, this may have the effect to

encourage greater mobility of foreign labour to the growing private sector.

Chapters 6 and 7 cover the general problem of the inexorable impact of change in the
area and in the labour force. These chapters use in a critical manner the primary
research interviews and they look at the social consequences of rigid labour
segmentation, primarily, crime and unemployment, disillusion and discontent, as
expressed by locals. “This is our country and these are our jobs” was a common
heard grumble by locals in interview. The chapter also presents an analysis of the
demand and supply of labour to strengthen the economy of the UAE. The paradox is

that the government has a declared policy of privatisation (Pector of the Ministry of Planning,

Central Statistical Office, in interview) and private organisations don’t profess to be a social

o : jor Planner in a large public sect isation,
service in the same way as does the public sector (Scrier Planner in a large public sector organisation

in interview).  Stakeholders in private sector organisations have little interest in the
payment of child allowances or funding of the Marriage Fund (Semer Manager in the
telecommunications company, in imerview) ' ¢hey have invested to maximise profits and cheap

foreign labour is a means to that end.

Chapter 8 deals with the sensitive topic of women in employment and for this
chapter, 20 national women, at team management level, were interviewed on a one-
to-one basis. In most cases, the interviewee had a female colleague with her. With
each interviewee, the concept of the ‘Glass Ceiling’ was raised and, without
exception, all of the women dismissed the view that this existed in their specific
situation. Indeed, this term (or concept) was new to all of them. (The “glass ceiling”
is typically defined as an almost invisible upper barrier, which various groups (like

women and minorities) run into as they try to move up the ladder of advancement.
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The effect is that there tends to be a limit to how high a person in one of these groups
can go, for reasons other than personal competence.) Most went on to give reasons
why they were content to stay where they were in terms of their career aspirations and
then they went on to explain (without realising it) the implementation of the ‘glass
ceiling’. For example, a number of women engineers (both married and unmarried
and all highly qualified) mentioned that the next promotion would take them to senior
management level and they would need to be on call as Shift Engineers for example.
In this shift-work pattern, there was no flexibility, and they expressed the view that
being on call at evenings and nights would, culturally, not be appropriate, and
therefore they prefer to stay where they were. Both the women interviewees, and their
‘bosses’ who were also interviewed, dismissed the notion of positive discrimination
and the ‘bosses’ dismissed the view (with a broad generalisation) that the women
lacked ambition and enterprise. This attitude may be confirmed by the constant
urging by all rulers of UAE that women should, as well as running the home and the

family, share the responsibility of ‘building the society’ For example. Sheikh Musallam Salem Bin

Ham). Examples are given in the chapter of women who have done just this and the
encouragement given by the President’s wife, Sheikha Fatima. The question was
raised about home-working, and universally dismissed without any thought, albeit it

s o Aqel, Y, 2004
is a viable practice in Jordan, (SecAaeh Y2004

The thesis examines the current role and importance of non-UAE nationals and it
suggests that such labour liberates the locals to undertake staff development and
vocational training; it provides more senior jobs for locals as supervisors and
managers (of a rapidly expanding foreign workforce), and makes available the
wherewithal for circulating capital creating more jobs in retail, manufacturing and
agriculture. It also considerably enhances the tertiary sector in jobs such as financial
services as much of the income received is repatriated via local banks and other

agencies to their countries of origin.
8. Theme of Government policy on localisation of labour

The indigenous population of UAE is in the minority of the total population being
outnumbered by foreigners by a factor of 1:10. Sunni Islam is the state religion, but

although all religious minorities have freedom of worship, it remains that the UAE
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contains less than 10 percent Muslims in this traditional Muslim society. Most of the
non-Muslim population are accounted for by the need for cheap foreign labour
following the exploitation of oil and fossil fuels following the departure of the British
in the early 1970s. The government sees this disproportionate population
representation as a threat to the Islamic values and Shariah law upon which the
society is based. As a resolution to the problem, and to restore the balance, it has
declared a policy of ‘Emiratisation’ (also called localisation or nationalisation) and

has resolved to reduce the expatriate labour by 50 percent by the year 2010.

But the reduction has to be selective, the semi-skilled and unskilled foreign workers
are the ones targeted. The paradox here, which the government officials (in primary
research interviews) were not able to resolve, is where is the manual labour coming
from to work in the construction sites, farms and manufacturing plants? TANMIA, (a
government agency charged with the responsibility of finding jobs for locals) in
liaison with service providers, claims that there are hundreds of thousands of jobs
available in the public and private sectors for nationals. It will be seen that this is an
unrealistic and misleading claim and goes contrary to the evidence gathered for this

thesis. TANMIA comes in for much criticism in the thesis.

9. The importance of government policy on structural change and the

localisation of the labour force

The importance of government policy is encapsulated in the ‘myth’ that the
unprecedented economic growth can be sustained within a labour force with
diminished numbers of foreign workers. Long-term structural changes are taking
place, particularly with the decline in the public sector and a shift to the private
sector. The reality of the situation here is far removed from the premise argued by
government. This government’s arguments do not address the problem of the
essential supply of manual, unskilled or semi-skilled workers or the disinclination of
locals to shift away from the public sector. When these points were put to senior
government officials, there was almost a blasé response: “We have managed quite

. Arab Tanker C , but typical of th
well up to now, why should things change now?” ™P er Company, but typica’ of the

majority of key informants.
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Authoritative research sources have indicated that the government is engaged in an
ambitious privatisation programme that will transfer state-owned assets to the private
sector in a phased manner over the mid-term. The programme includes the utilities
like water, electricity, sewerage disposal, shipbuilding, aviation, airports and harbour
management, insurance and petrochemical projects, telecommunication and health
care and even aspects of the functioning of local authorities. Even prisons will not

escape the privatisation programme (Undersecretary responsible for the Abu Dhabi Municipality — a key

nformant)- - The privatisation of water and electricity alone in 2003 created four private
companies (collectively know as ADWEA) and raised Dhs 22 billion for the state;
plus the state retained a controlling interest (60 percent) in the privatised companies.
Research suggests that the areas targeted for privatisation will be in the field of
technology intensive projects with an aim to reduce dependency on foreign labour,
but the contention here is that the reverse will take place. Much of the privatisation
will be and is being in the service sector, in hotels and leisure, the financial services;
sectors that are extremely labour intensive. But equally, foreign investment is focused
on manufacturing, construction, cement making, agriculture; all areas to which locals
have an antipathy. In consequence, it is contented, that in the process of privatisation,
the dependency on foreign labour in the labour-intensive private sector industries will
increase rather than decline. However, according to the Director of the Statistical
Office of the Ministry of Planning (a key informant for this study) about three
quarters of the whole labour force, excluding construction, is engaged in the tertiary
services sector. The construction industry comprises almost 99 percent of foreign
labour. That is, for every 100 employees working in the construction sector, only 1 is
currently local. Notwithstanding the government’s declared policy, and the vision of
the local key informants, locals are averse to switching to the tertiary sector in private
enterprise and in so doing replace the foreign workers; neither do they have the

inclination to work in the construction sector. Is the government realistic in its

Emiratisation strategy?

The interviews with the key informants were semi-structured and designed to
encourage freedom to articulate in an honest way, feelings and emotions as well as
facts and figures. This cannot be easily achieved by quantitative research (as
described in Chapter 2). During the interviews, the respondents were brought back to

the topic under discussion if they strayed too far from the predetermined agenda. In
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the final analysis, the information and data gathered from them were the heartfelt
views of the informant being interviewed, but it is significant that there was a
remarkable homogeneity between the views of all locals interviewed. For example,
all locals insisted that it is important that the amount of foreign labour be reduced
radically because, as mentioned earlier, they felt that keeping the numbers at the
present levels (or even higher) would undermine their Arabic and Islamic heritage
and traditions. Almost unanimously they dismissed the suggestion that perhaps the
foreign contingent should be increased in order to heighten competitiveness in

international trade and sustain economic growth.

The position has arisen where the total population of the UAE contains less than 10
percent Muslims in this traditional Muslim society. Most of the non-Muslim
population are accounted for by the need for cheap foreign labour, following the
exploitation of oil and fossil fuels after the departure of the British in 1971. There is
an additional complication in having such a large foreign population and that is the
vast amount of remittances sent home by most of the foreign workers. Typically, the
employer will provide food and accommodation for foreign workers which means
that although the salaries are small by comparison with their local counterparts, it still
means that most of their salaries will be sent back to their dependents in their
countries of origin. This is a drain on the UAE economy and it restrains the benefits
of having large amounts of circulating capital and the economic stimulation of an

internal market.

The recommendations of the thesis, based on the research undertaken, suggest that the
reforms taking place in UAE are not nearly broad enough and that that the foreign
worker should be motivated and welcomed to contribute fully to the labour force;
obviously they need a specific job and employer in order to qualify for a labour card).
Saudi Arabia (which currently leads the way), has embarked on medium-term plans
to privatise state-owned enterprises in areas such as telecommunications,
transportation, electricity, infrastructure and municipal authorities and public utilities,
these developments reflecting the position of UAE and all GCC countries to a greater
or lesser extent. But it has also introduced far-reaching legislation on foreign
investment that permits foreign ownership of companies and land. This compares

favourably with the UAE which precludes foreign investors owning freehold land and
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owning more than 49 percent of their own companies (outside the development
zones). In UAE, this thesis concludes, that the reforms will need to be broadened and
sustained over the medium term to support economic growth and employment
creation for locals to utilise their full potential. This is considered to be essential for
sound macro-economic and financial stability and will be to the benefit of local as
well as foreign workers alike. Free market capitalism is the new order of
globalisation and globalisation inherently ensures that this will spread to every
country. The single currency and membexrship of the GCC, EU and USA (FTAs) will
go a long way to support the movement toward globalisation; but individual states
must not allow their economies to fall behind — which it will if it is short of labour. It
should also be noted that currently the unemployment rate among locals has now
exceeded 22 percent, (Pirector of the Statistical Department, Ministry of Planning) e inflexible attitude
of locals adhering to their traditional values certainly has the impact of retarding

economic growth and removes all possibilities of the government achieving its target.

At the outset of the research and as a guide to the qualitative research to undertake,
the problem was adequately defined and the boundaries of the problem areas were

delineated (The boundaries of the problem areas can be found in Ch.1., para. 7, p. 93.) This ensured that the

research was kept in focus, that the aims and objectives were achieved, that the

(p. 15, above)

research questions were answered and all related to the adoption of the

working hypothesis, “That the employment of foreign labour is essential to sustain

economic growth in an age beyond that of almost total reliance on oil revenues” ®**°

& 38 But the government’s strategy for privatisation, diversification, liberalisation,
Emiratisation and globalisation which in turn will enhance the growth of the private
sector and improve the private sector business opportunities. Employment patterns
are such that it is the private sector which attracts foreign workers and
simultaneously, it is the private sector that locals have an aversion towards. The
foreign worker can be seen to be marginalized in respect to terms and conditions of
work, they are regarded simply as a commodity, a factor of production, cheap labour,
and a large financial gap exists between the employment of a worker from the Indian

Sub-Continental or South Asia, and the cost of employing a local. But soon the

government will come under increasing pressure to equalise opportunities for all
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workers in the labour force — regardless whether they are nationals or foreign

workers. (See Appdx. 6 for the ILO Principles).

The UAE, and all the GCC countries, are members of the United Nations
Organisation (UNO) and have undertaken to abide by the rules and regulations of its
various sub-committees. The International Labour Organisation (ILO) is one such
agency of the UNO. Following UAE attendance at the 14" Asian Regional meeting of
the ILO, the UAE undertook to implement the ILO’s ‘Decent Work Programme’
which adopts the policy of rights at work and social protection (in accordance with
the ILO’s Principles and Guidelines (Appendix 6). The communiqué which followed
the meeting stated; “The ILO’s Decent Work Agenda stands on the pillars of rights at
work, employment, social protection and social dialogue”. The ILO has the power to
enforce this ideology as it falls within the organisation’s ‘Principles’ to which

members have agreed to adhere. (These ‘Principles’ are reproduced at Appendix 6.)

By 2010 the GCC is expected to have in place a unified financial currency which will
help global trading, no information is available on whether this will still be linked to
the US Dollar (Beonomic Adviser tothe GCC Secretariat, Dr Said A. Al-Dhaikh). ) 1,0+ international trade
prices, and particularly those quoted for oil and gas, are priced in US Dollars and this
affords a much needed stability to the GCC economies. Currently, all members of
the GCC are members of the WTO and have to abide by the rules and regulations of
this westernised organisation. The ILO will also make demands on the employment
of labour in the UAE, and it is manifest from the research interviews, which evoked
many and varied emotions on the topic, that locals do not fully understand the
implications of this. That is, that an external agency will dictate to the UAE
government and employers the terms and conditions which will govern their
employment of labour. This is in much the same way as the WTO governs the terms
of international trade for all its 170 member states, including UAE. With OPEC

dictating the amount of oil which can be marketed, the UAE, like all countries, is no

longer sovereign.

Currently, the Gulf in general is opening up to fiscal, political and trade reforms
which are some of the basic requirements identified by the International Monetary

Fund (IMF) and the World Bank. The issues of transparency and accountability in
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UAE have been commented upon by the IMF and the UAE government have come a
long way in the last 30 years but more needs to be done to raise the confidence of
foreign investors in the private sector which will serve to stimulate the UAE and its
role the global economy. More enterprise necessitates more labour! These initiatives
involve the reduction of the staffing establishment in public sector enterprises which
are heavily ‘over manned’, the growth in the private sector without regard to the
impact of the withdrawal of foreign labour, encouraging women to take up
employment, facilitating ‘home and flexible working’ in the model of Handy’s
‘Shamrock Structure’, ¥4 9% (representing half the population without an active
economic role), the ability to buy freehold property for foreigners in their own right,
the ability to own 100 percent of the equity in their own businesses and the ability to
control their own bank accounts, etc. These are all seemingly reasonable proposals
which will collectively contribute to a flourishing economic future without the

reliance on oil-based products.

10. Globalisation

The United Arab Emirates is a confederation of seven kingdoms, or emirates, on the
Arabian Peninsula, on the coast of the Arabian Gulf. They are linked by their
dependence on oil revenues, which have brought them from poverty to prosperity in
only 25 years. The UAE was formerly seven separate monarchies protected by the
United Kingdom, but the emirates united as a confederation in 1971 on the departure

of the British.

.The UAE is a small country with a small population of just over 1 million (both
nationals and foreigners) and it is part of a free trade area (FTA) known as the Gulf
Cooperation Council (GCC). In total, however, the combined impact, in terms of
markets and suppliers, of all the countries of the GCC is dwarfed by the competition
with the European Union (EU), the United States, Japan, China and India. The GCC
generally and the UAE in particular, all with few natural resources apart from oil and
gas, is increasingly reliant on re-exports, particularly in the manufacturing sector
which includes cars and jewellery. It is worth taking these two examples to illustrate
the need for the utilisation of foreign labour. The UAE imports the car kits from

Germany and it assembles the new vehicles at the luxury end of the market in the

-29.



Sheikh Mohamed Musallam Bin Ham Al Ameri

UAE under licence (Using cheap manual foreign labour). It then exports the
finished car all over the world. This enterprise is largely driven by private investors
and entrepreneurs. For the jewellery business, the gold is imported from all over the
world, commonly from Italy. The craftsmen come from one of UAE’s near-
neighbours, India (highly skilled cheap foreign labour but the UAE has to compete
globally for these skilled craftsmen) and subsequently the finished product is re-
exported all over the world through the world’s third largest port (Dubai Ports
Authority). Both of these manufacturing industries are driven by foreign investors
and foreign capital. Re-exports are currently an important item in the balance of
payments, particularly in an era of declining oil revenues; currently re-exports

account for two-thirds of all the foreign trade

Additionally, in competition with developing countries on a global scale these
examples highlight the need to lure foreign direct investment (FDI) to the UAE. The
construction industry, making a similar contribution to the UAE GDP as oil and
manufacturing and  its workforce comprises approximately 99 percent of foreign
workers. Jewellery and car assembly are also largely driven by foreign capital. This
is an affirmation of the importance of inward foreign investment in sustaining the
record levels of economic growth leading to one of the highest per capita levels of

income in the world.

It is unlikely that locals will ever agree to personally assemble cars (at least not in any
numbers) nor do they have the essential skills in craftsmanship for the jewellery trade.
These circumstances indicate the absolute need for a large foreign workforce which
serves to support the working hypothesis given above. The challenges to be faced in
the future will not be tribal, local, national or even regional, but the challenges will
come from the pressures of international trade, investment in a new era of global

competition and the need to attract foreign labour with the ‘right skills’.

11. Methodology

It was decided at a very early stage that primary quantitative research would be
carried out within one of the largest private sector companies in UAE. The company

is based in Abu Dhabi, Dubai and Al Ain and has subsidiaries in Germany, UK and
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the USA. One thousand questionnaires were distributed in both English and Arabic
(The questionnaire is replicated in Appendix 4) and it was estimated that about one
third would be returned. In the event, 42 percent were completed and returned. The
hope was that the responses would reveal the attitude of foreign workers to their local
employees and, conversely, the support given by the employers to the development of
these workers. The information provided by the return of 420 questionnaires serves to
show that the foreign workers were worried that their employers would identify them
and learn of their views of the Company and its Management. Little quantitative
analysis could be applied to the responses and the analysis in Chapter 2 explains why.
The majority of the targeted population (more than 98 percent) for these
questionnaires were foreign workers and 90 percent of these originated in the Indian
Sub-Continent. The advantages and disadvantages of using questionnaires are given
in theoretical terms in Chapter 2. The experience of using questionnaires for the
quantitative research for this thesis illustrates the practical weakness outlined in the

theory.

Key informants were the main source of data collection and at the planning stage it
was decided that the ‘interviewees’ would be drawn from three distinct categories;
from influential locals in the field of government (such as the President’s Advisor, the
Under Secretary responsible for Abu Dhabi, the Chairman of the Abu Dhabi Chamber
of Commerce, etc.), also influential businessmen, including (both nationals and
expatriates) and the third category was foreign workers. The data to be collected was
clear and the parameters related to proving (or disproving) the working hypothesis
(p-29 above), answers to a set of ‘research questions’ and adhering to the principal aim
and objectives set for the thesis. This data and information would then be analysed
against a background of theoretical constructs which provided added meaning and
depth to the analysis. (The use of selected theoretical constructs follows below.) The
overall aim was to challenge the government’s policy of drastically reducing the
numbers of foreign workers in the UAE labour force for fear of ‘being swamped by
foreigners’, but although the instinctive responses from the local businessmen was
that the economic growth could well be sustained without foreign labour, the need for

a source of cheap labour will raise the competitive edge in international trade, add

value to the products of the UAE, and enable the UAE government to pursue its
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policy of privatisation and diversification and minimising the nation’s reliance on the

volatile oil revenues.

The data collected from the key informants, particularly from the foreign investors,
was that without the availability of labour at all three levels, unskilled, semi-skilled

and highly skilled, their investments would go elsewhere and the UAE’s competitive
advantage for inward investment would decline. (®M- Black Max Drilling Tool Company) -, o
influential locals also conceded two interesting points; that the locals do not currently
have the skills to replace the highly skilled foreign workers and that for many of the
jobs, the foreign workers were not in competition for work as the locals are not be
prepared to relocate to the sectors in which the foreign workers are predominantly
located. This is largely the private sector which, up-to-date data suggests, has a

foreign representation in the labour force amounting to 93 percent.

