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The CIPD is the professional body for HR and people 
development. The not-for-profit organisation champions 
better work and working lives and has been setting the 
benchmark for excellence in people and organisation 
development for more than 100 years. It has more than 
135,000 members across the world, provides thought 
leadership through independent research on the world of 
work, and offers professional training and accreditation for 
those working in HR and learning and development.
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Introduction

During the course of the past ten 
years the HR function has grown 
in importance, becoming part of 
setting strategy and managing 
from the top. It has also become 
international, often with managers 
in a location such as London 
directing operations within an 
EMEA territory or even further 
afield in Asia-Pacific. The role 
of global mobility manager or 
international operations manager 
has emerged, with incumbents 
needing to have a broad overview 
and a wide range of knowledge of 
issues in various jurisdictions.

This article examines a number 
of issues within the cycle of 
establishment/recruitment to 
termination as they relate to 

the Gulf Cooperation Council 
(made up of the Kingdom of 
Saudi Arabia (KSA), Sultanate of 
Oman, Kingdom of Bahrain, State 
of Qatar, Emirate of Kuwait and 
United Arab Emirates (UAE)), 
commonly referred to as the GCC. 
An area characterised by a public 
sector workforce dominated by 
the national oil industry, the GCC 
is now increasingly diversifying, 
seeking to attract foreign direct 
investment and grow sectors such 
as hospitality, retail, technology, 
manufacturing and healthcare. 

Through a series of scenario-
based case studies we examine 
below the common employment 
issues facing employers in the 
region. 

‘The GCC is now 
increasingly 
diversifying, 
seeking to attract 
foreign direct 
investment.’ 
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Under the laws of each GCC 
country an employer is under 
a duty to consider a foreign 
national for employment only in 
the absence of an appropriately 
qualified national. A foreign 
national must be sponsored to 
work and reside by a locally based 
entity and such sponsorship is 
employer-specific. An integral part 
of obtaining such sponsorship is 
for the individual to be registered 
as an employee with the local 
authorities, which means that 
there will always be a local 
employer and employment 
relationship to which local labour 
law has mandatory application. 

UAE
However, in the UAE there is in 
practice no applicable labour 
market test. The UAE Ministry of 
Labour promotes the employment 
of UAE nationals through the 
application of quotas on specific 
industries, these being retail (an 
employer with 50 employees 
or more should have 2% of its 
workforce drawn from UAE 
nationals), insurance (5% year-
on-year quota) and banking (4% 
year-on-year quota). There are also 
certain roles which are reserved 
for UAE nationals, including HR 
manager and public relations 

officer, and the Ministry of Labour 
rewards employers for achieving 
high rates of employment for 
nationals by applying lower 
administrative fees. However, 
these regulations – referred to as 
a policy of ‘Emiratisation’ – do not 
apply within free zones, where the 
Ministry of Labour does not have 
any jurisdiction. There is therefore 
no likely restriction on who can 
be recruited into this role in our 
scenario in the UAE.

With regard to the location of 
the role and whether it should 
sit within the free zone entity or 
in the branch entity, any foreign 
national working in the UAE 
must be sponsored for UAE work 
and residency authorisation by 
a UAE-based entity, with such 
sponsorship being employer-
specific. It is also location-specific, 
permitting the individual to 
work in the employer’s premises. 
Therefore, an employee sponsored 
by a free zone entity should 
only be working for that entity 
and be located on its premises. 
In our scenario, it is fine for the 
finance director to be sponsored 
and based in the Dubai Creative 
Clusters Authority (DCCA) 
entity as his remit is a GCC one, 
but he can perform this role 

CASE STUDY 1: RECRUITMENT

Ya Salam is a leading security software company established in Dubai. It has a free zone 
establishment in the Dubai Telecommunications and Media Free Zone (Dubai Creative Clusters 
Authority (DCCA)) and a branch of that entity in onshore Dubai. It is recruiting a finance director to 
be based in Dubai but with a regional focus, liaising with clients and partners in KSA, Bahrain and 
Qatar. The company doesn’t have any entities in these two countries but is considering branching 
out into these jurisdictions. 