The other issue that is highly problematic is the considerable differential between the
salaries and benefits which locals find acceptable and that which foreign workers are
happy to accept. For foreign investors, the employment of foreign labour leads to
cost reduction, whereas the opposite occurs when employing locals. Many key
informants (around 72 percent) also voiced the view that they much preferred to
employ foreign workers, ‘who are not fussy about the jobs they do, they have fewer
complaints, they are better time-keepers, they have less sick leave and accept lower
salaries, longer working week, have more productivity and greater obedience’. This
information was evoked from the key informants in interview. It is crucial to gain an
understanding of the local vis a vis foreign worker, but without personal contact (say
with written questionnaires), it is unlikely that these attitudes would have been
revealed. It should also be mentioned, to aid understanding, that the foreign workers
use as a reference the salaries that they would be earning back in their countries of
origin. In all cases, these would be much lower. The employers in the UAE are

compelled to provide food and accommodation and although this is frequently abused
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by employers, in general most of the salaries earned by foreign workers can be sent

back home.

Leadership style has been calculated on the Tannenbaum and Schmidt linear scale.
Every key informant was measured on this scale and 81 percent (98) fell within the
‘Telling’ category — that is dictatorial management. A stark contrast to the teachings
of the Holy Koran which addresses directly the point about leadership style. Once
again, using this theory is a simple way to calculate the leadership style and culture of
the organisations. It is directly relevant to the employment of foreign workers and the
leadership style imposed upon them, their performance and performance
improvement; and research suggests that little or no development is provided for
these expatriates. No consideration is given to motivating the foreign staff to higher
performance and the frequent comment was “If they do not meet their performance
indicators, they will be terminated” (Extrinsic motivation). The businesses that
employ foreign labour are divided by government into one of three categories (A, B
and C) and each category will have a different ‘tax’ liability dependent upon the
numbers of foreigners employed and their length of stay. This can certainly be most
prohibitive in terms of the employment of foreign labour, but linked to this, when
local labour has not proved forthcoming, or the skills required have not been
available, the incentive is there for foreign investors to make their investment

elsewhere. Plenty opportunities exist!

Locals do not seek, or want, employment in the private sector and in any case they are
far more expensive to employ. Higher expenditure of salaries and benefits equals
lower profits and the vision of all the private companies encompassed by this study is
to maximise profits. Because of the system of sponsorship, foreign workers work
harder, there are more loyal to the employer (who is their sponsor) and they use as
their reference group the terms and conditions of employment rates in their countries
of origin. There is clearly a cost incentive for the foreign investor and a cost benefit
for the foreign worker. A skilled plumber from, say India or China would work for
much less that would a local who would be unlikely to apply for such work in the
construction industry. But this ‘cheap labour’ provides added value for the foreign
investor and this is where the foreign investment is attracted and their investments

ricochets around the UAE economy and contributes massively to economic growth.
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Long-term structural changes are now taking place and on a superficial level with the
increase in the local population through birth rate, there are some locals who can
replace the foreign labour. TANMIA, the government agency which is responsible
for placing locals into jobs operates, it is contended, a misguided policy of re-locating
locals from the public sector to private sector jobs and the research for this thesis
suggests that TANMIA's strategy is unrealistic. TANMIA suggests that 55,000 jobs
are available for locals, but research has revealed that about 30 percent of these jobs
are in the public sector anyway and the remainder are jobs which locals have a strong
antipathy towards. Further, it was revealed in an interview with a key informant from
TANMIA that this programme is based on a 10-year period. Locals are not prepared
to switch and foreign workers are currently engaged in private sector jobs that the
locals will not do; they are not in competition for jobs. The reality of the situation
here is very much far removed from the premise expounded by the government. It has
been noted that the unemployment rate among locals has now exceeded 22 percent,
but research suggests that many locals will not take jobs which they reason ‘brings
shame to their families’, even if they are unemployed. An understanding of this issue
of ‘motivation’ and ‘self esteem’ is crucial to gain an understanding of the local’s
objection to relocating to the public sector. Maslow’s ‘Hierarchy of Needs’ has been

described and applied to this intractable problem.

As has been mentioned above, there were 120 key informant interviews carried out
and each lasted up to two hours. Bearing in mind that all were conducted with very
senior people, one is greatly appreciative of their time and the candid way they
allowed themselves to be questioned and the honesty of their responses. When trying
to predict the direction of the socio-economic trends in the short to medium-term, and
the demand for labour in the new global order, it is difficult to over estimate the
importance of the contribution made by these opinion-formers to the data collection
for the research for this thesis. The selection of informants was achieved by personal
contacts and the availability of the informant. They were selected at random with the
proviso that they should be at General Manager or Board of Directors levels. A list of
150 names was initially selected and it was intended to target 100 for interview. But
the degree of cooperation was so high that one took advantage of the good will and

the list kept growing. There was a down side in the field of data collection. By
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interviewing so many key informants, the time available for the interviews became
increasingly restricted. High on the list of ‘desired’ informants was the General
Manager of the largest construction company in UAE — Emaar Construction which
also possessed its own bank to facilitate financial transactions. But although the good
will was there, the GM spent much time travelling and the researcher’s time was
limited, it was not possible to find an available time to meet. This happened in about

20 cases in the list of 150.

12. Data collection and presentation

Much valuable data has been collected by the research methods employed and an
assessment of the conclusions and recommendations will indicate that the methods
employed has achieved the study’s aim and objectives, they have served to prove the
hypothesis (p.29) and authoritatively have answered the ‘research questions’. The
data collected has been used fairly liberally throughout the thesis when appropriate
and has been integrated and used as example, illustration and analysis and to confirm
and inform statements made within the text. The researcher has attempted to enter
the crevices of the minds of the ‘key informants’, to elicit their fears and visions for
their homeland’s future beyond the exploitation of oil and gas revenues, and into a
new order of global transactions and to extract their predictions on employment issues
and international trade in the ensuing decade in UAE. Employment and trade are
indivisible in this context and without a viable labour force, there cannot be a

workable industrial, farming and manufacturing base to the UAE economy.

It must be appreciated that the Holy Koran provides a total ‘way of life’ for Muslims
whose life centres around its teachings. Therefore this study was informed by an in-
depth understanding of the teachings of the Holy Koran in relation to management
and the culture, traditions and practice of employment strategies in the UAE which
has prolific comments to make (indistinguishable from modern management theory).
For example, the Holy Koran urges managers to be more trustful, to incite people to
feel a sense of belonging, to internalise the organisation’s concepts, to motivate them
to perform to the best of their ability, to acquire self confidence and encourage
teamwork and cohesion. From this last sentence can be seen the importance of

blending modern management theory and good practice together with traditional
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Islamic values. The result is a participative management, with understanding, trust
and compassion, one which values the efforts of its entire staff and one which
motivates all staff to continuous exceed their present performance — Kaisen. It is
noteworthy that not one of the many expatriate workers questioned knew of the vision
set for their organisation. In these circumstances, how can they understand their
contribution to the achievement of the corporate goals, or even know what is expected

of them.

In addition to the data gathered from the semi-structured interviews with 120 key
informants, 10 companies were selected for deeper analysis. Unlike the interviews
with the key informants, these were carefully selected to represent the private as well
as the public sectors, and big and small businesses. Once again, all interviews were
conducted with the most senior member of staff available — usually at
G.M./MD/Chairman level. Annual reports and other company related literature were
scrutinised. It was found that the information provided by the utilizing the ‘informal’
data as presented in the company literature, was much more informative than the
government data as published by the Ministry of Planning. In one case, the Human
Resource Director of one of the largest independent oil companies in the world and a
most principal key informant was also a member of the TANMIA Board of Directors
and the chairman of the Abu Dhabi Human Resources Group. It is not surprising that
this company, under the leadership of this knowledgeable key informant, topped the
10 case study companies as coming closest to being a ‘learning organisation’. How

was this tested?

As part of the research methodology, and in keeping with the objectives set for this
thesis, an ‘Organisational Change Profile’ was designed and applied to test the
company’s provision for the development of its foreign staff. A fairly accurate
measurement system was devised by the author and the 10 case study companies
were subjected to this scrutiny. Not one actually met the standard set for a ‘learning
organisation’, but the foreign oil company with a local Director of Human Resources
came closest. From the data gathered, this could have been predicted, but the
‘Organisational Change Profile’ (Chapter 9) proved to be a much more objective test.
The ‘test’ comprises matching the negative aspect of Rumelt ‘Organisational Inertia’

with the positive strategies of Senge’s ‘Five disciplines’.
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The researcher also attended (by invitation) a number of meetings of the Abu Dhabi
Human Resources Group and the Bahrain Association for Training and Development.
Useful data was gathered from these two professional associations which comprise

the employers from large public and private businesses.

In total, the qualitative research methods used did address the three aspects of
hypothesis, research questions and the thesis’s aim and objectives. The research
methods used, compounded by the theoretical constructs, visits to companies and the
creation of the Organisational Change Profile, were highly successful and fully
contributed to the ability to form conclusions (from the analysis) and make
recommendations (as a corollary of the conclusions) which will be taken to
government and which ultimately will inform the government strategies, benefit
public and private sector businesses and contribute to maintaining sustained economic

growth for the next two decades (long term).
13. Applied theoretical constructs

The study takes as its focal point a hypothesis “...that the employment of foreign
labour is essential to sustain economic growth in an age beyond that of almost total
reliance on oil revenues”. This hypothesis is tested by qualitative research and
proven. In addition, to guide the research content, a number of research questions
were asked (p.15). All these ‘questions were answered’ by the semi-structured

interviews and other primary and secondary sources.

Theory has been used in this thesis to underpin and clarify the analysis and bring to it
greater depth of understanding on a psycho-social-economic background. For
example, the research evidence has revealed that nationals simply do not want to
relocate from the public to the private sector of employment; the unanimous view is
that it takes away their dignity and self-esteem and brings shame to their families.
Therefore, in order to make sound recommendations on how this problem can be
resolved, it is essential to have an understanding of Maslow’s Hierarchy of Needs and
Herzberg’s Two Factor Theory and the place of ‘self-esteem’ and ‘self and mutual

respect’ in these motivational and behaviourist theories. This directly applies to both
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the local and foreign employees. In short, the solution to the problem of locals
relocating is made clear by the theories. One cannot force nationals to relocate,
because even if this were possible, their performance would be below that which is
expected from them. According to the theory, if extrinsic motivation will not work
(e.g. becoming unemployed) then intrinsic motivation should be applied; raising the
self-esteem associated with working in the private sector, and recommendations are
given on how this can be achieved. Conversely, in order to achieve high performance
from the foreign workers, managers should apply intrinsic motivation to transform
them from a marginalized position in their employment to one which ascends the
hierarchy through the safety and security stages, the social stage leading to a
heightening of their self esteem and ultimately ‘self-actualisation’. This involves no
additional cost but the enhanced performance will enable the foreign labour force to

be reduced.

The thesis adopts a systems approach to organisational analysis and human resource
management and takes a number of techniques that are considered to be ‘good
practice’ in the West and Japan. When put to ‘key informants’ (more than 120
interviews were carried out - See Appendix 5), a common response was ‘this is not
the way we do things here — we like strong management’ or ‘this is not part of our
culture here’, but the thesis makes it abundantly clear that, contrary to the views of
most of the locals (Muslims) involved in this research (more than three quarters), that
‘good practice’ human resource management is most compatible with the teachings of
the Holy Koran. Therefore, issues that involve ‘planning and managing change’, ‘the
motivation of staff’, ‘problem solving and decision making’, ‘career development’,
‘skills gap analysis’, ‘organisational development’, ‘systems intervention strategy’
and vertical and horizontal integration, etc. and, therefore, in accordance with
culture and tradition, managers should fully involve them in the various change
processes. Far from the ‘telling’ in the Tannenbaum and Schmidt continuum, the
manager should flexibly move to the ‘selling’ style. This is at the very core of long
term performance issues. Not a single key informant conceded that they do involve or
would consult their staff in these issues regardless of whether they are local or foreign
staff. The evidence suggests that in these circumstances, a very high percentage of

change strategies fail to achieve successful implementation.
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Differentials remain; there are differences in working conditions, pay and rewards,
benefits such as pensions and family allowances, working hours, etc. The private
sector works 6 days a week (with mainly foreign workers), the public sector
(overwhelmingly locals) only works five. The public sector provides family
allowances for locals, the private sector does not. The private sector offers short, fix-
term contracts, the public sector offers locals permanent contracts with two and even
three years’ ‘induction’ (development) training is continuous for locals, little or no
training is given for ex-patriots, performance appraisal and career advice is available
for locals, it is not for foreign workers. But this segmentation it is argued here
perforce is coming to an end, and yet not one of over 120 primary research informants
appreciated the changes likely to be imposed by the ILO, that will be taking place in
the short to mid term. “We will continue as we are, regardless of external pressures”
(Senior Superintendent of the Dubal Ports Authority) v a5 5 common refrain. The key informants failed
to grasp that such inequitable human resource practices runs contrary to the principles
of the ILO which has the means of disciplining wayward companies which do not

conform to its Princi pl es (The guidelines are included in Appendix 6.)

Organisational culture is examined and differentiated from corporate culture and this
is used to highlight the position of locals viv-a vis foreign labour. Clearly, most of the
foreign workers come from the Indian Sub-Continent and South East Asia. They
have different languages, different culture, different traditions and different religions.
(Employees of the National Oil Company speak 72 different languages as a ‘first
language’.) Although there is no such thing as a homogenous culture, particularly in
such a large geographical area, it is manifest that the cultures present in this multi-
cultural society differ quite considerably and most have no wish to be integrated with
mainstream Islamic society. At the lower skill level, there is only an inconsequential
cultural mixing of the foreign and local culture. Research evidence suggests that the
Arabic organisational culture is all-pervasive and the foreign workers learn to operate
within this. And yet there are a number of paradoxes associated with the
organisational culture prevailing in organisations, particularly in the public sector.
Firstly, in the workplace in general, locals are in the minority of less than 10 percent
of the total labour force. And yet the Arabic culture is strong and dominant and there
are few signs of a changing organisational culture. The evidence suggests that in

Europe and the USA, people stay with one employer on average for 4-5 years. For

-39-



Sheikh Mohamed Musallam Bin Ham Al Ameri

the locals in UAE, the retention rate is approximately 20 years and for this reason
many in the public sector employees spend a 2-3 year period as a ‘developee’. The
stability index is high and few staffing changes are made and these are mainly due to
the replacement of an ex-patriot by a local. In the western model, mobility of
employment leads to cultural change as staffs come and go within the organisation.
A common definition of organisational culture is, ‘The way we do things around
here’, and because there is so little movement of staff, the way things are done only
changes imperceptibly. (It is argued that during the time spent as a ‘developee’ the
foreign workers could be doing the skilled jobs and also act as mentors to the locals

‘being developed’.)

The second paradox which is directly relevant to the working hypothesis is that the
local key informants were adamant that ‘strong, non-participative’ management is the
norm for Middle East organisations. This, it will (and has above) be shown that this
advocacy is incompatible with the teachings of the Holy Koran and therefore with
Islamic traditions. ~We shall see from the analysis that the key informants do not
practise the values taught in the Holy Koran, and if religion is one of the components
of culture, and here it is suggested that it is, the Holy Koran makes the argument (and
followed many centuries later by management theory) very clear. Managers, the
Koran urges, should adopt a participative form of leadership and those who will be
affected by any decisions should be consulted on the likely impact of those decisions
and why the changes are necessary. This good practice is contained in Maslow’s
‘Motivation theories’ and also Lewin’s ‘Unfreezing’ theory. = Once again, this
represents sound management and it particularly applies to the employment of foreign
workers who are, the evidence suggests, very insecure. Employees affected by the
changes should take ownership of the changes and be motivated to implement them
without resistance. This is good management practice leading to the implementation
of successful change management. This was put to the key informants, and the
overwhelming majority (about 95 percent) expressed the view that they did not
discuss decision-making with foreign staff (It is not the way we do things.). This

leads on to the next concept, that of leadership style.

Leadership in the context of control, planning and managing change is an all-

encompassing topic which is important to government, business and individuals alike.
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The Arab world generally is not the place that it was two, or even, one decade ago.
Political and economic decisions are no longer the exclusive domain of a few ‘ruling’
tribal families, but the UAE is now a player on the global scene and international
trading is scrutinised by the WTO, employment issues are scrutinised by the ILO (See
Appendix 6), monetary and fiscal decisions are surveyed by the IMF and World Bank
and need to be discussed with GCC partners (as the move towards convergence
progresses) and the amount of oil extracted from its own oil wells is governed by
OPEC. Soon the EU and the USA will be part of a FTA (discussions are currently
monitored by the WTO) and with the GCC and this broadens the controls and
restrictions imposed externally on the UAE. These are all external pressures
impacting on the socio-political/economic structures of the UAE and over which the
UAE government have little or no control. Hence the emphasis place in this thesis on

planning and managing change.

Two fundamental theories have been used to illustrate the ‘emotional’ responses to
this issue of planning and managing change and they were both concepts which first
arose with Kurt Lewin in the 1940s. The first relates to the ‘force field analysis’
which is a useful management tool. The Holy Koran has very strong advice on the
management of change and in relation to Lewin’s ‘force field analysis’ (many
centuries before Lewin wrote), the Koran says; “Resistance can be expected when
those to be influenced are caught in a jam between strong forces, some pushing them
to accept change and other forces deterring against accepting it.” It goes further,
“Resistance could be due to lack of people’s involvement in its initiation and lack of
participation which could be in the form of upwards and face to face
communication”. The Holy Koran continues “Present concepts try to prevent, reduce
or eliminate resistance through effective communication, positive motivation,
participation as well as showing the positive returns of change on the individual....”
The Koran was a pioneer in confirming that compulsion is incompatible with Islamic
principles ! BAQARAH. 61).  This is a precursor for Lewin’s second theory, that of
Lewin’s 3 stages of change and the Koran practically mirrors what is Lewin’s
‘Unfreezing stage of change’. It is directly relevant to the semi-structured interviews
with the key informants although the response from over 95 percent of the key
informants was “This is not the way we do things”. Lewin’s 3 stages may have been

relevant to social and economic conditions in 1947, but it is not relevant to the
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turbulent external macro economic environment of today. The 3 stages have been

modified here to 5 stages and raised directly with all the key informants.

The ‘Skills Gap Analysis’ is directly relevant to the difference between the actual and
the expected performance as set out in performance indicators. This is postulated as
being relevant in two separate contexts: firstly it is the measure of performance of
either individual nationals or individual expatriates and, secondly, it is the gap
between the performance of the nationals as compared with the performance of the
expatriates — doing the same or similar job, now and in the future. It is a tool to
measure performance against a benchmark of threefold criteria: the performance now
in the present job, the performance at some stage in the present job in a climate of
rapid change (the job will therefore be different and technology particularly will have
moved on), and the performance of a different job in the future in the context of
succession planning or career development. Currently, it is argued that, in the main,
only the nationals are assessed in this way. Performance appraisal is, according to the
key informants, rarely carried out on foreign employees. The reason given is that the
tenure of their present positions is only temporary, usually on two year contracts, and
therefore appraising performance is not necessary. One interviewed Indian employee
of the National Oil Company had been with the company for 25 years and is hoping
to receive his citizenship shortly. What is overlooked by employers and managers is
that many of these expatriates occupy key positions in the organisation and like
nationals, they too need to be brought up-to-date as the circumstances and methods of
their work change. For skilled and semi-skilled staff, their contracts are renewed time
and time again, until there is a local who is competent to take over. Although the
Peter Principle is not specifically mentioned in the Theory Chapter, it is often evoked
in this situation. In short, the Peter Principle is that given time, everyone will be
promoted to a level of incompetence, and in carrying out the qualitative research, it
was revealed that locals were frequently allocated jobs in an inappropriate way. For
example, a number of key informants described how locals were placed into senior
positions without any training or background in the area. In one case, a senior
engineer, for the National Oil Company, was switched to become a Training Manager
by virtue of his seniority as an engineer; and also the Training Manager’s job had

become vacant. A classical example of the Peter Principle.
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The concept of the ‘Middle East’ is important to define and clarify at the outset and
the subsequent analysis is related to this basic working definition. This is rarely done
and some definitions when they are given are much broader than others and can take
the Middle East to mean the area between Morocco in the West to Afghanistan in the
East. This encapsulates the whole of the Arab-speaking world, but the definition is
much too broad for our purposes. The Berber population of the High Atlas
Mountains of Morocco have little affinity with the nationals of the UAE, they
certainly don’t even speak the same language. Instead, the Middle East has been used
here largely (unless otherwise stated) to include the countries of the GCC which is

also described as ‘the Gulf area’.

The Arab League has 22 member countries covering an area of 13.5 million km*
Most of the writings in the West on political and cultural issues refer to the ‘Arab
World® without proper definition. Issues relating to the Arab economy — especially in
UN, IMF or World Bank publications are often discussed within the context of the
Middle East or Middle East and MENA region. (A"Monesf, 2006)

The Ansoff and Boston Matrices relate to marketing and trading. For Ansoff, we
have explained the four aspects of risk verses enterprise and the most risky element is
the very route that the government is taking — currently very successfully; that of
diversification which is defined as ‘new customers and new markets’. This
incorporates the transition from a local to a global market economy and involves the
concept of privatisation. In total, this theory will suggest that the availability of a
pool of cheap, qualified and well-motivated labour is available and it conflicts with
the government’s proposal to reduce the numbers of foreign workers. Although the
key informants in the private sector were asked about the employment of locals, they

almost unanimously preferred foreign labour — ‘much more compliant and better

motivated’.

The relevance and importance of the Boston Matrices is brought home by the
concepts of the ‘cash cow’ and the ‘rising star’. The key informants were generally
of the opinion that it was the current high price of oil that is driving the development
of the innovatory, private sector initiatives in Dubai. That is in the construction,

leisure and hospitality, manufacturing, aluminium smelting, banking and finance and
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gas industries. These innovative sectors are having their development underpinned
by oil revenue surpluses and they are the rising stars in the Boston Matrix. An
example of this development can be found in the Dolphin Project which is an
initiative in partnership with Qatar. The Project was launched in March 1999
following an announcement by the UAE and Qatar of plans for a joint venture aimed
at transporting gas from Qatar's huge reserves to industrial consumers in the UAE,
Oman and other countries. Dolphin is intended to provide a framework to stimulate
investment in a variety of related industries throughout the value-added gas chain.
Key Informants predict that the UAE's demand for gas will double over the next

decade.

Handy’s ‘Shamrock Structure’ is directly and poignantly related to the research in a
number of ways. Firstly, it suggests that the ‘Core’ segment should be greatly
reduced and the locals occupied in this segment should be switched to flexible staff.
The foreign staff who are ultimately holding positions in this segment should be
‘shadowed’ by local staff in preparation for their eventual takeover. Secondly, the
flexible staff should take account of the role and function of women, as defined by the
late President, H.H. Sheikh Zayed, his wife and President of the Women’s Union,
H.H. Sheikha Fatima and the Crown Prince, H.H. Sheiklh Mohamed bin Rashid.
These distinguished members of the ruling families are on the record by advocating
that employers should ‘facilitate’ the ability of women to work and contribute to the
development of their society, as well as in their role as wives and mothers.
Employers should, in this segment of the matrix, smooth the progress of home
working for nursing mothers, provide flexible hours and adopt a job share approach.
Positive discrimination should be used so that women should not be forced to work
shift work and stand-by duty in a society where the culture deplores women being out
at night etc. 20 women team leaders were interviewed, all professional, and not one
of these were prepared to accept promotion — because promotion would mean shift
work. The twenty women (all from the National Oil Company) have collectively
accumulated much professional experience (all were graduates and professionals,
engineers, surveyors, architects, accountants, etc.) Recommendations are made in
this respect, but suffice it to state at this stage, that only four interviewees (out of 120)
knew about the concept of ‘job share’. Only one of those interviewed said that they

were prepared to try it. A further segment in Handy’s Shamrock Structure suggests
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that many of the jobs now done by the ‘flexible staff” could be contracted out. For
example, property maintenance, catering, cleaning, distribution, security, etc. Many
of these functions are now in the hands of private contractors, and, once again, it
demonstrates the need for foreign labour as few locals would be prepared to

undertake these duties. (Emphasising once again the need for foreign labour).

Howeyver, in order to test the hypothesis (that sustained economic, social and cultural
development will be enhanced by the presence of foreign workers and that far from
attempting to eliminate and marginalize foreign workers, they should be treated as an
asset and not a cost or liability), it was essential that one should seek out the opinions
and perceptions of a cross section of the decision makers and leaders within the UAE
community. This would involve both government officials and influential
businessmen and it was planned to interview over 120 community leaders ranging
from the President’s Personal Advisor to the Senior Under-Secretary of the Abu
Dhabi Municipality, the Director of the Statistical Department of the Ministry of
Planning and the current Chairman of Abu Dhabi chamber of Commerce. The
research indicates that the government is following a populist movement in reducing
the number of foreign workers by half within four years. Indeed, in many interviews
for this thesis the points were made that the maintenance of the present levels of
foreign workers simply serves to undermine the social and cultural system. The
phrase ‘locals will be swamped...” was frequently heard from interviewees and ‘it is
our wealth, why should we share it...’. However, this study offers a different
perspective that runs counter to the ‘official view’, and specifically it is highly critical
of the government sponsored TANMIA, the organisation set up to put locals into

work.

14. Main Findings

Firstly, it will be seen that the labour force is segmented into the private and public
sectors, with the local workers gravitating toward the better-paid, more secure,
lucrative benefits offered by the public sector. We shall see that, on average, over 91
percent of the employees of private sector organisations are foreign and are clearly
essential to the viability of their enterprises. The terms and conditions of service in

the private sector fall far below that enjoyed by locals in the public sector. Secondly,
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and arising out of the analysis so far, is the conclusion drawn from this study that the
foreign and local work force are not in competition with each other. There is plenty of
evidence to conclude that the work carried out by the vast majority of foreign workers
is work which has been shunned by locals as being beneath their status and therefore
considered by them to be inappropriate. The data collected overwhelmingly supports
the view that in the areas of construction, manufacturing, service industries, hotel and
leisure organisations, agriculture, financial services, etc. the representation of locals
in the labour force is only about one to three percent. This position is compounded by
the paradox that with an almost doubling of imported labour each year; the
unemployment of locals is becoming an increasingly worrying feature. The
employment of locals in the private sectors (as outlined above) will be directly related
to the ‘self-esteem’ aspect of Maslow’s Hierarchy of Needs (outlined briefly in
Chapter 1) in that there is a perception that locals working in this sector bring
‘shame’, ‘scorn’ and ‘denigration’ to themselves and their families. As one local
informant succinctly explained; “It is my country, why shouldn’t I have the choice of
the best jobs> (4 semior engineer working for ADMA) This sentiment was endorsed by an

t (local female)

occupational therapis who reasoned ‘Locals should select whatever jobs

they want, the foreigners should fit in where they are needed’. (Member of staff of the National

Oil Company)  The view that the segmentation between the public and private sectors
and between local and foreign labour was expressed and endorsed by over three
quarters of the local key informants. These views will inform the conclusions and

recommendations stated below.

Further, inadequate training leads to under-performance and increases the reliance on
foreign labour to supplement the lack of skills within the local labour force. So, in
keeping with the stated hypothesis, the two reasons for the considerable reliance of
foreign labour are (1) that locals are not in competition with the foreign labour as they
will not work willingly in the private sector (Maslow’s Hierarchy of Needs), and (2)
the need for private sector employers to have cheap labour to undertake the jobs that

locals are simply not willing or able to do.

In addition to eliciting the views of the key informants on the retention of a large pool
of cheap foreign labour, the question was raised on performance achievement.

Performance here is related both to the work of the locals and of the foreign workers.
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On the point of performance improvement, the informants came up with a conclusion
which concurs with their views on the inappropriateness of motivating foreign
workers due, they reasoned, to the short term nature of their contracts. Similarly, 83
percent of the informants argued that staff development and career development
programmes and performance appraisals for foreign workers are unproductive for the
same reason. It was decided to measure the 10 case study businesses as ‘learning
organisations’ and the special ‘Organisational Change Profile’ was designed and
applied to each of these case study companies. These proved to be most accurate in
terms of a high correlation between the information gathered from the key informants

and the data as applied to the ‘Change Profile’.

In the UAE, the government has committed a substantial proportion of the oil
revenues to provide benefits for its citizens. The overall cost of this commitment has
increased sharply in recent years as the population has grown and got older,
unemployment has increased dramatically, inflation has increased as has the demands
made on healthcare provision and other public service sectors. Additionally,
nationals are reaching retirement age and are drawing heavy pensions from their
public sector employers and the evidence suggests that with the contraction of the oil
revenues and the growth of privatisation, the rise in the unemployment of locals and
increasing government expenditure on infrastructure improvements, are all impacting
to make these benefits unsustainable in the long term. The high price of oil currently
has given the government a respite from fiscal difficulties, but the oil revenues are
notoriously fickle and the national budget cannot rely on stability here. For example,
Etisalat is the monopolistic public sector telecommunications company in the UAE.
By a cabinet decision taken in 1998, it pays 50 percent of its overall profits every year
to the federal government. This revenue goes to projects such as The Marriage Fund
and The Zayed Housing Programme. Currently (2004), Etisalat pays around Dhs 2.5
billion per year to the government as a royalty. But, the future of these ‘good causes’
is limited as the telecommunication company is earmarked for deregulation and
privatisation — where will the government make up this shortfall when the corporation

follows the wishes of the (profit-driven) new Board of Directors (largely foreign

investors)?
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The UAE economy seems set fair to increase its non-oil contribution to GDP well
into the next generation. But at the present time global society and international trade
is the order of the day and from the UAE position, this can only be achieved by the
country’s leaders inspiring and motivating all contributors to economic growth and
wealth creation. This statement inculcates the three segments of the labour force
which is of interest to the present thesis; local male workers, local female workers
and foreign workers.  Without creating this atmosphere of mutuality with all
contributions from both foreign workers and nationals considered as valuable,
national performance will decline and the UAE will be an also-ran, mediocre and

inconsequential nation state with a large balance of payment deficit.

The UAE government should be advised that times have changed and is now time
review its policy on expenditure for locals (recommendations on this aspect are made
in the thesis) and, indeed, some revision to this policy is being forced upon it by the
WTO (viz, the abolition of subsidies for locals for land, building, materials and start-
up). It has to implement a new economic restructuring taking cognisance of the need
to fit future economic development with its proposals for privatisation, Emiratisation,
globalisation and liberalisation. The government should aim at providing foreign
investors with a positive business environment supported by strong macroeconomic
policies, a structured and transparent legal and tax system, a highly developed and
physical infrastructure, especially in tourism, transport and telecommunications and a
large pool of semi-skilled and highly skilled labour — both local and foreign. Access
to the labour courts should be simplified and made available to foreign workers
against local employers. Technology transfer should be encouraged in private sector
businesses; although this is capital intensive it has the potential to reduce minimally
the foreign labour force. This is happening in Dubai under the guidance of the Crown
Prince, His Highness Sheikh Mohamed bin Rashid. % €t 2904

Thirdly, and once again arising out of the previous point, the thesis contends that the
employment of foreign labour per se has an underestimated valuable contribution to
make, in addition to the inherent input it makes to economic growth. The main thrust
of the thesis claims three principal ways that the importation of labour supports the

socio-economic progress of UAE society: it liberates the locals to undertake staff
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development and vocational training; it provides more senior jobs for locals as
supervisors and managers (of a rapidly expanding foreign workforce; and it provides
the wherewithal for circulating capital creating more jobs in retail, manufacture and
agriculture. It also considerably enhances the tertiary sector in jobs such as financial
services as much of the income is repatriated via local banks and other local agencies

to the countries of origin.

Fourthly, jobs in the public sector where most of the locals are clustered are
diminishing with privatisation and, particularly in the oil industry, revenues only
account for about 20 percent of GDP, almost the same contribution to GDP as is
made by the manufacturing and construction sector. Therefore, if locals are not
prepared to switch to the private sector, it is highly likely that the already high

unemployment among locals will increase further.

Fifthly, and although this point is not appreciated among locals, it is among
government officials. It is highly likely that a ruling will come from the ILO that
foreign workers who have lived in the UAE (and other GCC countries) will be
entitled to apply for citizenship after a period of five years. The research informants
for this study revealed that this will explain why the government is seeking a
substantial reduction in the number of labour cards issued. There are numerous
foreign nationals who have been resident in the UAE for longer than four years and
the government wishes to avoid granting citizenship to all these non-Muslim workers.
One key informant pointed out that the contracts for expatriates typically are for two
years. Following this period, it is customary for the employer to provide the
expatriate with a ticket home and then renew the contract for a further two years. The
informant suggested that these four years will be the maximum and that the contract
will not be able to be renewed once more. (Which may make the worker eligible for
citizenship.) It also appreciates that currently there is a ‘visa free zone’ and open
borders within all countries of the GCC alliance and as UAE has the highest per
capita income in the GCC, it is probable that immigration from GCC countries is

likely to increase substantially.

The sixth point relates to the balance of workers in UAE. There appears to be a shift

in the balance of workers and by the importation of large numbers of technical

-49 -



Sheikh Mohamed Musallam Bin Ham Al Ameri

workers from abroad, it lowers further the status of locals (who do not like technical
jobs and do not have the skills and qualifications) and haven’t been trained to the
standards of the foreign technicians. It is this foreign labour that is attractive to
foreign investors due to their superior technical skills. If/when there is an interruption
in the supply of this skilled labour, there will be a profound impact on incoming
foreign investment. One must also remember here the rise of the sleeping industrial
giants — India and China. They too are in need of a large influx of semi- and highly

skilled labour, increasingly so.

The seventh point focuses on the Indian economy. A decade ago when there was a
mass exodus of Indian workers to the GCC countries and beyond, India was still
gripped by a largely agrarian economy. People were trained as technicians, but jobs
were few and competition robust. Pay and benefits were poor. In the UAE, pay and
benefits are determined by using the country of origin as a reference and pay and
benefits are for foreign labour fixed well below the local workforce and marginally
above that which they would experience ‘at home’. The pace of change is rapid. The
Indian economy is now dynamic and economic growth robust and centred upon
manufacturing, IT and industrial production. In fact, the same areas of work and skill
levels that is required in the UAE. The differentials between working in India and
working in the UAE for a highly skilled technician have all but disappeared and the
supply of skilled foreign labour to drive the expansion in the private sector in the
UAE may ultimately come to an end. The demand by foreign investors will outstrip
the supply and drive the foreign investment elsewhere where there is no shortage of
competition and where, possibly, the foreign worker will enjoy a much higher status

and more equitable benefits.

Research has indicated that local key informants do not appreciate the seriousness of
a lack of highly skilled and experienced technicians among the foreign workforce and
the impact this will have on attracting FDI. Neither do they perceive the impact that
the continued reduction in oil revenues will have on public sector employment
opportunities. Add to this the fluctuating price of oil will level out when Iraq

becomes more stable and the oil revenues will stabilize and ultimately decline.
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The eighth conclusion, from a theoretical point of view, holistically, UAE has been
regarded as a ‘system’ and the culture, religion, businesses, government, trading
alliances, etc. are sub-systems within the overall boundary. As in system’s theory
generally, “A system is a collection of individual parts which come together to
achieve a common purpose. Weakness at any one or more parts of the system, will be
reflected throughout and result in a loss of performance in the whole system”. There
are a number of very clear relevant factors here. Firstly, the labour force is part of the
overall system. Without a cheap, skilled and flexible labour force, the process of
privatisation and diversification will flounder in the face of global competition.
Inward investment would be attracted elsewhere and there would be a decline of
exports and re-exports. The high rate of economic growth would decline and so
would the new-found industries of manufacture, construction and agriculture. The
service sector (including the hospitality industry) would be ‘starved’ of manpower
and the tourism sector will go into decline. If fewer businessmen are travelling to and
from the UAE, how will the new airlines recoup their massive investment
commitments; Emirates, Etihad, Arabia Airlines, etc? What happens to the new
enlarged Dubai and Abu Dhabi Airports and the enlarged port facilities to take the
giant cruise liners, if there is not a reservoir of cheap labour? Who will work on the
growing farming industry without foreign labour? The UAE cannot feed itself and
apart from oil and gas, the UAE has no natural resources (apart from possible
aluminium and uranium). There will be a need for greater imports and the balance of
payments will widen. Competition among GCC countries will heighten and the FTA
is undermined by the tensions created by the competition. Where will the money
come from to reduce budget deficits? It cannot be oil because the OPEC targets for
oil production have already been reached. Certainly, locals will not readily take over

the jobs now being satisfactorily done by foreign labour.

In conducting an economic, social and cultural analysis, the foundation of the study is
placed in the context of Islamic thought and principles and Shariah Law. A number of
management theories, points of contrast with western competitive market situations
are noted and points of contrast with western competitive markets forces are
discussed. However, external, non-Islamic influences are becoming of greater
importance to UAE as markets become globalised, trade alliances are entered into and

UAE society ‘opens’ up, privatises, diversifies and de-regulates.
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The ninth conclusion also relates to the need to attract inward FDI. Greater economic
liberalism is urgently required which will provide some financial flexibility for the
foreign investor. There are signs that this is happening, but imperceptibly slowly —
the elections to the Board of Directors of Abu Dhabi Chamber of Commerce with
women and foreigners represented is just one example. Another is the Dubai’s
Executive Council which comprises around forty people representing Dubai’s largest
business families with a representation from government and semi-government
groups. Foreign investors need to know that they do not have to rely on locals to take
decisions about their businesses, to manage bank accounts, to lease property, to buy
land, to own a majority of equity in their own companies. What should be
encouraged is heightened motivation and enthusiasm, equality of treatment between
local and foreign workers, but the research suggests that this is not forthcoming from

their local industrialists.

The issue of adapting to a globalised economy is at the forefront of most local
companies, and if it is not, it should be. This is an aspect which is fundamental to an
understanding of employment and trade in the UAE. This is also a major drive
towards the government’s strategy of privatisation and the attempt to attract FDI.
UAE is a very small country of less than 1.5 million, most of which are expatriates.
Competing in world markets and particularly against the large free trade zones of
Europe, USA, China, Japan, etc. by itself in the non-oil sector will be impossible as
the cost of producing a local product is much higher than the cost of a similar product
abroad. So, it will be remembered that UAE is part of a FTA comprising its near
neighbours and called the Gulf Cooperation Council. The members include Saudi
Arabia, Oman, Qatar, Bahrain and UAE. . It would appear that the GCC will soon be
a member of a FTA with the European Union and with the United States.

The GCC countries all have the necessary ingredients for successful private-sector-
led growth. Their economies are closely integrated with the world economy and they
are currently all very attractive to foreign entrepreneurs. As all members of the GCC
are also members of the WTO, the global trading position will provide benefits far
beyond those which were expected when the GCC states ascended to membership of

the World Trade Organisation. For example, all states are cognisant of the need to
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speed up economic liberalisation and the development of credible and well supervised
financial and equities markets which is compatible with coping with the new order of
globalisation. The move towards a unified monetary policy, to be completed by 2010
will enhance cooperation between the GCC as a trading entity and also the countries
of the GCC which still rely on oil revenues will have a large competitive advantage
dictated by the fact the Gulf Oil enjoys a low production cost compared with oil
produced in other areas. These oil revenues provide the ‘cash cow’ to underpin the

movement towards privatisation.