It is considering two candidates for this role: Tariq, a local candidate who has been in Dubai for 
three years with another employer (in the same field); and Ahmed, an existing employee based 
in Spain.

•  Are there any immigration restrictions on who can be recruited into the role? 
•  Where should the role be based? 
•  Are there potential issues for Tariq being recruited from a competitor? 
•  Is the company able to second Ahmed or must he transfer to the local entity? 
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from within the Dubai Creative 
Clusters Authority (DCCA) entity’s 
premises.

If Tariq is recruited from the 
local market, there are potential 
restrictions on an employee 
changing jobs. The Ministry of 
Labour will apply an automatic 
six-month ban on an individual 
taking up alternative employment, 
but this ban will be waived if 
the employee has completed 
two years’ service and has 
resigned from an unlimited term 
contract with proper notice. If 
the employee has less than two 
years’ service, the ban may still be 
waived if the new employer pays 
the recommended basic salary for 
the role. These bans do not apply 
within the free zones. 

Qatar
There is currently a drive from 
the Government to promote 
employment of Qatari nationals, 
particularly in key management 
roles. However, given the small 
size of the local population 
(200,000), in practice it is not 
possible to locate a Qatari for 
every role. An employee is obliged 
to complete two years’ service 
with an employer before they 
can move jobs and the existing 

employer must give consent to the 
move. In the absence of consent, 
the employee has to leave Qatar 
for two years before being able to 
return with a new employer.

KSA 
KSA currently has the strongest 
drive to promote the employment 
of nationals. Every new posting 
must be advertised with the 
Human Resources Development 
Fund for at least two weeks before 
an application can be made to 
hire a foreign national in the role. 
Forty roles are reserved for KSA 
nationals and every employer 
is allocated a quota for the 
employment of nationals, set in 
light of the employer’s commercial 
activities and size of the 
workforce. There is also currently a 
levy payable per foreign employee 
if the ratio of nationals to non-
nationals is not 1:1. Obtaining 
sponsorship for a foreign national 
is therefore difficult and will only 
be achievable where the employer 
has achieved the quota.

Bahrain
Like KSA, every employer is set 
a quota for the employment of 
nationals depending on sector and 
size of workforce. 

‘Forty roles are 
reserved for KSA 
nationals and 
every employer 
is allocated a 
quota for the 
employment of 
nationals.’ 
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KSA anti-fronting legislation is 
designed to prevent a non-KSA 
entity from using a KSA entity’s 
trade licence to do business in 
the Kingdom. In our scenario, 
Ya Salam is using a third party’s 
licence to locate employees in KSA 
and do business in that market 
directly. In the past few months 
the Ministry of Commerce and 
Industry (MOCI) has intensified its 
campaign against anti-fronting or 
concealment (referred to in Arabic 
as Tasattur).

A party guilty of ‘concealment’ 
may be punished by: 

• a fine not exceeding 
SAR1,000,000 (approximately 
USD266,667)

• imprisonment for a term not 
exceeding two years

• deportation from the Kingdom
• being barred from re-entering 

the Kingdom. 

The foreign party may be assessed 
for tax by the Department of 
Zakat and Income Tax on the basis 
of the deemed profits earned in 
the course of the activities that 
were ‘concealed’. 

Various arrangements can fall 
foul of the Anti-Concealment 
Law, including the placement 
of employees into an agent, 
client or other partner. The key 
concern is to monitor employees’ 
activities, business cards and their 
presentation to the market.

The company moving to set up an 
entity will not in itself bring the 
current situation to the authorities’ 
attention. However, the transfer of 
the employees to the new entity 
will require the agent’s consent 
and the employees will need 
to have 2 years of continuous 
employment service with the 
agent. The newly established 
entity will also need to employ 
some KSA nationals in order to 
build up a record with the Ministry 
of Labour and obtain visa quotas 
to employ foreign nationals. It 
may therefore be that the transfer 
of employees into the new 
entity needs to be achieved on a 
staggered basis.