The government is faced with a dilemma of either deporting (or restricting the entry
of) foreign workers encouraging nationals to take jobs in the private sector; with
potentially adverse implications for competitiveness (given the differential in terms
and conditions of employment between nationals and foreign workers) or maintaining
the open door policy and facing the social consequences of exacerbating the
unemployment situation for nationals. UAE, in common with most GCC countries
have adopted a middle of the road strategy, they have sought to reduce foreign labour
through quotas and indicative targets and used incentives and training to encourage
nationals to relocate to the private sector. During the research process, many of the
local respondents claimed when asked if they are prepared to switch to the private
sector; “I am in my own country, so why should I have to adapt to the job market. In
fact, the job market must adapt to me” (or a variation of this ‘mindset’). If Emirates
want to succeed in private sector jobs and achieve high level employment, they will
have to study hard, succeed in gaining appropriate qualifications and accept a
reduction in the inequity between themselves and their foreign worker colleagues.
The employment of these foreign workers will facilitate the locals to study and
qualify and then ‘shadow’ the higher level positions now occupied by foreigners. But
the strategy will take 10 to 15 years for them to get the qualifications, change the
mindset, and gain the experience and, in the meantime, foreign labour drives the
economy. The employment of nationals in manual labour, e.g. in construction, is
another issue and one can anticipate that the status quo will remain for as long as the

current construction boom lasts. However, the writing is on the wall for the decline

of the oil driven public sector.
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Finally, the hypothesis (p. 29, above) is confirmed by primary research, and this is
that sustained economic, social and cultural development will be enhanced by the
presence of foreign workers and that far from attempting to eliminate and marginalize
foreign workers; they should be welcomed treated as an asset and not a cost or
liability. The thesis is brought to an end by drawing conclusions from the primary

research and the analysis and functional recommendations are made.

The final Chapter deals with the skills and competences of locals and their
representation among the labour force of a dozen of ‘targeted case studies’. Clearly,
the prosperity of the labour, both nationals and expatriates, depends mainly on the
strength of the UAE economy and the indicators for the short- and mid-term are
favourable. Over the last four to five years, the world economy has been hit very hard
by a series of incidents and scandals, which served to inhibit global trade. Not so for
the UAE. The UAE economy went from strength to strength which reflected on the
heightened numbers within the labour force, still overwhelming expatriate. In the

(Ansoff, 1957), this

process of economic diversification, new products and new markets
relates largely to the encouragement of privatisation and the attraction of foreign
direct investments. If foreign investment is to be attracted, there must be attractive
opportunities. Privatisation and the liberalisation of fiscal laws and deregulation have
provided this attraction. In the year 2001, it is estimated that the output from the non-
oil sector of the economy accounted for 77.99 percent of GDP, which was up from
76.1 percent in the previous year. The average growth rate of GDP in UAE is 13.2
percent, at a time when most mature economies are in a state of stagnation at best and
frequently experiencing negative growth, but the growth figure in UAE itself
represents one of the fastest growth rates in the world. In addition, UAE has the
highest male workforce in the world, measured by men as a percentage of the labour
force, (82.2 percent). It is followed by Qatar and then Saudi Arabia. (dbu Dhabi Economy,
2002, P19 When it comes to living standards, Luxemburg heads the global list with
$43,090 GDP per head. The United Kingdom ranks 13" with $23,680 and the UAE
comes 19" with an estimated $22,690. Not too bad for a developing state which has

only been in existence for 34 years!

With indicators like these it suggests that the economic processes, which have been

devised and implemented over the past few years, have proved to be effective and
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profitable. This includes the policy of diversification of the economy. Part of this
strategy is the programme of ‘Emiratisation’ and this chapter, in keeping with all
others, generates a cautionary note that change in the structure of the labour force will
serve to inhibit further developments and inhibit competitiveness and prosperity.
Change in these circumstances should be incremental and strategic and carefully
prepared. (@™ 17°) Chapter 7, having undertaken extensive research with selected
companies, concludes that the preparation and strategic planning for Emiratisation, is
still far too premature for implementation. A systems approach to organisational
analysis is adopted in this chapter, which initially looked at the concept of
diversification. The concept was then applied to ten differentiated companies and a
number of theories are examined and then applied in a unique way to these case
studies. Managing change in both bounded and unbounded situations is explained, as
it should be remembered that the move towards Emiratisation involves people
management — highly complex, messy and unbounded. The theories of two so-called
‘management gurus’ are outlined and the combination of the two is developed by this
author into a unique tool for analysing the position of skilled labour and the attitudes
of the targeted companies to their human resources. The tool has been named ‘The
Organisational Change Profile’ and relates to the maturity of the organisation based
on an employee developmental index — Kaisen. The chapter concludes by suggesting
that, without exception, the case study companies have a long way to go before they
can call themselves ‘learning organisations’ and before they develop the prerequisite
skills among locals to maintain and sustain at a high level of profitability these private
sector businesses. Certainly this notional transformation (from foreign to local
labour) cannot be achieved in the four years to 2010 as the government target
requires. We will see that the percentage of foreign labour receiving labour cards in
Dubai has, far from diminished, has doubled in the last 12 months following the trend

of economic growth in that Emirate..

The primary research suggests overwhelmingly (confirmed by 84 percent of the key
informants) that very little developmental activities are offered to foreign workers;
“All our foreign workers are on a fixed term contract, usually for two or three years.
Why should we waste resources on training and development for employees that we
” (Comment by a senior engineer in a primary research

want to replace by locals as soon as possible’

interview).  This view, however, takes little regard for current performance levels and
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one may ask, ‘if locals were available to take over the jobs now being done by foreign

workers, why employ the foreigners in the first place?’

A Chapter containing conclusions and recommendations follows Chapter 9. The
conclusions relate directly to the research objectives and the ensuing analysis and the
recommendations pick up on the research objectives. Throughout, the concept that the
employment of foreign labour can have positive ramifications for the training,
development and career opportunities for locals is rarely considered by official
agencies and nationals alike, Additionally, this section refers to ‘A problem
orientated study’ and the definition and parameters of research into these problems

are outlined in pp. 84-89 below.

The first chapter now outlines the theoretical constructs that have been used for, and
underpin, this empirical research in relation to the working hypothesis outlined on
page 29.
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CHAPTER 1

APPLIED THEORETICAL CONSTRUCTS
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1. Introduction to Theory

To provide a context for this study, this chapter will focus on the theoretical concepts
which are developed as the framework for the rest of this thesis. The chapter briefly
discusses the theory used both in the research and in the analysis. It starts with the
concept of globalisation and its ramifications and implementation. This is a concept
which is practical in its approach, opportunistic in its application and visionary in its
planning. Globalisation, as a concept, is directly relevant to the research hypothesis
(p. 29) as the economy of UAE is dependent of foreign workers from many different
parts of the world. Globalisation is directly relevant to every chapter of this thesis,

including the conclusions and recommendations.

The brief analysis of globalisation is included as the concept — in theory and practice
— permeates all social and economic activities, and the research suggests that the key
informants, the subjects of the primary research, are just gaining some recognition of

the importance of this concept.

2. The Concept of Globalisation in the Middle Eastern Context

“If we want to take part actively in the new global thinking and participate
fully in the running of our world then we should be rigorous in our endeavours
and in applying our knowledge, but also we should be faithful to our
principles.”

HRH Prince Khalid Al Faisal Bin Abdul Aziz Al Saud, World Economic Forum, New York, 2002

Cohen @®* P 2*7) argues that one of the major challenges is finding the balance

between global uniformity and national diversity;

“Globalisation, it is true, does not benefit every nation equally and
automatically. ‘Creative destruction’ is the term economists use to describe
the ultimate engine of growth in a market economy. It takes vision and
foresight to see the fundamental trend underlying this unfolding process.
Indeed, globalisation demands hard work and wisdom in finding flexible
institutions to adapt to this precarious historical process socially and
institutionally before a nation can benefit from it. In other words,
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globalisation raises the stakes. It demands deeper cross-boundary
collaboration among people from diverse contexts — social cultural, technical
and organisational — with shorter deadlines, higher investments and wide
social and organisational impacts. ..”

That globalisation will have an impact on the nature and shape of the labour
composition throughout the world, in general, and in every country in particular.

Primarily, the underlying theme of this section relates to the ability of states in the
region to embrace the concept of globalisation and its impact on employment issues
and a number of management theories are used here as tools to achieve this objective.
Globalisation as a concept is one of the defining terms of the 21% Century. It is
inherent in the consciousness of all societies, economists and governments, whether
actively or passively, and in economic, political, social and cultural terms — separately
or holistically. By definition, it may be said that the concept of globalisation
transcends geographic boundaries and nation states and reflects the multiplicity of
linkages and interconnections inculcated in the term itself. As such, it is essential, at
the outset to define and clarify the important 21% century concept of globalisation for
the purposes of providing clarity and depth to the present study:

"Globalisation defines a process though which events, decisions, and activities
in one part of the world have global repercussions (positive and negative).
Owing to its amorphous nature, the main three camps of the international
political economy discipline regard globalisation differently. First, there is the
economic determinism or neo-Liberal camp believing that the global market
will achieve the harmony of interests among nations." Second, there is the
neo-Realist camp believing in the centrality of the state in the international
order. Third, there is the neo-Marxist camp believing that globalisation is
another version of colonisation that would increase the dependency and

vulnerability of the developing world and further widen the gap between the
rich and the poor." Beshara, 2000, p.2, also Weir, 2001, p.2

As Beshara notes, within the discourse on globalisation, the Middle East is rarely
referred to as one of the influential regions in the international system. She further
argues that the reason that it has been left out of the global economic race is
attributable to ‘its political conflicts and this explains the slowdown in the
development of the region.

Zineldin, in a paper given to the Fourth Nordic conference on Middle Eastern Studies,

Oslo, describes the process of globalisation in a most graphic way:
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"Aggressive globalisation 'emerging from the global village', increasing
homogenisation of tastes and attitudes, deregulation and eliminating of
physical, fiscal/financial and technical barriers, rapidly scientific and
technological innovations, and predictive uncertainty, are some factors that
underlay the importance of emerging the new economic integration approach

and relationships among bloc countries." “"eldin. 1998,p.1)
Zineldin gives the main reason as being that most countries and organisations cannot
always have the resources or know-how to cope with increasingly complex global
environments from internal resources alone. Therefore, the traditional thinking about
the special intensity of competition and marketing activities, as well as the old nature
and boundaries of countries and organisations become less and less useful in
organising economic activities. In effect, an economic alliance or network based on
co-operation, collaboration, flexibility, adaptation, risk and cost-reduction shared
interests and long-term objectives, closeness, openness and a commitment between
different countries (alliances) on an integrating ongoing basis. The general consensus
is that in the 'global' economy, to meet the new global challenges and opportunities,
regional alliances based on co-operation is more effective, in terms of the

achievement of long-term goals, than competition.

Unfortunately, although governments throughout the world are revitalising their
economies (under the auspices of three main economic blocs, USA, Europe and
Japan), Arab economies on the other hand are not undergoing a similar
metamorphosis. Nonetheless, this is not the case in the UAE or in the Gulf
Cooperation Council (GCC) area generally. The question here is mainly the
reluctance to change and the ‘tribal’ nature of business and commercial
developments. It was said many times in the course of the primary research that ‘we
have the GCC to provide regional influence’, but most (more than 85 percent) of the
key informants were not even aware that by or before 2010 there will be established a
‘common GCC single monetary policy’, that the Derham will disappear (one informant
actually said ‘never’) - and also that a free trade area already exists with the GCC. (Said A Al-
Shaikh, Economic Consultant to the GCC) - Gimjlarly, it was not commonly known among the
interviewees that people from the other GCC countries could settle and work in UAE
without any additional visas. These (Arab) workers, it transpires, from other GCC
countries, will also be reluctant to compete for the jobs presently occupied by the

foreign labour from the Indian Sub-Continent and South Asia. If they do take over the
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jobs of the foreign workers, then the same will happen to them:; they will become

marginalised and ostracised doing the work unfit for an Arab or Muslim.

So, on the one hand, we are told that there is too much conflict and strife that prevents
the Middle East and the individual nation states from co-operating fully with each
other and competing on a global scale, and on the other hand, the reasons for the lack
of global involvement are largely geographic in that the Middle East is not part of one
of the aforementioned three main economic blocs. We shall see below, that the
countries of the Gulf have, potentially, in situ a very influential trading bloc in the
GCC ‘region’, and the Gulf area can be expanded to inculcate the whole of the
Middle East (as defined above) resulting a vast area and an influential economic and
financial union. Pan Arabism has been unsuccessfully attempted many times before,
but should it ever materialise, the UAE at least is a large player on the global scene.
The implication in Zineldin’s paper is that unless this area, rich in Arabic tradition
and heritage, abandons their traditional and ancient cultures and become 'westernised'
as in the case of the three major trading blocs cited above), the GCC will make little
or no impact on the international scene. This demonstrates a failure to understand the
future potential of the area, even without the massive oil revenues accruing to some
of the Arabic states such as Saudi Arabia, Kuwait and United Arab Emirates.
Traditional Arabic cultures are in no way incompatible with adaptation to the 'global
marketplace'. Indeed, one only has to go back to just before the 'oil boom', and one
finds that the Arab traders were at the forefront in overseas trading being a natural

link between east and west.

The relevance to our main theme and research hypothesis is that should the union of
Arab/Islamic states come about, the UAE will be ‘swamped’ with economic migrant
workers and one can theorise that these will come from countries like Sudan,
Somalia, Egypt, Yemen, Jordan, Pakistan, etc. Even when the construction boom is
over in the UAE (requiring armies of unskilled cheap labour), the standard of living
in the UAE will be much higher, compared to the standards prevailing in the
countries of origin. (For example, in Somalia, War Lords are fighting each other for
dominance and poverty abounds — a good incentive to migrate to another Muslem
country with a high standard of living and a peaceful environment. It may well be

that the focus of the nationalities of incoming labour will change, but the UAE
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authorities will be impotent to prevent the mass influx of foreign workers from the
developing countries within the expanded economic (and therefore political) Union.
(Of course, with freedom of movement, the workers will be quickly followed by their
large extended families). Additionally, this analysis should be informed by
government policy in relation to immigrant priorities: after locals, immigrants, or
foreign workers from Muslem countries in the expanded GCC, take first priority (all
the above-mentioned countries are Muslem) and, as this analysis has adopted a model
of an expanded GCC, Muslems from further a field, say Indonesia and Malaya will be
afforded the second priority and then finally non-Muslems. The government policy
was endorsed by one key informant who stated: “It is our absolute duty to look after
our brother Muslems. If they are having difficulties in their own countries, then the
Holy Koran tells us that we must not turn away from them. If that means they should

come to UAE for a better life, so be it. That is our sacred obligation,” (Sieikh Abdulla Bin

Ham)  The statement also endorses the statement above that suggests that Islamic

principles underpin all activity in this Muslem state, social, economic and cultural.

Today, however, the evidence suggests that as a generalisation (which is narrowed
down below), the Arab world has not sufficiently liberalised its economic endeavours
to participate fully in the opportunities afforded by globalisation. A small single
country standing alone could never hope to achieve competitive advantage against a
large economic bloc; the bigger the bloc, the greater the advantage. For example,
what will be the fate of small Arab countries such as Lebanon, Libya, Bahrain, Oman
and Qatar, Yemen, etc. if they stay outside an economic alliance? There are signs,
however, that the position is changing and Saudi Arabia is an example of economic
changes occurring within the GCC whilst still retaining its traditional culture: e.g. 100

percent ownership of businesses and land by foreign nationals.

There is an irony in the smaller countries of the Middle East staying outside a system
of regional alliances. Let us follow the inherent logic that can be illustrated by
reference to Kuwait. Kuwait is rich in oil and gas deposits but it is dominated by the
defensive treaties that exist locally and historically which force this small country to
rely totally on the United States for protection from the aggressive designs of external
forces. Kuwait has very low density of population, high per capita income, a heavy

reliance on ex-patriot labour force, a narrow decision making base and ideological
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tensions with the states of the region. Collectively, these factors contribute to
Kuwait's political and economic vulnerability. Its local population, without ex-patriot
labour, certainly is inadequate to sustain viable economic growth. As the words of
Dr Saeed Al-Shaikh (Chief Economist NCB and Financial Advisor to the GCC),
succinctly suggested when asked specifically about the role of foreign labour;
“Without human capital you cannot add value to the economy. Economic growth will

not be sustainable. This provides us with a great challenge.” (™2 Primary research interview)

One the major objective of all Arab states is the goal of 'localisation' (also referred to
as ‘nationalisation’); that is to have a developed and skilled local (indigenous) labour
force at all levels needed in the economy. Reliance on westernised expertise, for both
economic and defensive reasons, serves to induce a culture change and (according to
the primary research informants) thus diluting the traditional Arabic culture. Without
local socio-economic integration between Arab states in the region, there is no
independence from the reliance on the West. The UAE has 98 billion barrels of
proven oil reserves that is greater than those of Kuwait and Iran and are five times
those of the United States and it too is highly dependent on the West for its physical
security, but it has signed a defence pact with France in 1995, Britain in 1996 and
Turkey in 1997. The two Gulf Wars and the ‘War on Terrorism’ have also upset the
political balance. Too great dependence on western nations or blocs, is not to the
benefit of Arab nations or traditional Arab culture. Conversely, the United States is
anxious to perpetuate the status quo as it depends on the Middle East for nearly half

its oil imports, giving the US a big incentive to intervene when changes appear likely.
3. The Concept of the Middle East

The second definition, or concept (after globalisation), that we need to address relates
to the area known as the Middle East’. Since the term (or concept) will be used
frequently, and to convey a highly specific meaning, it is essential to define the
concept at the outset and relate subsequent analysis to this working definition. The
boundaries of the Middle East are defined differently depending upon which factor is
used. The most commonly used factor is the Islamic religion. In such a way, the
Middle East would include in addition to the Arab world, some of the newly
independent states of Central Asia such as Kazakhstan and Uzbekistan, Afghanistan,
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Iran, Pakistan, Malaysia and Indonesia. This study, however, intends to concentrate
on the Arabic world and it is worth recalling that some 90 percent of all Arabs are
Muslim, Veir 2000 PSOL) Tpere are approximately one billion Arabic-speaking people,
but the Arab world comprises about 280 million distributed in about 20 countries.
(Zineldin, 1998, p6) These are linked by a common heritage, culture, language and, in most
cases, religion, but with extreme differences in political orientation. Even within the
GCC region, one can contrast the attitudes prevailing in, say, Saudi Arabia with UAE.
Living standards too vary enormously, ranging from affluence in the oil-rich Gulf
States to dire poverty elsewhere (particularly in the Muslim states of North Africa,
such as Sudan, Ethiopia, etc.

Additionally, the great shortage in the UAE labour force is for ‘knowledge workers
and particularly college-trained technicians and it is unlikely that the importation of
Sudanese labour will be able to satisfy this increasing need. None the less, Etisalat,
currently the monopoly telecommunications company in UAE, have just announced
that they are opening a technical college in Sudan; “to train the Sudanese as
technicians”. One suspects that, in future, Etisalat will be looking west for their

technicians, rather than, as now, looking east to India.

Despite the primacy of internal factors in the Middle East, individual countries have
already felt the impact of a spreading global economy. European colonisation of the
Arab region began in the early 1800s. Britain and France effectively controlled most
of the Arab world until the mid-1900s. Two events occurred which still have
considerable political repercussions: the establishment of the State of Israel and the
discovery and exploitation of oil. The region has continuously attracted foreign
intervention in one shape or another. External influences have, for the most part,
helped bolster the state in the region and the Western powers, for the last 50 years,
have promoted and protected the political status quo through the support of the
conservative oil-producing states, arms sales to friendly regimes and direct and

indirect intervention.

The long-term impact of globalisation on the state in the Middle East, through a

whole range of economic, cultural and political interactions, may have the reverse
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effect. Globalisation may actually weaken the position of the state in favour of the

establishment of strategic alliances and international joint ventures.

Currently, the region is experiencing a particular form of economic development in
which the values, norms, customs and patterns of behaviour that characterise a
regionally based and religiously justified culture are being challenged in a variety of
societal contexts. National economic planning looks to a growth in GDP of about 10
percent per annum (Pector of the Ministry of Planning, Statistical Office). ) ¢\\ctain this rate in the
long term, UAE needs to balance a reduction on the reliance on oil revenues and a
concomitant increase in its secondary and tertiary sectors of the economy,
construction, manufacturing, agriculture, banking and finance, leisure activities,
aluminium and mineral production, etc. To sustain this strategy, there clearly needs

to be available a viable pool of cheap foreign labour.
4. Planning and Managing Change

Planning and managing change is an all-pervasive concept that, the research for this
study suggests, is grossly under estimated by the opinion formers and decision takers
in UAE society. > 89 percent of the key informants did not have a strategic approach
for planning and managing change. The hypothesis set for this research is based on
the declared position of the government that it would be in the nation’s best interest to
reduce radically the proportion of foreign workers in the labour market in UAE.
Clearly, the current percentage of foreign labour is approximately 91 percent (there is
a large contingent of illegal workers outside this official percentage), but if the
government targets to reduce foreign labour to 50 percent by the year 2010 are to be
realised, considerable change will be required in the composition of the labour force

and the transition of locals from the public to private sectors.

The contention throughout this thesis is that the stated government targets are
unrealistic and cannot be met. The current programme of privatisation,
diversification and globalisation needs cheap foreign labour; foreign labour because
the locals will not take jobs in the service sectors, manufacturing, construction,
agriculture, etc. The very areas that the government has earmarked for expansion.

The same goes for attracting foreign direct investment. Foreign investors will not
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invest in UAE if there isn’t an adequate pool of cheap labour. So, contrary to stated

government targets, it is argued, that the proportion of foreign labour will need to

increase in size to sustain economic growth.

It has long been an accepted axiom that ‘the only constant is change’, but now it is the
‘pace’ of change that provides the imponderable. ‘Where is the change leading?’ one
might well ask and, the irony is that in an oil-rich country like UAE, the answer
would be away from the exploitation of these fossil fuels. All governments in the area
have agreed that too heavy reliance on oil revenues is counter productive. They have
found this to lead to instability in the preparation of national budgets and volatility in
the revenue available from this source. So the inevitable conclusion has been that
‘change’ is imperative and this study this built upon the assertion that much
competitive success derives from the way in which private sector businesses plan,
understand and manage the dynamics of change. (Diversification is inevitably
accompanied by a diminution of the public sector and the growth of the private

sector.) There are no universal laws for the management of change Fetigre and Whipp.

(1991, pp.194-137) and each business and the goods or services of that business, must be
dealt with on its own merits and programme. However, in planning any changes, one
must acknowledge that there two factors to be accounted for; the ‘system’s
intervention strategy which is non-problematical and the outcomes predictable and
quantifiable and so can be planned and costed in detail. This is a change involving
‘things’. The second factor is the human element and involves people and can loosely
be called ‘organisational development’. This is the substance of culture change, a
departure from tradition, the involvement of human emotions and feelings, the hearts
and minds of those who have been socialised into the traditional Arabic culture. As
we shall see, this aspect is far more complex and ‘messy’ % AT 1993, Pp47-54) ey
should we change to fit in with westernised social models, our culture is over 5,000
years old and our Holy Koran is the model which doesn’t change and provides us
with stability, fortitude and endurance.” This comment, although not necessary
typical of a majority of interviewees, does provide some insight into the emotional
resistance to change. The irony is that this is anchored on a misinterpretation of the
Holy Koran that states that one must treat all workers with dignity, trust and respect

and those managers should conduct a ‘participative’ management style with bottom

. (Al IMRAN 159, Sec Hamdan, S.H., 2003, p.117.)
up consultation. ¢ P
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The degree of understanding of the dynamics and of planning change was
encapsulated in the all interviews with senior managers. Very few of them (<10) did
actually appreciate the complexity involved in careful planning and the high rate of
unsuccessful change programmes due to this lack of understanding. For example, all
of the ‘interviewees’ accepted the need for constant change to aid competitiveness,
but constant change also requires constant re-skilling and updating and they failed to
appreciate that in business, the need for quality and competence is not based on a
person’s country of origin. Similarly, this change concept also applies to technical as
well as managerial staff (possibly more so). It applies to all labour, whether
indigenous or foreign. In pursuance of the hypothesis, the author has developed an
Organisational Change Programme (Chapter 9) and this illustrated the point that
employers still have a long way to go to perfect ‘the Learning Company’ and Kaisen.
Senge stresses that company survival depends essentially on the maintenance of the

‘learning organisation’:

“In the long run, the only sustainable source of competitive advantage is your

organisation’s ability to learn faster than its competition™ (Senee: The Fifth Discipline
1990, Front Cover)

However, as we shall see, although the concept of ‘developees’ within a ‘learning
organisation’ is applied generously for the indigenous population, it is almost non-
existent in the expatriate worker who represent something over 90 percent of the total
labour force in UAE. In the main, the expatriate sector is on short fix term contracts.
Further, the Japanese writer has written on the related concept of ‘Kaisen’ and
explained in his book Kaisen — The key to Japanese competitive success, that the

concept involves:

“.. a gradual and orderly continuous improvement involving everyone
including both management and workers... * M. Imai, 1986, p-3
However, this shows that on a competitive basis in a global operating environment,
fiscal viability involves change and performance and operational improvement.
Changes are required in the way things are done, changes in the processes and
systems and changes in the behaviour and culture of teams of people and individuals.

Whether a quality improvement programme €ncompasses the whole organisation in
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‘macro’ change, or whether a team of people are involved in a reorganising their
business unit at the ‘micro’ level, the same principles of change management apply.
However, in the primary research for this thesis, the principles of change management
are not applied universally or equitably among the labour force and the whole sub-
structure underpinning the corporate strategies are, as we shall see, largely based on
the maintenance of traditional working methodology — the status quo — whereas the
new order of globalisation requires a fundamental and structural change in attitudes,
culture and practice. According to the key informants, (more than 90 percent), a
worker gets approved a training and development programme based on whether s/he
is a local or expatriate. So, in analytical terms, the foreign labour which represents
over 90 percent of the labour force, receives a smaller amount of training than the less
than 10 percent of locals. Training and development opportunities are clearly
allocated on a very selective basis and it is the private sector which loses out due to
the employment segmentation. Fewer training opportunities in the private sector
means lower performance leading to smaller profits. Here we see the relevance of
Maslow’s ‘Hierarchy of Needs Theory’ for both segments of the labour force. On the
one hand, the locals do not wish to lose their personal esteem, which are equivalent to
Maslow’s higher order needs. They claim ( in many interviews) their dignity will be
removed by working for the private sector; “It will bring shame, discredit and
humiliation” was a frequently heard response. The foreign workers, on the other
hand, needed above all security of employment, intrinsic motivation, perception of

“fair treatment’, building of their self image, etc; Maslow’s lower order needs.

From an emotional and pragmatic perspective, change management conveys a
negative aura that is perceived in terms of layoffs, re-skilling and downsizing. In this
sense, the terminology works against the protagonists for change because of its
negative connotations and rigid and inappropriate attitudes and in turn discourages
managers in the UAE to engage in management strategies that involve facilitating
organisational change. Confirmation will be provided that this ‘negative’ attitude
prevails among the decision makers and opinion formers and apart from some
enlightened leaders (Most notably the Crown Prince of Dubai, Sheikh Mohammed
Bin Rashid), strategies are not widely applied in the UAE suitable for the new
globalisation, privatisation and emiratisation order and this will be confirmed during

the case-study analysis below. The status quo provides an illusionary safe, secure and
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profitable economic environment and, as two of the founders of the field of
organisational development, Beckhard and Harris, stated in 1987, “Change is not a
neat sequential process”. (Beckhard & Bartis, 1987) 1 \ 120 116t be a neat process, and it will
almost certainly involve a good deal of upheaval and reorganisation, but change is an
imperative in the UAE and the process typically “will be modelled as a three part
process that takes a flawed organisation, moves it through an arduous transitional
stage and deposits it at the end in an enriched, desired state. Kaner. Stein. & Jick, 1992) ;¢
process actually involves the UAE companies to appreciate the need for economic
diversification to equip them to compete on a global scale. The decision makers
must be awakened to this new reality (imperative) and flexibly disengage from the
status quo by recognising that its continuation is no longer an appropriate or viable
strategy. Recommended here for the opinion formers in UAE is a holistic and
integrated approach to this change process as Kanter et al argues that change is only
successful when the entire organisation participates in the process. A General
Manager of an oil field rental company summarised the reality of the situation: “As
far as managing change is concerned, standing still without change actually means

that the business will be going backward”.

The people who comprise any organisation can be categorised into three broad
change categories: change strategists, change implementers and change recipients. In
UAE in general, the strategists can be considered tribally as the Ruling Family, the
Government and high ranking local leaders, the implementers are the senior
management and project leaders, and the recipients are typically the 90 percent or
more of the workforce which is overwhelmingly expatriate. To relate theory to the
practice in UAE, Pettigrew T8 %8> argues that change should be considered not
only in terms of processes (Process here is defined as the ‘how’ of change) and
systems, but that change should also be seen in the historical, social cultural and
political context (context is defined as the ‘why’ and ‘when’) of the organisation and
the change. (Pettgrew Ferlic & Mekee, 1992) petiorew and Whipp (Pettigrew & Whipp. 1991) take the
context issue further and propose that “Formulating the content of strategic change
crucially entails managing its context and process.” (Content is defined as the ‘what’
of change and is concerned with the areas of transformation.) The dynamics of
change, which includes forecasting, planning, implementing and evaluating, are all

essential skills and the planners of the macro economic environment within the UAE
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and beyond, need a profound understanding of these dynamics. A number of senior
planners were included amongst the ‘key informants, and interviewed. These
included in the public sector a planner for the National Qil Company whose concern
was ‘Corporate Performance’, for the monopoly telecommunications company, who
was concerned with post-deregulation and privatisation and also many managing
directors, general managers in the private sector (See appendix 5). It is essential that
we understand the dynamics of change, prior to embarking on the primary research.
Otherwise, without this understanding, the discussions and information gathered will
be rendered worthless To gain an insight to this change process, and the impact of
non-action in the UAE, we turn to the precursor of the change process, Kurt Lewin.

Kurt Lewin (Lewin, 1947, 1, pps. 5-41.)

proposed that organisations are systems that are held
in balance by equal and opposing forces. For the equilibrium position to be altered,
that is for organisational change to occur, there must either be a strengthening of the
driving forces or a weakening of the restraining forces. His ‘forcefield’ model
describes the process of organisational change as one of three stages: unfreezing the
current organisational equilibrium, changing to a new position and refreezing in the
new position of equilibrium. This still remains the accepted wisdom among many of
the management gurus and in most textbooks, but the version of stability is contended

here because of the emotional and attitudinal nature of essential and inexorable

changes in the Middle East, and therefore the ‘accepted wisdom’ no long applies.

Lewin’s assertion of the three stages of change may have been appropriate in the
1940s in the West (When Lewin was writing), but the claim here is that it is certainly
not appropriate in the UAE of the new millennium. The interview with the senior
planner at the telecommunications company confirmed the inadequacy of the ‘three
stage’ argument. He reasoned with justification that the company had to be prepared
for privatisation and this is a wholly separate process. Then comes the development
of the change strategy including downsizing, re-skilling, internal investment,
evaluation, etc. The next stage is to invite interested parties to tender, and so forth.
Clear stages in what he described as ‘incremental change’. Therefore, in the light of

the pace of change in UAE, Lewin’s change theory has been modified here from three

to five stages as follows:
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In this sequence, which is iterative and not linear, the basic premise is that change is
constant and change in the Middle East is no exception to this rule. The ‘unfreezing
stage’ holds the key to the success of the change project and this was explained in the
Holy Koran, long before Lewin wrote in 1947. The essence of the theory is that those
who are going to be involved in the changes should be consulted about the changes
and that ‘compulsion’ (to change) is incompatible with Islamic principles. Therefore,
the ‘unfreezing’ stages in Lewin’s model (as amended here) is an essential (but rare)

(in AL

. AL BAQA . i o
process in UAE. ( QARAH, .134, cited by Hamdan, 2003, p.119.). The Koran ‘OI'dCI‘S'

IMRAN 97, cited by Hamdan, 2003, p.117. o o . . .
4 P17 the ‘Participative Approach’ in which leaders and

subordinates should concert with one another before a decision is taken, in Islamic
principles, the decision making process should be shared. Lead to a decentralisation
of authority. “The leaders ask the subordinates to give suggestions, present their
points of view in order to reach sound, realistic decisions so as to achieve their best
performance”. There was little or no evidence of this essential ‘unfreezing’ approach

emerging from any of the 120 or so primary research interviews.

Figure 1 Revised version of Lewin’s 3 stages of change

Unfreezing

Lewin’s third stage was re-freezing, but if
change is constant, then the process must, at

Change
ke iy '> all times, be dynamic — not static. Constancy

is not compatible with change and evaluation
will bring with it another round of change —
(7
Evaluation Or else Why evaluate S .
Unfreezing ?
Change ;l
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Similarly, the Holy Koran is in favour of ‘participative authority’as a tool to secure
unity and involvement as well as the follower’s self respect. The ‘participative

approach’ to management is further endorsed in AL ‘IMRAN (1% cited by Hamdan, 2003,

117, . .
P117) and that the concept of managers concerting with their staff before taking a

decision, is ordered by ALLAH and pioneered in Islamic principles to foster sharing
in decision making leading to decentralisation of authority. Specifically, the leaders
ask the subordinates to give suggestions, present their points of view in order to reach
sound, realistic decisions so as to reach the best performance (AL ™RAN.97. cited by Hamdan,
2003117 1¢ is stressed throughout this thesis that Islamic culture is at the heart of all
activity in UAE. Without exception, all the Muslim ‘key informants’ expressed the
view that all employees were working for the good of Islam and of Allah and were
guided in their daily activities by the Holy Koran. Therefore the culture (the way we
do things) of this Islamic state should adhere to the teachings of the Holy Koran. The
paradox is that with one exception (the Human Resource Manager at Total, Fina, Elf),
all the other ‘key informants’ expressed the need for ‘strong’, ‘non-participative’
management, which is a cultural perspective not in keeping with the ideals contained
in the Holy Koran and therefore notionally incompatible with the indigenous cuiture

of the region.

The Holy Koran also incites those to resort to equity and justice in exercising one’s
seniority and power, to maintain rightful decisions even those that could be against
oneself as a manager. Resistance can be expected when those to be influenced are
caught in the middle of strong forces — some pushing them to accept change and the
other forces deterring them against accepting change. The resistance of those
responsible for implementing the changes is explained that this arises because of lack
of participation, which could be in the form of bottom up face-to-face
communication. AL MAIDAH, 1, p5, cited by Hamdan, 2003, p-116). - Ag Hamdan relates, “The
leader has to be what is regarded now as a democratic leader to incite participation in
decision-making and in setting objectives to reach a decision through upwards
communication from followers to the leader ...” (Sc¢ Hemdan 2003, p20%) Modern
theories on planning and managing change, including Lewin, provide solutions to the
prevention of resistance to change through effective communication, positive
motivation, participation and involvement and also the need for change and the

advantages of changing for the individual. Managers are called upon to be more
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moderate and realistic in their aspirations while, at the same time, be innovative and

alert to the need for change.

It is now appropriate to view the forces for and against change by reference to Kurt
Lewin’s ‘Force Field Analysis in relation to the Holy Koran and the management of
staff in UAE. As has already been mentioned, the way to bring about movement or
change is to minimise the restraining forces and maximise the impact of the driving
forces as in Figure 3 below. For example, if changes involve the use of new
technology some of the restraining forces are bound to centre on the issue of skill
shortages. This will involve emotional responses as well as knowledge and the way to
reduce the restraining forces is to provide reassurance, encouragement and re-skilling,
particularly to the insecure foreign workers who do represent the bulk of the labour
force. It must be remembered that this thesis deals with the labour force as a whole,
but from a local point of view there are two distinct sections within the labour force:

that of the local population and that of foreigners.

In relation to motivational drives, incentive schemes, job security, training and
development, working conditions etc. the overwhelming proportion of the labour
force that fall into the category of foreign labour, miss out on these crucial aspects of
human resource management and, as we have seen in the context of change
management, it is this category of expatriates that are largely responsible for
implementing the changes which are taking place. 4 priori reasoning argues that the
benefits referred to above, should at least be made available to this majority sector so
that its members can take ownership of the changes taking place and ensure effective

change implementation.

Two dynamic concepts have emerged in recent years from the field of organisational
development that are particularly relevant to the process of change. These are the
creation of the learning organisation and systems thinking. Both of these concepts are
covered below, but it is necessary here to stress that each of the processes are in a
symbiotic relationship and one must view them as an integrated ‘whole’: change is a
learning process and learning is a change process and thinking in system terms means

being aware of the web of interrelations that exists between the parts and also being

aware of the parts themselves.
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being aware of the web of interrelations that exists between the parts and also being

aware of the parts themselves.

Figure 2 Lewin’s Force Field Analysis

Restraining Forces Driving Forces

Staff Resistance to change Reassurance ahd re;

skilling
Fundamentalism 7 - =
E Globalisation
Isolationism —
=
— Oil Price Volatility
i
3
Traditional Culture
WTO/IMF/ILO/OPEC
influences
Oil and Gas Reserves
Budget Deficits

This model of Lewin is extremely practical in terms of diagnosis and problem

resolution.

If managers act in an autocratic, non-participative way, the ‘unfreezing’ process,
ensuring that the workers see why change is necessary and that the changes will be
non-threatening, the impact on those with a lack of training and lack of motivation
and insecurity, those who have the responsibility to implement the change programme
(usually foreign workers), will pre-determine this ‘change programme’ to failure. As

the primary research into the Role and Function of Women together with the specially
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application. This ‘implementation gap’ also refers to the gap between the ‘good
practice’ in the treatment of foreign workers, as outlined in the Holy Koran (as we

have seen), and the practice of everyday management and operations.