CASE STUDY 2: OPERATING IN KSA

Ya Salam decide to second Ahmed to the Dubai Creative Clusters Authority (DCCA) entity 
where he works for three years and the business grows into a successful regional brand. The 
KSA market in particular is important, with the company operating there through an agent and 
also seconding a number of employees to clients and to the agent. Up to 20 employees have been 
seconded into the market in this way. The company did consider establishing an entity in KSA but 
decided against it when it took into account the costs and time involved in obtaining a licence.

•  Are there any issues in the way the company is operating in KSA?
•  What are the potential penalties?
•  If the company set up an entity, will this bring the situation to the authorities’ attention?
•  Can the employees be transferred over into the newly established entity?
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The key with respect to localising 
Ahmed’s contract is that in 
fact local law had mandatory 
application to Ahmed’s 
employment from the date he 
started working in country. While 
from a company perspective 
there will be policies which 
applied to him as an international 
assignee which localising 
means will cease to apply and 
contractually his position will 
change, from a local perspective, 
he has been accruing entitlements 
under the local labour law from 
the start of his employment. The 
key entitlement in each GCC 
country is the terminable benefit 
of end of service gratuity which 
is calculated slightly differently in 
each GCC country but essentially 
is linked to length of service and 
based on accruing a set number 
of days’ pay per complete year 
of employment, with pay being 
based on the final salary.

With regard to taking disciplinary 
action, a minimum due process 
procedure must be followed: the 
concerns should be set out in 
writing, a face-to-face meeting 

should be held where the employee 
can make any representation 
he wishes and the final decision 
should be issued in writing. Any 
action must be related to behaviour 
connected to work. A performance 
management process involving at 
least two written warnings should 
be followed prior to considering 
termination of employment. The 
labour laws specify sanctions which 
may be imposed (written warning, 
suspension without pay for a set 
number of days, fine, denial of 
promotion, denial of bonus), with 
only one sanction per misconduct 
being permitted. There are also 
strict timeframes applicable for 
action and certain nuances in each 
labour law, as follows. The Ministry 
of Labour in each country issues 
a model disciplinary code for 
employers to apply.

UAE
Once the poor performance or 
misconduct is discovered, any 
investigation has to start within 30 
days, and once the investigation 
is concluded, the disciplinary 
sanction must be imposed within 
60 days.

KSA
The applicable time limits are 30 
days within which the investigation 
must start and then 30 days 
from the date the investigation 
is concluded for the disciplinary 
sanction to be imposed. A warning 
expires after six months. An 
employer with ten employees or 
more is also obliged to have its work 
regulations approved by the Ministry, 
including its disciplinary procedure 
if this deviates from the ministry’s 
model policy. Under the KSA labour 
law, an employee may complain to 
a labour commission regarding the 
imposition of a written warning and 
the commission is authorised to 
cancel an issued warning.

Bahrain
Any investigation must be started 
within seven days and the sanction 
imposed within 15 days of the 
investigation being concluded. 
A sanction cannot be imposed if 
the employer was aware of the 
misconduct but took no action 
for 30 days. An employee may 
be suspended with pay for up 
to 60 days, if necessary, for an 
investigation to be conducted. 

CASE STUDY 3: LOCALISATION

Ahmed has now been employed by the company in Dubai for five years. It decides that in 
accordance with its international assignment policy, it is now time for him to localise. The EMEA 
head of finance therefore decides to have a meeting with him at the global retreat to talk 
about this move. The business in the GCC has grown well and Ahmed heads up a team of five 
employees, with a further two employees in Qatar, Bahrain and KSA, where the company has 
now established its own entities. Ahmed also needs to speak to his boss, as Samir, the assistant 
finance operator in Qatar, is not performing well and it was reported to Ahmed that Samir 
shouted at a work colleague. 