However, in the context of UAE labour force, without careful and comprehensive
planning and implementation, training needs and skills gap analysis, motivational
practice and the encouragement of team working by managers and the guidance from
the Holy writings, the best intentions of the leadership is to little avail. Trust is a
major determinant of intrinsic motivation, and in the working environment associated
with expatriate labour in all the Gulf area, very little trust exists between employer
(sponsor) and worker. This was all certainly indicated by the responses to the 1,000
questionnaires distributed as part of this primary research. As a result of information
gathered from the key informants, it is safe to conclude that the general attitude of the
opinion formers is that the economy of the UAE has developed in the preceding 30
years from a rural backwater reliant on small time agriculture, pearl diving and spice
trading to a booming economy based on oil revenues resulting in a high standard of
living for nationals. “We haven’t done too badly in the past”, was heard many times
in the primary research interviews. But, in relation to the provision of foreign labour,
the inherent weakness in the argument is that in the last ten years, reliance on the oil
revenues has fallen from 83 percent of GNP to 23 percent. Oil is a commodity that
has been avidly accepted into all industrialised nations in the past, but the programme
of diversification has met with increased global competition for the diversified
programmes; e.g. all the Gulf states are competing for FDI. Thus, the reasoning
posited here goes that new and innovative industries have to develop in UAE and for
this developed is it difficult to argue that UAE won’t need the large pool of foreign
labour to sustain its economic growth. But, in terms of government policy, argue it
does! Three further variables should be taken into account when considering the role

of foreign labour in the mid- to long term:

1. Bearing in mind that the oil revenues only represent 23 percent of the GDP,
and that this makes a considerable impact in monetary terms as the price of oil
is particularly high, currently at $67 per barrel. But in 1989, the price fell to
$9 dollars and it has been fluctuating ever since. It is for this lack of financial
stability that the government advocated and implemented a programme of
privatisation and diversification. However it is significant that when they
initiated this strategy, the price of oil was about $20 per barrel and the oil
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revenues contributed about 50 percent of GDP. It is feasible that the price of
oil will drop dramatically when peace comes to Iraq and the nuclear argument
is settled in Iran. When this deduction was put to the key informants, over 80
percent responded that the solution “was simple, we will just produce more
oil”. In these circumstances, the research had to act neutral and withhold
opinions to avoid influencing the responses of the interviewee, but the fact
remains that that the suggestion of producing more oil is impracticable as
OPEC sets the oil production targets and what the informants failed to
perceive is that UAE is pumping its permitted maximum at the moment. So,
bringing the analysis back to the role of foreign labour, if the oil exports
cannot realise enough foreign exchange, it is a sound argument to suggest that
other industries will, and they will need this pool of foreign cheap labour.

2. The comments and perception of the key informants cultivate the view that the
oil revenues will continue at their present pace and value. Supporting their
argument is the fact that there are proven oil reserves in UAE to last for over
100 years. But counter to this argument are the ‘conservation’ advocates and
the dangers of global warming as a result of the use of fossil fuels.
Increasingly, the industrial nations are striving to discover new and innovative
renewable energy sources and, as the saying goes, ‘Necessity is the mother of
invention’, and it is highly probable that in the short term, more and more of
these sources of energy will be utilized. Once again, it is reasonable to deduce
from this scenario that there is a direct correlation between having more
sources of renewable energy and a reduction in the price of oil and therefore
oil revenues. This makes the expansion of UAE industrial and agricultural
developments imperative, along with the pool of cheap foreign labour.

3. Presently, the high price of oil, as we have seen in (1) above, has enabled the
UAE to maintain healthy balance of payment surpluses that provide
considerable resilience against fiscal and financial turbulence the world over.
However, evidence from primary research interviews is that the government is
using the surpluses like a ‘cash cow’ in the Boston Matrix, to fund internal
and infrastructure improvements and it is not accumulating enough assets to
maintain its per capita wealth in the long term. (One must remember that Abu
Dhabi is the only Emirate that makes substantial profits from oil, it subsidises
the other 5 Emirates.) This expenditure is consumed by locals in some form
or another, which is their ‘birthright’, but whilst it is being directed toward
consumption, it is not being accumulated which would enable UAE to raise an
investment income for the longer term security. As a result, it is not
preserving its wealth from oil and if not halted, or a fiscal adjustment is made
in the patterns of consumption, or more non-oil sources of income are
developed, living standards will decline in the mid to long-term and global
and regional competitiveness will deteriorate. Once again, the primary
research interviews have left no doubt that the areas targeted for expansion are
manufacturing, construction, agriculture, financial services, banking, leisure
and recreation, the hospitality industry and aluminium production. [t cannot
be emphasised too emphatically that the key informants were in no doubt that
locals would not locate en masse to these sectors. Therefore the need for
cheap foreign labour will be crucial to sustain present standards and facilitate
economic growth in the UAE.
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[n addition, in times of change (extremely rapid change is occurring in UAE as we
shall see), the lack of trust emerges automatically as a serious barrier to progress and
competitive ‘added value’. In the UAE, the expatriates in the labour force want
reassurance that the process of change commencing currently has a predictable,
known route albeit that they will be treated fairly. They also want to know that those
charged with the responsibility of managing change, are capable of delivering what
they promise. Typically, an expatriate worker will be on a two-year fixed term
contract, will perceive that all change programmes inculcate downsizing and cost-
savings, and that the first to go will be the foreign worker. This results in the ‘locals’
(nationals) being very secure in their jobs and the foreign workers are demotivated
and subjected to fear — extrinsic and negative motivation. (See Lewin’s revised
Change Theory (p.72 above). This is the scenario that has featured heavily
throughout the research for this study. It is a view held by all expatriates, either
consciously or sub-consciously, and the converse is also true. As one Section Head
of the National Oil Company expressed his view; “It is our country, why should
foreigners get the rewards. We give them work, we pay them wages, more than they
would earn in their countries of origin, we provide them with accommodation, what
else do they want?” This was a manager of people, but clearly, he didn’t understand
what motivates the people he manages. It was the manager charged with the
responsibility of changing behaviour, but he clearly didn’t understand what motivates
and stimulates behavioural responses. How is someone who holds these attitudes
able to encourage their performance improvement? How can someone who is
responsible for human resource planning, not have implemented performance
enhancing strategies like the skills Gap Analysis and an effective appraisal system?
We will return to the topic of motivation, but suffice it to state here that satisfied and
contented workers are assets (not costs) to the company. It is the role of management
to convert this ‘enthusiasm’ into increased performance, contrary to the attitude
expressed above. When over 90 percent of the labour force is denied these basic
human resource principles, and economic growth is still above 10 percent, think how
much more effective the foreign labour would become if these training and

development activities were available to them.
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sector businesses and the skills that exist among locals who are scheduled to replace

expatriates within 5 years.
5. The Skills Gap

From the evidence of the interviews that were carried out for this study, the private
sector businessmen generally believe that there is a skills gap between the skills and
qualifications acquired by nationals from their colleges and universities and the skills
and qualifications required by the labour market. As a Senior Planner at the Etisalat
(Monopoly) Telephone Company (Government owned) bemoaned: “We have plenty
of engineers and scientists, but it is the technicians we are short of and even if they
are trained here in the Colleges of Higher Technology, they don’t want to take up the
work of technicians once they leave college. They feel (and their families feel) that
the work is beneath them. That’s why I still have to go to India to recruit
technicians.” The officer who said this is a local who is being pressured by his
employers (the Government) to employ only locals. The interesting corollary to the
Indian recruitment campaign is that Etisalat is now entering a joint venture with the

Sudan telecommunications company to train technicians in Sudan.

The skills gap is a diagrammatic representation of a ‘gap’ between the skills needed
in a present job, the skills needed in the same job in the future and the skills needed
for a different job in the future (say promotion, job rotation, etc.). It can be illustrated

thus:

Figure 3 The Skill’s Gap

Skills needed Skills needed Skills needed

currently by (Time) for same job  (Time) for different

employers ——> in future @~ =  jobs in future
Skills Gap Skills Gap
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This model in Figure 4 adopts the view that the only constant in organisations is
change and implicit in this adage is that the skills relevant today, may be obsolete by
tomorrow (represented by the time arrows), particularly when confronted by global
competition. The third box here can mean promotion (for locals) or job rotation. The
key here is competitive advantage and this is not achieved by having an outdated,
under skilled labour force. This is the whole basis of Kaisen, the Japanese concept of
‘continuous improvement’. The key to implementing this analysis is the appraisal
scheme and the skills involved in setting effective performance indicators. This
model relates directly to the differentials between locals and foreign labour and these
differentials, apart from retarding the processes of diversification, privatisation and
economic growth, the discrimination is in direct conflict with the guidelines of the
ILO (International Labour Organisation). The Principles of the ILO are unambiguous
and includes the provision for ‘equality of opportunity’ (See Appendix 6 for the full
set of ILO Principles) and it can be predicted that the ILO will be critical of this
differentiation before too long and it also has the authority to levy sanction against
states which do not comply with its provisions. None of the locals interviewed were
aware of the possibility of sanctions being imposed by the ILO. The theory
underpinning the ‘Skills Gap’ analysis should be used by managers for evaluating and
appraising their staff, regardless of their countries of origin. All staff should have
performance indicators and the gaps which are revealed by the Skills Gap Analysis,
should be filled by training and development. This is manifestly in the interest of
performance improvement of employees and ultimately to the benefit of the company.
One senior manager when asked about his ‘appraisal system’ says the he manages to
appraise about 50 staff in a month. Another said that his ‘secretary takes care of that
sort of thing’. Management theory suggests that it takes two whole days to carry out
an effective appraisal and these responses in the primary research by senior managers
is indicative of the lack of commitment they have to this all-important process of

future training and development requirements.

When large public corporations are privatised, both before by way of preparation, and
after privatisation, cost-reduction will be a major priority and experience in the Gulf
has shown that about half the staff will lose their jobs (either voluntarily or
compulsory). A good example of this is the Bahrain Telecommunications Company

that shed about 30 percent of its 2,000 workforce immediately on ‘privatisation’ in
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June 2003. ‘Batelco’, had a good record at that time for the percentage of nationals
employed, about 93 percent. It was revealed that the majority of the redundancies
were from amongst these locals. The remaining expatriate staff was essential core
staff. the locals lacked the skills required for the future privatised operations and the
willingness to re-locate to the private sector. The unemployed and job seekers will
face a different skills requirement of the private sector companies of the future and, as
one middle manager of a marketing company said in interview; “Why do I need to
attend courses, I have been doing the job for twenty years”. Hasn’t UAE and the
global market changed in the last 20 years?

In the 1980s, the UK Prime Minister of the day, Margaret Thatcher, needed to know
why Britain was falling behind economically in world competition, particularly in
relation to the performance of Japan, Germany and the USA. She commissioned three
major separate reports led by reputable academics and a businessman and all three
arrived at the same conclusion independently: that there was an inverse ratio between
the specific management training in the UK as opposed to the three countries named
above. The UK business only had 15 percent of managers who had had some specific
training in management competencies; the other countries had on average 85 percent.
Following the publication of these three reports in 1988, UK business schools
mushroomed and the MBA became a recognised business and management
qualification. The market for MBAs now, if anything, is over-saturated but, in the
GCC region, this is because there is obviously a demand for MBAs from private
sector companies. Few foreign workers will ever be afforded the opportunity to attend

these expensive development courses.

The reports commissioned brought about a totally new attitude to training and
development in the UK and the centrality of this strategy to regaining and
maintaining global competitiveness. The impetus grew and the authorities in UAE
grasped the notion of the importance of vocational training to commerce. Once can
almost say that the public sector was very generous in granting funds for overseas
training and development: but only for their local staff. Nonetheless, the process of

change had gripped the rulers of UAE and this was fed by the vocational development

of its own citizens.
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From a strategic and theoretical view, it is necessary to produce a model or
framework for the basis of change. In the UAE it is essential that the decision makers
and business leaders plan their change systematically. That is that they initially
establish a three-stage process: ‘where they want to be’ — their vision; they then work
out ‘where they are now’; and proceed with the ‘how’ of the strategy, ‘how they are
going to achieve their vision’. One established ‘tool’ in the West for constructing
such a business plan is the Ansoff matrix which deals with existing and new markets,
and existing and new products. As a ‘tool’, Ansoff aids the process of determining
the vision and how to achieve this in UAE as with the shift away from high
dependence on oil revenues, products, services and markets will inevitably change.

Ansoff is explained in Figure 5.

Figure 4 Ansoff Product/Market Matrix

Market Penetration Product development
(existing market, (existing market, new product)
existing product - )
Existing This is likely to involve
Markets Basically this is finding ways relatively major
to increase market share modifications to the

product or service

Market Development Diversification
(new market, (new market,
existing product) new product)
New Mark This depends on finding new This is the ‘quantum leap’.
i uses for existing products or It usually involves
service, and therefore taking substantial risk at
it into entirely new markets considerable cost, but it is well
illustrated in our case
studies.
Existing Products New Products

In his original work, Igor Ansoff stressed:

“The diversification strategy stands apart from the other three. While the
latter are usually followed with the same technical, financial, and
merchandising resources which are used for the original product line,
diversification usually requires new skills, new techniques, and new facilities.
As a result it almost invariably leads to physical and organisational changes in
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Quoted by Mercer, D. (1996), p- 172.

From the quotation above, we can now see the link between diversification strategy in
UAE involving considerable change for all public and private sector organisations
and a ‘distinct’ break with the past in UAE which will have gone from pearl diving
and agriculture, to oil production and oil revenues and now to building a global
tertiary economy to complete with the fully developed economies (and economic
unions such as the European Union) of the West and Japan. It should also be
remembered that diversification is a specific proposal of government. This transition
needs careful planning. There was little evidence of long term planning in the

interviews used as the primary research for this study.
6. Organisational Systems

As this study focuses upon the cultural, social and economic direction of the UAE
and its use of foreign labour, it is essential to gain an understanding of how the
politicians and business decision makers and problem solvers come to terms
strategically with the complexity of their external environment. Therefore, it does not
discriminate organisations by their type and purpose (i.e. profit or non-profit, public
or private, manufacturing or service, etc.) except to scrutinize their labour force and
the declared policies in relation to recruiting and developing national and foreign
labour. As far as the society is concerned, the ‘whole is greater than the sum of its
parts’, but to gain insight into the direction of society, it is essential to understand the
motivation, the cognitive and informational constraints, the incentives and rewards
systems, cultural perceptions of the organisation’s constituent parts — the labour force.
(March 1994; March and Simon 1993; and Simon, 1982, 19972, 1997 The foreign labour force will have
different perceptions of these attitudes and values from the nationals and therefore it
is generally safe to assume that foreign workers will have different motives from the
organisational goals. In this case, it is not the individual who is in conflict with the
organisation, but the society as a whole. As reflected in many quotations above and
many more to come, the foreign workers are ‘tolerated’ purely for utilitarian purposes
that the economy couldn’t function without them. This conflict is exacerbated by

differential treatment between nationals and foreign workers. The research suggests
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that such differentiation leads to a diminution of horizontal integration and an

undermining of vertical integration, with a lack of information (corporate culture)

being cascaded top down.

The individual workers normally have an impact on cultural change within the
organisation and, in turn, the organisation’s corporate culture will impact on the
perceptions, attitudes, behaviour and cognitive skills of its workforce. Top down,
changes in the corporate culture (‘what the organisation is’) are not too difficult to
manipulate and workers work in accordance with their manager’s requests — or,
motivation aside, they will lose their jobs and their residence visas. On the other
hand, the bottom up organisational culture (what an organisation has, or ‘the way we
do things around here’) is far more problematic and if the majority of the labour force
is marginalized in terms of lower salaries and benefits and poorer working conditions,
then all forms of integration tends to break down. In short, the strategic business
planning may be effective (doing the right things), but the implementation (in the
light of this research) is open to much improvement (that is, doing things right) and it

is not efficient.

Recognising that adaptation results from change and that each member of an
organisation can be an agent of that change, Handy provides the tools and insight to
adjust to the change process more comfortably and to perceive change as a growth
and learning experience which is contrary to the evidence from businesses gathered as
part of this study. Handy writes, “.it is often the little things in life, which change
things most and last the longest. (Hand: 1989, 213 Handy reasons that it is through the
process of adaptation to change that individuals, organisations and society in general

will benefit. This theory is based on three assumptions:

e that changes are discontinuous and not part of a pattern, and that the discontinuity
is confusing and disturbing, particularly to those in power;

e that it is the little changes that can make the biggest differences in our lives, even
if these go unnoticed at the time, and that it is the changes in the way our work is
organised which will make the biggest differences to our lives; and

e that discontinuous change requires upside-down thinking. According to Handy

(Handy. 1969, p32). ;, nide-down thinking refers to new ways of thinking about familiar
things so that new energies are released and anything is possible.
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Not only does this structure facilitate the employment of the buying in of services as
necessary and in so doing experience cost-reduction (particularly in fixed costs), but
it is Handy’s premise that businesses are moving away from labour intensive
manufacturing and moving toward knowledge-based and service organisations.
Nonetheless, reducing the ‘core’ is tantamount to reducing the employment of, and
opportunities for, the local labour and, by extension, it will increase the need for
expatriate labour in the ‘flexible’ sector and ultimately in the contractual segment (as

cleaners, security guards, cooks and waiters, etc.).

Although Charles Handy formulated this theory in 1989, when UAE was in a very
primitive stage of international enterprise, this theory, as well as all the others
outlined in this chapter, applies directly to developments in the UAE. The problem is
whether or not the ‘Captains of Industry’ are aware of these changes occurring in
international commerce and whether they are prepared to initiate and embrace the
changes that are urgently needed. It is well known that ‘top down’ change must be
seen to be supported by those at the ‘top’, in the UAE situation, there are locals at the
top in the public sector who appreciate and understand the changes but, conversely,
93 percent of the labour force comprises expatriates. In relation to Handy’s theory,
empirical research suggests that the foreign workers are only interested in keeping
their jobs and their residence visas and conversely, and for our purposes, for the sake
of economic growth and stability, the UAE needs more, not less, foreign workers to
fill the gaps in what Handy refers to as ‘service sectors’. Arising from this analysis,
another ramification of Handy’s theory is that the core is reduced to lower costs and
the expertise is ‘bought’ in as and when it is needed. The ‘core’ comprises mainly, if
not exclusively, locals and this development will, certainly in the privatised sectors,
force the downsizing and ultimately the redundancy of the locals. This is no longer
theory but we have practical examples, and we have already seen this actually
happened to the staff of Batelco (Bahrain Telecommunications Company) when the
Bahrain government deregulated and privatised the company. In a primary research
interview with a key informant of a public relations company, the interviewee said;
“Downsizing was inevitable, but the company went through three phases; firstly it
invited any local staff over 50 to apply for early retirement, then it invited all local

staff to apply for voluntary redundancy, and finally the company looked at skill
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requirements and skill levels. But I have to emphasise that although the aim was to
downsize about 30 percent of local staff, at all stages there were generous provision
made and very few of the selected staff were unhappy with the terms offered. Of

course, this did not apply to the contracted (foreign) staff, their contracts were simply

cancelled,” Managing Director)

At this point, three points emerge which will be noted here, but will reoccur
throughout this thesis. These points are fundamental to an understanding of cultural

‘relativism’ in the UAE and beyond. These can be examined in a logical sequence.

1. That the definitions of the concept of ‘culture’ assume a homogenous cultural
entity. Behaviour is considered to be the results of shared norms and values,
but the very opposite is the case with the organisational culture as diverse and
heterogeneous as anywhere in the world. There are principally three main
groupings which this study focuses upon: (i) Locals or nationals, employees
who were born locally; (ii) Arabs/Muslims from other parts of the Middle East
and (iii) foreign/expatriate labour, usually from the Indian sub-continent or
southern Asia. These divisions will be shown to be most significant in the
ensuing analysis.

2. Arising from 1 above, the culture in UAE and beyond is for a ’strong’
management styles and any liberalisation and democratisation is seen as a
weakness on the part of management. This has long tradition in Arab history
and is always accepted. About 85 percent of the empirical research informants
accepted the position of ‘strong management’. ‘Strong management’ can be
related to ‘Tells’ on the Tannenbaum and Schmidt continuum (TePrenbaum &
Schmidt, 1958 paradoxically, this management style goes contrary to the
teachings of the Holy Koran (4! BAQARAH. D and contrary to the tenets of good
practice that is routinely used in the West and particularly in Japan. The model
is consistent with the teachings of the Holy Koran and basically follow the
pattern below:

Clear job expectations

Feedback on performance

Motivation

Develop knowledge and Skills

Provide organisational support

Provide understanding of the importance of the Environment

It is suggested here that the starting point for this proposition is the ‘Skills Gap’
analysis which has been outlined at Page 78 (Figure 5) above.
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3. This leads to the third variable in this brief examination of organisational
culture, that of cultural control and the notion that a unitary culture permeates
throughout the organisation. Let us return to Scholl ®®® and look to his
‘outputs’ of culture. These are the points brought out in his article and these
also presents us with a paradox in the context of the Middle East:

Innovation versus stability

Strategic versus operational focus

Outcome versus process

Task versus social focus

Team versus individual orientation

Customer focus versus cost control

Internal versus external orientation

Basis for commitment of organisational members
Power distance

Conformity versus individuality

Ad hockery versus planning

Centralised versus decentralised decision making
Cooperation versus competition.

The inconsistency arises when one considers that all of these variables are covered by
the teachings of the Holy Koran, which is the basis of Muslim culture in management
(See Hamdan, 2003). 11y practice, as this study suggests, there is a large ‘gap’ between the
teachings of the Koran in respect of human resource management and the practice of
this employment of staff. Indeed, in interviews with ‘key informants’, the interviewee
has said that staff should be treated differentially (in accordance with the 3 categories
listed above), and that ‘foreign workers’ should not be given staff development,

permanent contracts or rewards in accordance with their abilities and aptitudes, but

related to the pay in their countries of origins.

Related directly with the costs of employing foreign labour are the additional
government costs recently imposed (early in 2005) on potential employers. The
objectives of this imposition are clearly determined to inhibit the use of foreign
labour and particularly in the unskilled category. The government has now divided,

‘to ensure the mix of nationalities within the workforce, and also to provide jobs for

UAE nationals’ into three categories.

Category A
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Categories with less than 30 percent of the workforce are from one nationality and at
least 2 percent consisting of UAE nationals.

Category B.

Companies that have between 31 percent to 74 percent of their workforce are from
one nationality, no UAE nationals. These companies must pay up to Dhs 3,000 bank
guarantee for each worker for up to 500 workers and Dhs 1,000 for any extra

workers. If a company remains in Category B for more than three years, the Ministry
may cancel it licence.

Category C

Companies which have 75 percent or more of its workforce from one nationality, no
UAE nationals in its workforce, or employs workers with violations against them.
These companies must pay a Dhs bank guarantee for each worker. If a company
remains in Category C for more than three years, the ministry may cancel its licence.

Sample increase in costs for companies in Category B with, say, 500 workers.
Previously, the total costs of employing foreign employees were Dhs.333,700. In
2005, this has now increased to Dhs.1,420,000, (Gulf News, 20 August 2005, pp23). (3 oo yrse,
this is prohibitive, but that’s exactly what the government intended. But in analysis it
can be perceived that the companies which will pay the heaviest costs will be in the

areas which have notoriously difficulties in persuading local into their industries:

Manufacturing, Construction and Agriculture.

One empirical research interviewee commented “ ... he couldn’t afford to employ a
national as they demand salaries which are too high and conditions of service that are
too demanding. My company pays Dhs 4,000 for a highly qualified Indian engineer,
whereas a local would demand at least Dhs 10,000. Hiring a national was not
possible and be competitive”, (4 Genera! Manager of an engineering company ininterview). The curious
element here is that the imposition of the new manpower costs relate to the
employment of unskilled labour, but they still apply to the employment of foreign
‘knowledge workers’. The mystery here (in relation to the working hypothesis) is that
logic dictates that the problematic imposition of statutory fines and taxes will not

resolve the shortage of local labour; it will not relieve the disproportionate numbers

of foreign labour and permit companies to stay competitive.
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000

Armstrong “% suggested that skill development programmes should not only

support the achievement of business strategies, but development should have a
positive role in contributing to the attainment of the business objectives. Most
relevant is Armstrong’s next point: “To do this it is essential to develop the skills base
and intellectual capital the organisation requires as well as ensuring that the right

quality of people are available to meet present and future needs.”

This differentiation, between local and foreign labour, is a major factor to emerge
from the interviews. When one remembers that the overwhelming majority of
employees in the private sector (where performance improvement and cost reduction
is imperative) the calibre of managerial informants should have been concerned to
elevate the status of staff motivation, performance improvement, planning and
managing change organisational development and integration and vision planning and
cascading and the construction of corporate objectives and mid- to long-term business
planning. (The ‘Learning Organisation’ is discussed in Chapter 9). The evidence
suggests (out of 420 returned questionnaires, not one respondent knew their
company’s vision) from the primary research for this dissertation that the pace of
economic progress can not only be sustained but accelerated if the above-mentioned
management strategies would be applied to the 93 percent foreign labour force as
well as the 7 percent locals. However, the government of UAE is still focusing on
halving the number of foreign workers by 2010 and therefore there is no incentive to
build teams, promote merit in foreign workers, provide adequate staff development,
and afford equity in salaries, benefits and job security for foreign workers. Clearly
there arises the tension between locals and foreigners, and the rewards offered by the
foreigners in UAE in comparison to their countries of origin in South East Asia and

between the public and private sector jobs.

The research hypothesis for this dissertation is concerned that the continued
employment of foreign labour is essential to sustain economic growth in a future that
is designed to be without substantive oil revenues. The analysis and conclusions
above, compounded by the ensuing chapters, conclusions and recommendations, tend

to prove the research hypothesis even though it conflicts with the official government
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policy. The dissemination of this information among the opinion formers a priori

will represent a valuable contribution to existing knowledge.

We conclude this theoretical analysis of the position of foreign labour in the UAE
with an outline of the major problems which, in more practical terms, the rest of this
thesis will address. Conclusions will be drawn and recommendation made at the end

following further analysis.

7. Problem Definition

As Heraclites remarked over two thousand years previously, “Nothing is permanent
but change”, but he could have hardly visualised the pace of change which has
gripped UAE society in the past 40 years. The problems we will be addressing in this
thesis relate specifically to the rapidly changing nature of labour in the UAE society
and the ‘ad hoc’ measures introduced to exploit the oil riches from the late sixties.
The context of the thesis, the primary research and research hypothesis, are all related
to the changing composition of labour within the UAE labour force and the
parameters of the research has been confined within the extraordinary nature of these

changes.

The roots of the problem of labour segmentation can be traced to the discovery and
exploitation of oil in the early 1970s which coincided with the formation of the State
of the United Arab Emirates. However, one cannot just identify a single problem,
this is too simplistic. It is far better to perceive that there are a number of ‘problem
areas’ that are in urgent need of investigation and these can be viewed as clusters of
problems. However, for the purposes of administrative convenience and clarity, these
will be expressed individually. But one must never lose sight of the inter-relatedness
of the issues and if one views the UAE society holistically as a ‘system’, one must be
aware of the fact that changes to one part (sub-system) of the system will impact on
all other parts. Thus we see that the traditional occupations of agriculture, pearl
diving and fishing were coming to an end (in the case of pearl diving the changes

were brought about by the advent of the cultured pearl in Japan), and simultaneously
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the structural changes brought about by the discovery of fossil fuels. This was labour
intensive and called for a massive influx of foreign largely unskilled labour which, in
turn, brought about changes to the economy from primary, to secondary and then
tertiary production — all requiring different levels of skills and an indeterminate
amount of labour. As the training Manager of newly privatised ADWEA pointed out
in interview, “each of the changes was historic, but collectively, they were both

incremental and transformational”.

In brief, these problems are focused thus:

o There is a government target to localise (nationalise) the labour force by 2010 to
realise a 50 percent ratio of nationals and expatriates. Officially, it is argued, that
this will increase productivity, contribute more effectively to GDP, provide a
more loyal and dedicated ‘national’ workforce and distribute the wealth of the
nation to where it legitimately belongs, to nationals. Presently there is a
approximately 91 percent expatriate labour with the private sector labour force
and it is the contention within this thesis that the official ‘targets’ for
nationalisation are unrealistic and going to be extremely difficult (if not
impossible) to achieve. (This was discussed with the Director of the Employment
and Skills Development Centre — part of the Government’s ‘The National Human
Resource Development Authority’, which is charged with the responsibility of
providing employment opportunities, training and counselling to locals and to
reduce the reliance on expatriate labour. Mr Ayesh Al Barguthi admitted that it
was an optimistic target but he insisted that much of this target could be achieved.
The interviewer here expressed a conflicting view By its very nature, this was
more of a dialogue and it was the only interview where the author expressed an
opinion). That it was totally impossible to reduce 93 percent of the labour force to
50 percent within 12 months without a deep recession (which nobody wanted)
and that, on the contrary, the UAE would need to import more expatriate labour,
not less, if it is to maintain its ambitious growth programme. The author then
pointed out that many of the jobs where expatriate workers were located
(construction and services, for example), locals avoided and Mr Barguthi then
went on to say; “We are into a period of culture change where locals need to
understand that if they want to work, they will have to take jobs which are not
necessary their first choice.” Nonetheless, culture change is a slow process and
cannot be achieved in the short term and this presents a major problem area.

e Far from declining, the expatriate population is actually increasing faster than the
national sector. In Dubai, for example, in the year 2001/2002, there was an
increase in the issue of labour visas amounting to some 60 percent. The major
problem here centres on the difficulty of persuading nationals to take-up
employment in the private sector generally and particularly the service,
construction, agriculture and manufacturing segments. These segments are the
drivers for economic growth and collectively the main contributors to the growing
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p.ros.pqit.y of the'nati'on. The reliance on oil revenues (public sector) is rapidly
diminishing and, inevitably, so will the workforce within the public centre.

» Here we have a paradox. The government is progressing its programme of
privatisation. Essentially, this involves a downsizing in the labour requirement for
the public sector and the concomitant increase in labour needs for the private
sector but, simultaneously, the national population leaving secondary school and
colleges is rapidly increasing. Compound this by the preferences of nationals to
seek work in the public sector and it is clear that currently the public sector is
‘over manned’. This is a problem that, it is argued here, will exacerbate the
unemployment of nationals in the next decade and the manifestation of this trend
will be examined both by secondary sources and private interviews with decision-
makers.

e The above paragraph is indicative of the root cause of the labour difficulties: that
is, the ‘nationals’ seek secure, highly paid, good working terms, benefits and
conditions, jobs in the government or public sector ‘befitting their status as
nationals’. (This was mentioned in interviews many times, particularly by staff of
the National Oil Company.) Here, terms and conditions are related to the cost
(standard) of living within UAE. In the private sector, the salaries, benefits and
terms and conditions are related to those prevailing in the countries of origin —
Indian Sub-Continent and South East Asia particularly, where wages are low,
conditions poor and job security non-existent. In the UAE (and elsewhere in the
Gulf), expatriates work on short, fixed-term contracts based on the employer’s
sponsorship and the acquisition of a resident’s and labour visas. This
‘differentiation’ in terms and conditions of service is contrary to the directives of
the International Labour Organisation ©* #PP% ©  Eyrther, the public sector
employers pay locals family allowances. But they do not do the same for
expatriates. Ultimately, this will present an issue for the shareholders in the public
sector companies, and the differentiation between payment to locals and not
expatriates may be taken up by the International labour Office, but currently it
seems routine and the problem appears to be in the future when the public sector
comes to privatise or the ILO complains.

e There is a government policy for diversifying the economy away from its hitherto
heavy reliance on oil revenues. (Diversification here can be defined as ‘new
products, new markets.) This policy is based on the volatility and unpredictability
of the oil markets and the price fluctuations. A more stable economic base is
urgently needed and Dubai provides a good example of this policy in action with
oil revenues only contributing 7 percent of GDP in 2002. The problem here is that
this programme involves a process of de-centralisation and privatisation. Foreign
Direct Investment (FDI) is the process of encouraging foreign businesses to invest
resources within the UAE and in the competitive global environment, this will
only happen if the businesses can maximise their return on capital invested and
reduce costs, including labour. All other things being equal, if the cost of labour
for expatriates is much less than the cost of the local labour, it follows a priori
foreign investors will insist on using the cheaper option.
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o The private sector comprises the service, utilities (such as water and electricity),
manufacturing and construction industries. Typically, because of the shortage of
nationals who are prepared to work in this sector, employers not only choose the
expatriate option because of cost but availability needs to be added. The
indigenous Arab population, unlike their fathers before them, are loath to work in
occupations that will diminish their social standing in their communities. System
changes can be made to happen very speedily, but such a cultural and attitudinal
change will take a few generations. The research for this thesis has confirmed that
with the summer temperatures exceeding 50° Celsius, it is rare to find a national
prepared to work in a manual capacity in these conditions.

* Accommodation and food allowances are usually paid to the foreign workers, and
this basically provides for most of their needs. The balance of their income is
mostly sent ‘home’ to their families, which is a considerable drain on the UAE
economy.

e The UAE is a signed-up member of the WTO, OPEC, World Bank (the last
meeting of the Board was held in Dubai in September 2003), and the ILO — an
agency of the UNO. All these organisations are able to, and do, impose conditions
on the government of the UAE and one of the contentious issues is for the future
is going to be the differentiation between local and foreign labour conditions and
benefits. The ILO has already ‘warned’ Bahrain against the practice of
differentiating between the two groups.

e Reform of the labour laws is an absolute necessity as they are currently too
restrictive. Being able to hire on a basis of meritocracy as well as the ability to
terminate under-performers is essential for the successful competition of the
private sector on the global market. Linked to this, allowing women to work and
(initially) securing for them positive discrimination, is of the utmost importance.
As one women interviewee complained, “How can we compete commercially, if
over half the potential labour force is left out”. This particular interviewee was a
qualified engineer Team Leader but couldn’t accept further promotion as it would
mean shift working.

e There needs to be a closer relationship between business and education and
training. The Arab corporation must provide on-the-job training, work experience
and involvement by managers in the development of the curricula in colleges and
universities. Possibly, consideration should be given to the adoption of the NVQ
system that is so widespread in the UK. All this should satisfy the needs of the job
market in every area and sector of employment. Some large corporations have
excellent vocational training schemes running, e.g. Etisalat and Adnoc in Abu
Dhabi, but it are the jobs involving ‘knowledge workers’ (technicians for
example) for which there is a desperate shortage. As part of the primary research
information gathering there was an interview with the Director of Employment
and Development Skills Centre at the organisation called TANMIA which has
been given the responsibility of finding jobs and the training and development of
locals. But for now, it is worth simply commenting on a recent report of
TANMIA. It relates to TANMIA signing contracts with institutions to provide
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vocational training for locals. The strange thing is that TANMIA has signed
contracts with organisations which have nothing to do with training and education

though the Federal Law Nc.>. 27 of 1999 that stipulates that training of job-seekers
should be conducted by training and educational institutions. (K#ale¢ Times, 27 July, 2005,

P%) An interesting fact that should be carefully monitored.

e The legal system seems to be most incomplete when dealing with industrial and
commercial law. More clear and consistent regulations need to be formulated and
more judges and lawyers well versed in employment and commercial law, need to
be trained and appointed. Furthermore, little progress will be made in FDI unless
and until the law enabling non-citizens to own properties and businesses, to hold
bank accounts on their own behalf, to own freehold property and to enjoy greater
liberalisation, transparency and accountability.

These are the principal problem areas confronted by the research contained within
this thesis. Extensive primary and secondary research was carried out and subjected
to critical analyses. Conclusions have been drawn based on the research and analyses
and recommendations made, based on the ‘purpose’ for the study outlined in the
introduction. More succinctly, this thesis, in pursuance of the working hypothesis
(P29 & 38). has focused on addressing the major problem areas arising out of the

employment of foreign labour. They can be summarised as follows:

The boundaries of the labour problems in UAE are:

e The preponderance of foreign labour amounting to over 90 percent of the
labour force

e The government has introduced a target to reduce the foreign labour
contingent by 50 percent by 2010 (Mt of Planning, Director of Staistcal Office)- g, iy
is contended here, is an impossible target to achieve without undermining
economic growth.

e The price of oil is currently buoyant, but if the price drops, it is likely that
locals will be made redundant for the public sectors.

e The segmentation of local and foreign labour into the public and private
sectors

e The reluctance of locals to take jobs in the private sector

e The diminution of public sector jobs leading to unemployment among locals

e The lack of motivation and a lack of understanding of organisational
objectives by foreign workers

e Consideration that women are also locals and they also appear to be
discriminated against

e A perception of a weakening of the Islamic culture in UAE as most of the
foreign workers/population are non-Muslims

Further to all the problems outlined above, are the following points:
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“...itis pergl(% s the world’s fastest-growing global city and intercontinental
hub. Hirst ®*"-P? referring here to Dubai, but it can easily be applied to UAE
in general.

It has an immigrant population which, proportionate to the natives, is the
highest in the world. In UAE as a whole, with a total population of 2.5
million, nationals are outnumbered by at least seven to one by mainly non-
Arab aliens: 1.2m Indians, 600,000 Pakistanis, 100,000 Iranians and
contributions from dozens of other countries, including 500,000 Britons.

The UAE in total had a labour force of 2.7 million at the end of 2004. The
private sector was the largest employer hiring 52 percent of the total
workforce. About 98 percent of employees in the private sector were
foreigners. The wholesale and retail trade was the largest sector in terms of
employment accounting for 20 percent of the total workforce; this was
followed by the construction industry that employed 17 percent of the total
number of foreigners, manufacturing followed up by employing 14 percent.
Therefore, the three sectors employed 51 percent of the total workforce.

It is recognition of these problem boundaries that determined the most appropriate

research methodology enabling the empirical analysis of the problems of the UAE

labour force. This ‘empirical analysis is described in the following chapter on

methodology.
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CHAPTER 2

RESEARCH METHODOLOGY

“Without human capital you cannot add value to the economy.
Economic growth is not sustainable. This provides a great challenge for us.”

Dr Saeed Al-Shaikh

(Financial Adviser to the GCC and Chief Economist to NCB in response to a “Key
Informant interview, held at Saudi Aramco
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The methodology used for the primary research and information gathering has to
relate directly to the research hypothesis PP28 & 38%0v) 514 16 the scope of the research
as listed in the boundaries of the problems associated with the research hypothesis as
listed in the Theory Chapter above ®°” and the research aim and objectives ®'* and
research questions ®'>" The actual process of researching the data was fourfold.
Underpinning the analysis and description has involved a minimal amount of relative
theory, particularly in relation to economic, social and cultural change. The basis of
this theory has been described in Chapter 1. Built upon the theory is the analysis and
narrative and this is embellished by reference to 10 in-depth case studies of key
companies and personal interviews with senior staff (at GM/CEO/MD level)
representing these (largely private sector) companies. There were also >120 formal,
semi-structured interviews with ‘key informants’ who were able to advise generally
of the history, culture, vision and direction of the UAE (e.g. President Zayed’s
Personal Advisor and the Director of the Central Statistical Office of the Ministry of
Planning). Fifthly, a notional and unique ‘Organisational Change Profile’ has been
constructed to evaluate each of the targeted (case study) comg)anies against two
(westernised) dominant theories (Chepter % Organisational Change Profile) T semj_structured
interviews contained questions and answers relating to diversifying the company’s
profitability and growth on the global markets as related to the growth of labour force
issues in view of government targets to raise the numbers of nationals involved in the
private sector and correspondingly lower the foreign labour by 50 percent by 2010.
The problem areas ®*» were explored in depth and these related principally to the
government’s stated view to halve the foreign labour force within four years. The
interviews were designed to be based on theoretical constructs and strategic planning
and projection. Human resource management issues were investigated and the study
is most critical of the lack of development and motivation given to foreign workers
(in the interests of performance improvement and managing change). The role of the
government agency responsible for these issues (TANMIA) was critically appraised.
It is suggested here that whereas TANMIA saw the problem as one of logistics,
simply shifting a set of workers from one sector to another, it is argued that this is a
rather inconsequential view and the root of the problem lies with attitudinal and
cultural change. There is also need for a salary and benefit adjustment so that all
sectors of the labour force receive equal payment for equal work. There were two
interviews within this agency involving high levels TANMIA officials: One was the
Director of Employment and Skills Development and the other was a Board member
of TANMIA who happened to be the Director of Human Resources of one of the
world’s largest private sector oil companies. The former defended TANMIA’s
policies and the latter had no answer to the criticisms of TANMIA'’S proposals gnd
the lack of motivation, team building, staff development, organisational integration,
etc. The policies of the official government organisation goes against the good
practice of treating foreign workers as resources and not costs, of the Peter Drucker
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Drucker, 1998),
style (P 1% or even the management style as recommended by the Holy Koran.