•  What factors come into play when localising Ahmed’s employment?
•   What factors does Ahmed need to take into account if considering disciplinary action 

regarding Samir?
•   Is there a minimum process or other regulations specific to disciplinary processes?
•   Is there a grievance process for Samir to complain?
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Across the GCC, apart from 
Bahrain, redundancy is not a 
concept recognised by the labour 
laws. There are no provisions 
regarding identifying a role 
as redundant, or providing for 
identifying pools for selection, 
or informing and consulting 
with employees. Accordingly, 
terminations by reason of 
redundancy are effected as 
terminations on contractual 
notice, following which accrued 
entitlements including payment in 
lieu of accrued untaken holiday, 
notice pay and end of service 
gratuity are paid. However, labour 
courts and labour commissions 
dislike redundancy terminations 
and will apply a high burden of 
proof on the employer to justify the 
termination, often expecting the 
terminations to be necessary for 
the survival of the business and not 
simply to increase profits.

Bahrain is the exception to this 
position. Its labour law provides 
for identification of redundant 
roles, with the provision requiring 
a reduction in headcount and 
prior notification to the Ministry of 
Manpower. Redundancy pay is also 
payable. 

In the UAE there is special 
protection for UAE nationals,  
with any termination of a UAE 
national requiring prior notification 
to the Ministry of Labour and 
its approval for the termination. 
Approval will not be granted if a 
foreign national is retained in the 
same or a similar role.

It is possible to agree a managed 
exit and a settlement agreement 
under which the employee will 
receive contractual and statutory 
entitlements, together with an 
ex gratia payment. While there is 
no form of agreement which can 
bar an employee bringing claims, 
the use of written settlement 
agreements is commonplace as 
evidence of the agreement reached 
should an employee later seek to 
raise claims.

CASE STUDY 4: RESTRUCTURING

Ahmed has now been based in Dubai for ten years. The company has continued to grow 
globally but has recently suffered a poor quarter, leading it to embark on a strategic review and 
a decision to make some structural changes resulting in strategic redundancies. Ahmed has been 
told to pull back functions into Dubai and to eliminate all but one finance role in KSA, Bahrain 
and Qatar.

•  What should Ahmed be considering with regard to the redundancy terminations?
•  What additional considerations apply if the employees being terminated are nationals?
•   What exit options are available in this situation and how should the employee exits be 

documented?
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The company is under a duty to 
investigate the allegations and 
potentially to report them to the 
police as it is a criminal offence to 
bribe (or to attempt to bribe) an 
official. KSA has a specific anti-
bribery law.

The timeframe for the investigation 
to be started should be born in 
mind. Another consideration is 
to maintain confidentiality; all 
documents and communication are 
required to be marked very clearly 
as being confidential and private. 
Another key consideration is that 
defamation is a criminal offence 
and, therefore, any statements 
regarding the two employees and 
the conduct of the investigation 
should be conducted carefully in 
order to avoid any allegation of 
defamation. 

One point of concern for the 
company is that often a company 
policy will seek to guarantee 
anonymity to whistleblowers, but 
this cannot be guaranteed within 
the context of allegations raised in 
the GCC. Anonymous allegations 
are not viewed as credible, and if 
the matter progresses to a police 
complaint and investigation, the 
identity of the whistleblower, if 
known, will be requested.

If the company moves to terminate 
the two employees’ employment, 
the labour laws tightly regulate 
termination for gross misconduct 
– KSA (article 80), UAE (article 
120), Bahrain (article 107) and 
Qatar (article 61) – and this 
situation would usually require a 
final criminal conviction in order to 
terminate for gross misconduct; i.e. 
without notice or payment of end 
of service gratuity.

CASE STUDY 5: BRIBERY

This morning, Ahmed got a call from the Head of the Global Compliance Unit in New York 
telling him that an anonymous email was sent two days ago, alleging that a bribe was paid  
to win a government contract in Qatar and that similar practices have secured contracts in KSA, 
Bahrain and UAE. The email names two employees, one in operations based in Dubai and the 
other in Ahmed’s finance team based in Qatar but who also works in KSA and who holds dual 
residency in Qatar and in KSA.

•  What steps should be taken with regard to the anonymous complaint?
•  How should an investigation be carried out?
•  Should a criminal complaint be made?
•  What are the options with regard to termination for gross misconduct?
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