This informant has subsequently resigned from the Board and disassociated the
Board’s views from his own..

The Abu Dhabi Human Resources Group (BASHRIA) was also scrutinised and the
author attended a number of its meetings and interviewed its Chairman. The research
focused on the major issue of differentiation between national and foreign labour and
the author argued at the meetings that not only is the employment of foreign labour
absolutely essential for sustaining and increasing economic growth, but that actually,
contrary to the government view (and the view of all the locals interviewed ( >120 in
total), is a positive feature. For employers in the private sector, clearly, foreign
labour is tantamount to cheap labour and cost-reduction. It should be noted at this
early stage that although this differentiation is taken for granted by locals (as
indicated by most of them in the key informant research interviews), the practice is
actually illegal under terms of the ILO (International Labour Organisation), the

‘Principles’ of this organisation can be found at Appendix 6.

Throughout, the interviews have been designed to adopt a pragmatic style; viz, ‘what
do you do, how do you do it and why is it done this way’? But theoretically, the
information gathered is scrutinised and subjected to what is generally ‘good’
management practice in accordance with the local cultural constraints. The difference
between the ‘what is done’ and the ‘why is it is done this way’ (in terms of
effectiveness and efficiency) is manifest, (for example, the issues of staff
development and career planning for foreign workers, the extent of ‘participative
management’ in, say, decision making, etc. The overwhelming majority of the
general interviewees (>120), which amounted to 73 percent, claimed “...that is the
way we do things around here. This is our (autocratic) culture”. The irony that this
primary research has disclosed is that ‘good practice’ is synonymous with following
the guidelines as we shall see) laid down in the Holy Koran (AL BAQARAH, 61)
and therefore it seems improbable that any Muslim can complain that “...it is not part

of our culture”. But still 83 percent claimed that ‘autocratic, non-participative,

leadership’ is ‘good practice’. .

1. Introduction
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The main thrust of this thesis, as the title implies, is to relate the functioning of a
western-style economy, businesses and commerce to a traditional social and cultural
framework with particular emphasis on the participation in the labour force of a
preponderance of foreign workers. In so doing, one cannot ignore a number of
fundamentals of government policy such as diversification, privatisation,
emiratisation, globalisation etc.

Given these variables, how will the UAE change over the next two decades? This
study aims to give a critical, informed and objective assessment of expected
developments and changes which are likely to occur between now and 2020 in all the
areas listed above and the interactions between them, together with the global
developments that will have a particular impact on the composition of the labour
force in the UAE. It is argued throughout that the planners and decision-makers in
this ‘tribalised” society, which, in many cases, without indulging in broad
generalisations, is very secure in the status quo, and are underestimating the changes
that this study predicts are likely to occur. As these shape the future of UAE, it is

these senior ‘emirates’ that are the major focal point of the qualitative research.
2. Context and Methodology

The initial phase in the ‘modern’ era in what is now referred to as the UAE, one can
call the ‘pre-industrialisation’ phase, which was concerned with agriculture, fishing,
pearl diving, the spice trade and, to a smaller extent, international trading. This stage
was brought to an end by two basic events: the discovery of the cultured pearl in
Japan and the discovery of oil in the Middle East, beginning with Iran (1927 in the
Baba Gurgur Field) and Iraq, but spreading to the Trucial States (starting with
Bahrain) which were then under British administration. The second stage can be seen
as the unprecedented economic transformation that has taken place in the UAE since
the formation of the State (1971) that has largely been funded by the judicious use of
oil revenues and, more latterly, gas revenues. The third stage (tertiary stage) that
coincided with the dawn of the 21st century finds the UAE poised on the threshold of
new changes, challenges and opportunities that are currently in their embryonic stage.
But the success of these endeavours will depend on the ability of the UAE to obtain a
reservoir of cheap foreign labour and adapt to market forces within and beyond its

traditional trading partners and to adapt to a new portfolio of goods and services. New
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customers, new products equal economic diversification which is just one of the
changes taking place today in the UAE economy (See Ansoff Matrix in Chapter 1).
Diversification is the most risky of the global marketing strategies). Also Boston
Matrix theory is referred to in practical terms, with oil acting as the ‘cash cow’

funding the development in other areas and facilitating privatisation.

In addition there is the need to shift away from the heavy reliance on oil and gas
revenues that, in turn, involves privatisation of government assets and the attraction
of FDI. Foreign investors are attracted by the profit motive which dictates that public
sector monopolies are privatised and the financial arrangements for banking and
investments are liberalised so, at least, not to penalise the foreign investor. The
foreign investor also looks for the availability of cheap labour with the ‘right’ skills,
but with privatisation and the diminution of the public sector, together with a
reduction of oil revenues, the public sector will have to ‘shed’ many of its local staff
(and an example is given of Batelco in Bahrain doing just that) However, the
primary research has vividly indicated that locals will not take up jobs in the private
sectors, regardless of designation, they would sooner be unemployed. And here the
motivational theory of Maslow and Herzberg is most relevant to the employment of

both local and foreign labour.

The principal aim of the thesis is also an integral part of the contemporary economic
scene described above. Integral it is, but this study prefers to separate it out as being
more pragmatic than economic It is the role of labour with particular reference to the
disproportionate amount of foreign workers in the UAE. The rulers of UAE are
committed to reducing the expatriate representation in the labour force by 50 percent
in four years, but this thesis argues that if the above criteria are met, it is probable that
more cheap labour will be required, rather than less, and it suggests that the official
objective is unrealistic and myopic. It further suggests, contrary to the accepted policy
of most of the informants (>80 percent), that the ILO will insist that expatriate
workers cannot be treated any differently from the ‘national’ working in terms of
their benefits and conditions of employment. 5% AP*"* € One benefit, when
discussed with a group of 21 employees of the National Oil Company, invoked
profound reaction. A question was put to them, “How do you think foreign

shareholders feel about the company paying substantial child allowances to national
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employees™? The subjects responded, “Why shouldn’t they, it is our money”. (17 out
of the 21 responded collectively, emotionally and heatedly, but they failed to
understand that even the National Oil Company has shareholders beyond the borders
of UAE (e.g. TotalFinaEIlf (in France and BP in the UK). The government’s policy of
paying child allowances to public sector employees was put to them in the context of
attracting FDI and this met with further negative comments such as “It is the policy of
allowing foreign investors to cream off our profits that is wrong, not the child
allowances”, (T"° g0up Was rot part of the >120 interviews) The middle managers of the National
Oil Company had manifestly failed to understand the consequences of the
government’s programme of privatisation, diversification, liberalisation and global
competition. It is these reactions that are in need of testing as part of this research and
this is to identify the difference between locals and foreign workers from a cultural
and attitudinal perspective. 1000 questionnaires were distributed to a group of largely

foreign employees and over 120 locals were interviewed. (¢ Appendixs)

The UAE is expected to increase its industrial and commercial diversification drive
well into the long term. Emphasis will be given to the development of the
manufacturing, construction, financial services, leisure and hospitality industries,
sports management and agriculture. Globalisation will also encourage larger banking
units through amalgamations and mergers while the move towards Emiratisation will
also gather momentum. Having invested heavily in the infrastructure of the state since
its inception, there are added incentives for the private sector to participate in
transport, communications and e-commerce, shares and equities, telecommunications
energy and ports. A railway network for UAE is currently in the planning stage. The
author has suggested that the Bay Area Rapid Transport (BART) in San Francisco
and the Docklands Light Railway (in London) could provide some blueprints. But
the jobs generated in these sectors, the research suggests, are not the type of jobs that
will attract locals. They vigorously resist working in the private sector. Using
Maslow’s ‘Hierarchy of Needs’, jobs in these sectors will be detrimental to the ‘self
esteem’ of the locals and their families. The primary research shows conclusively
that this was the perception of the locals; their perception was not related to reality or
practicality. With a reduction in labour opportunities in the public sector due to

privatisation, etc. it is not realistic to perceive that the locals will have greater self
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image if they are unemployed than if they are working in, say, financial services

(private sector).

In turn, the next decade will realise a relaxation in financial controls for foreigners
and the progress of government policy toward the issues that impact on the problem
areas as they are outlined on p.93. These are the issues that are addressed in this
study and this chapter on research methodology deals with the most appropriate
methods for eliciting information which supports or rejects the working hypothesis
and contributes to the achievement of the study’s objectives. Having identified the
principal method to be employed, the chosen method, the chapter will proceed to
examine its strengths and weaknesses and provide a detailed account of how the
method was applied. It must be emphasised that the opinions of the researcher or
the conclusions drawn from the research through over 100 interviews, did not impact

in any significant way to the responses received from the interviewees.

The changes that are taking place are profound and when one considers the low ‘base’
from which UAE started from, the changes are visionary and innovatory. It is the
responsibility of the ‘leaders’ to design, plan and manage the changes mentioned and
the direction that they are steering UAE in the mid- to long term. It is for this reason
that the qualitative research was used for this study, focusing on the very people who
were, and still are, ‘the change masters’. In reality, the view was adopted from the
outset, which at the micro and cyclical level, change is a highly intricate and complex
process. But when considering the extent and pace of the structural and
transformational changes of the macro processes outlined above, which involves
cultural, behavioural, attitudinal and emotional changes, one needs to look beyond the
changes themselves and gain an insight into those who are driving these changes; the
depth of their knowledge and understanding, the extent of their benchmarking and
competitor analysis, their motivation and their willingness to face risk and
uncertainties. These are the employers of both the local and foreign labour and this
research focuses on getting their opinions, their attitudes and their hopes, fears and
visions. Qualitative research methods, informed by the need to gather the hearts and
minds of the opinion formers, were considered to be the most effective why of
eliciting and gathering the information required in relation to the working hypothesis

on page 29 above. In this process, the information gathered from the opinion formers
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in the primary research interviews will be used to inform an analysis that addresses
the labour problems and discussed above (p.93). In addition to the interviews and
case studies, the information gathered will be enhanced by the appropriate official

statistical data supplied by the Central Bureau of Statistics and in an interview with its
Director at the Ministry of Planning.

Finally, the value of the study is the attempt to predict the direction that the UAE
society is heading in relation to its labour force and this begs the question, ‘why
attempt to study the future?’ Surely, as the future is unknown and any conclusions
that are drawn based on evidence of the present, must be entirely speculative.
Frequently, even short-term forecasts usually turn out to be wrong, so why waste time
with longer-term predictions? This question embraces a number of key issues and not
least is the impact of Islamic teaching on a traditional Islamic society as exists among
the Rulers and the indigenous population of the UAE. One has to be absolutely clear
about this point and it must be stressed that it is in no way made to detract from
Islamic beliefs or offer alternative views, but it stresses the point that one must work
within these beliefs which permeate all social aspects and not separate from them. So,
a causal explanation for a lack of assessment of the future by many opinion-formers
and decision-makers may be attributed to the fatalistic and deterministic approach
that characterises the Muslem faith. Allah (be praised) has determined the future and
we are here to serve Allah. However, having recognised this ‘mindset’, this study
aspires to prise open the secrets of the future and predict with a fair degree of
confidence and a large degree of precision and accuracy, what is going to happen to
the UAE labour force for many years to come. This is where the study makes its

contribution to existing knowledge.

3. Literature Search

As a prerequisite to the qualitative research and to making an original contribution to
existing knowledge, it was essential to become familiar with and review what
knowledge already existed in published and unpublished form. Basically, the

literature scanning was an on-going theme and it took the form of three areas of

information:
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1. Primary sources
e  Journal articles
*  Conference proceedings
e Reports
¢ Government publications
*  Catalogues, directories, specifications (e.g. building developments)
¢ Interviews with key informants

e  (Case studies

2. Secondary sources
e Monographs
Textbooks

* Review papers in primary journals
e Scholarly journals
e Subject abstracts

e Indices of publications

Publications particularly from the Ministry of Planning and the
Director of the Statistical Office.

3. Tertiary sources
e Handbooks
e Guides to specific literatures
¢ Subject bibliographies
e General bibliographies

e Internet documents

Local newspapers and journals

The first stop in any literature search for this topic must be the library of the
University of the United Arab Emirates to see what scholarly research has been
undertaken previously. Unfortunately, however, the University does not have a
doctoral research programme, which is an inherent weakness in its external

perception as a place of scholarship and academic excellence. Doubtless the faculty
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members carry out scholarly research programmes that ultimately feed back to inform
their academic teaching. But students need to graduate and go out from their
undergraduate programmes with the skills required for high-powered business or
academic research or, alternatively, to continue their studies by research programmes
contributing to the existing state of knowledge in this young country. According to
the official data for 1998, out of 746 faculty staff in UAE University, only one has a

responsibility for postgraduate study and three have an input into Research Centres
(Annual Statistical Abstract, Issues Nos. 23/24, Ministry of Planning, 1998-1999, Table 13/21, p. 379). A visit to the

University realised the author’s worst fears. The University does not offer doctoral

research, therefore there are no doctoral theses in the library.

Therefore, one has to look elsewhere and an obviously second choice will be The
Emirates Centre for Strategic Studies and Research (ECSSR). This organisation has a
number of on going research programmes that are in their early stages of

development. The programmes most relevant are:

e UAE Diversification Project
e The Influence of the Communication and Information Revolution Upon State
and Society in the Gulf

e Labour Market and Population Studies

These studies, valuable in their own right are largely based on quantitative
methodology and the present study, as we shall see, focuses on qualitative methods.
They are also very specific and this study looks at the symbiotic relationship between
all these specific programmes. It should also be remembered that most of the data
derives from the 1995 census and this is very outdated and of little significance in
view of the pace of change in the region. From a quantitative point of view, this
study has been greatly aided by the up-to-date data (unpublished) but supplied by the
Director of the Statistical Department (a key informant).

There are obviously a number of other articles and scholarly papers on the various

topics, but these are very specific and frequently descriptive and/or historic or too
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general and superficial to qualify as academic research. This study, on the other hand,
adopts a holistic view and by using the qualitative method approach, links the
variables mentioned in the introduction above to form a comprehensive whole. There
are a number of research projects, particularly by an academic Dr Kamel Mellahi. of
Loughborough University that provides much informative comparative study; his
specialism being the social and economic activity in Saudi Arabia. Dr Mellahi’s
knowledge of the social, cultural and economic situation in Saudi Arabia
complemented the research being carried out for this study and some ideas and data
were subsequently exchanged. But his study did not apply to UAE generally or the

composition of the labour force specifically.

The Business Monitor International in London, and the staff therein, supplied up-to-
date statistical data, and an analysis of risk. This data has been extremely valuable in
extrapolating present trends into future developments with a great deal of accuracy.
Information from this secondary source has been used quite liberally. Additionally,
appreciation must be expressed to the Director of the Office of Statistics at the
Ministry of Planning who in a private interview provided a substantial amount of
unpublished official data. In the interview he stressed that the next census in 2005

will not be published until 2006.

Therefore, much official data is out-of-date and, when considering the pace of change
in UAE over the past few years, is now obsolete. Searches on the Internet and at other
universities proved quite fruitless in relation to the composition of the workforce and
the segregation which is being applied. Most of the studies, articles and materials on
relevant topics were either extremely dated or superficial and therefore unsuitable for
purpose. The topic of foreign labour and its placement in the UAE labour force seems
to be unchartered territory. The Holy Koran also provided considerable insight into
the culture of the region and its relationship to human resource management and this
Holy Book renders behavioural patterns more meaningful. For example, the Holy
Koran, as well as being a guide for the mores of everyday living, also can be seen as a
management textbook and contains (and pre-empts) modern management theories
such as Management By Objectives, Managing Conflict, the concept of Kaisen,
Effective Leadership, intrinsic and extrinsic motivation — the theory that compulsion

. . Dein ARAH, p..61 S (AL
is incompatible with Islamic Principles, (AL BAQ P61 participative Authority,
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‘ POT) p: i . . .
IMRAR. P27 this involves the ‘sharing’ of decision making and problem solving which
will lead to improved performance®l ARAFE. P3) Tp. o0 encourages the
development of trust and dignity for all employees and forbids injustice. AL ARAF:

P-33) 1t further warns, in relation to the concept of planning and managing change that

“Resistance can be expected when those to be influenced are caught in a jam
between strong forces, some pushing them to accept the change and other
forces deterring them from accepting it ... Resistance could be due to lack of
people’s involvement in its initiation and lack of participation which could be
in the form of upwards and face to face communication.”

Source: Hamdan, 2003, p. 91)

This is a reiteration of Lewin’s Force Field analysis that we have seen in Chapter 1
and is indistinguishable from Lewin’s ‘driving’ and ‘constraining’ forces. In these
circumstances, part of the primary research interviews were designed to test the
accepted management culture of ‘strong government’, ‘consultation is not part of our
culture’, ‘decision making is the task of management’, ‘why motivate, foreign
workers get paid and they get accommodation’, etc. These were all verbatim
comments from senior managers in interview and they all represent a stark contrast to

the teaching of the Holy Koran.

The Koran also features management topics such as Creativity in Management,
Communication in Management, Time Management and Control. As has already
been stated in the previous Theory chapter, the culture of the UAE society is firmly
based on the Holy Koran, and this is most compatible with modern ‘good
management practice’. The case studies and interviews were designed to address the
issue of how far these principles, this culture, was carried forward to implementation
within the organisations studied and the managers interviewed. The research evidence
suggests that the employers of foreign labour do not see the benefits of the sound
management theories expounded in the Holy Koran. The study can serve to improve
the basis for the long-term human resource decisions to be made, in the interests of

performance improvement and enhanced competitiveness.

4. Research Methodology
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The study adopts the qualitative research methodology and by the judicious use of
case studies and structured interviews, underpinned by theoretical constructs and
comparative models, we can be fairly confident that if we are content to work in
terms of degrees of probability rather than in absolute certainties, in the key areas
rather than in fine detail, the result will be of considerable interest and usefulness to
the UAE’s Rulers and decision-makers. So, a research aim has been to gather and
analyse the most reliable and up-to-date data available in an eclectic and cross-
disciplinary approach in order to arrive at a considered and consistent view of the
prospects ahead and to bring out the elements which impacts on them. The data
gathered has been informed by the research hypothesis (p. 29) that relates to labour

issues and the position of local and foreign labour in the mid- to long-term.

The methodology in this study is qualitative and not quantitative. Quantitative
research is largely concerned with counting, coding and describing events as they
appear through sets of questionnaires and statistical returns. The results of this type of
analysis are presented as an accurate state of the focus of the research, but the detailed
collection of data is often at the expense of an understanding why thi