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1. 1. Introduction  

The World trade Organization (WTO) is an international organization positioned at Geneva, Switzerland, the WTO was set up in 1995, replacing another international organization known as the General Agreement on Tariffs and Trade (GATT). GATT was formed in 1948 when 23 countries signed an agreement to reduce customs tariffs. 

The WTO has a much broader scope than GATT. Whereas GATT regulated trade in merchandise goods, the WTO also covers trade in services, such as telecommunications and banking, and other issues such as intellectual property rights. 

Membership of the WTO now stands at 150 countries. China formally joined the body in December 2001 after a 15-year battle. Russia wants admission, but must first convince the EU and US that it has reformed business practices. 

1.1 Saudi Arabia became WTO membership to 149

On 11 December 2005; Saudi Arabia becomes the 149th Member of the WTO. It is the world's 13th largest merchandise exporter and the 23rd largest importer. 

The current process of globalization of services trade liberalization can occur bilaterally, regionally, and multilaterally, in the GATS Framework of Liberalization (GFOL), bilateral liberalization between two Members is automatically converted into multilateral liberalization by virtue of the MFN principle of the GATS (Zutshi, 2000).

The Saudi construction firms will be braced with new opportunities and challenges. GATS Framework of Liberalization (GFOL) is expected to bring both disadvantages and advantages for the large Saudi construction firms. For instance, on the one hand, it allows overseas firm’s access to the domestic market, but on the other hand, it opens opportunities for domestic firms in overseas markets.

1.2 Objectives of the Research

· The specific objectives of this research are:

· To explore features of the WTO and the GATS which are likely to impact the Saudi construction industry

· To investigate the impact of the economic globalization and GATS Framework of Liberalization (GFOL) on the Saudi construction firms as a result of Saudi Arabia joining the WTO

· To discuss the pertinent issues identified and synthesize appropriate conclusions

· To identify the suitable strategies for Saudi construction firms in the post-WTO environment

· To recommend areas of further research
Literature Review Contents
Literature review is explained in the following 10 Sections:
1. Historical Background
2. Objective & Functions of WTO
3. WTO Agreements
4. General Benefits of Joining WTO/GATS
5. GATS
6. WTO & Saudi Arabia
7. Case Studies of two (2) WTO Members
8. SWOT Analysis
9. External Factors (Opportunities/Threats)
10. Internal Factors (Strengths/Weaknesses)

2. Historical Background
Although the trading system of WTO is almost 50 years old, it was established on 1 Jan, 2005. The fundamental philosophy of General Agreement on Tariffs and Trade (GATT) e.g., non-discrimination, transparency and predictability etc. and World Trade Organization (WTO) are similar. General Agreement on Trade & Services (GATS) is the most important agreement dealing with trade in services including construction & related engineering services.

About twenty eight (28) countries are lining up to acquire seat in WTO and there are one hundred and forty-eight (148) current members of WTO. At start, more than sixty (60) countries made specific commitments in the construction & related engineering services, the remaining members will liberalize their respective construction sectors soon.
3. Objectives and Functions of WTO

Main objectives of WTO are:

i. Promote free and fair trading environment

ii. Help trade flow smoothly, freely, fairly & predictability via continuing & imposing the provisions of trade laws and conventions

iii. Ascertain complete employment 

iv. Increase living standards of people


WTO achieves the above objectives by implementing the following functions:
i. Administering shard and mutually gainful trade agreements
ii. Acting as Trade Negotiations Central

iii. Settling trade conflicts

iv. Reviewing national trade policies

v. Expanding trade in goods and services

vi. Cooperating with the other international organizations like World Bank etc.

vii. Assisting developing countries in trade policy issues thru technical assistance & training programs.

4. WTO Agreements

The Marrakesh Agreement establishing the WTO consists of sixteen (16) articles and four (4) annexes. Various agreements establishing the WTO with special emphasis on GATS is shown below in Figure 1:
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Figure 1: Key Agreements Establishing WTO
5. General Benefits of Joining WTO/GATS

GATS have become real and unavoidable practice by any country through out the world. The primary benefits of joining the WTO include:

i. Governments defense from lobbying and narrow interest groups
ii. Inspiration of economic growth and national incomes

iii. Appropriate settlement of trade disputes and peace among trading nations

iv. More choices for products/services and qualities for users

v. Greater certainty and clarity about the trading conditions

vi. Most-favored nation and national treatments

vii. Technology and managerial skill transfer

viii. Greater transparency and predictability

ix. Augmented Foreign Direct Investment

x. Reduced costs of living for general public

xi. Reduced corruptions

xii. Faster innovations

6. GATS
GATS is the premier set of multilateral and legally enforceable rules that cover global trade in services including construction and related engineering services. All WTO members must sign GATS agreements as well. Many terms used in GATS are taken from GATT agreements which are already tried and verified for trade in goods. However due to uncommon nature of trade in services, GATS is much more complex.

6.1 GATS Main Objectives:
i. Assuring transparency and predictability of rules and conventions concerning the trade in services

ii. Acting as a body for reciprocal trade negotiations and enforcement of trade agreements

iii. Maintaining progressively higher level of liberalization

iv. Bring down the principles of Most-Favored-Nation and national treatment
v. Continuing the economic growth of all trading partners

vi. Protecting the development of developing countries

vii. Empowering the least-developed countries with special treatments keeping in mind their economic situation and financial needs trade in services

6.2 GATS Services Classification:
Services in GATS are divided into twelve (12) core sectors of economy and about one hundred and sixty (160) sub-sectors. All members must present their schedule of specific commitments for each of these twelve (12) service sectors which includes “Construction and Related Engineering” service as well.
Moreover, since GATS comply with the United Nation’s Central Product Classification (CPC) series, the “Construction and Related Engineering” service is further classified into nine (9) groups (CPC 515-518 and CPC 8671 – 8674) as follows in Table 1:

	Construction & Related Engineering service division into nine(9) groups as per UN-CPC

	S #
	CPC Codes
	Group Name

	1
	CPC 512
	General Construction Work for Buildings

	2
	CPC 513
	General Construction Work for Civil Engineering

	3
	CPC 514, CPC 515
	Installation and Assembly Work

	4
	CPC 517
	Building Completion and Finishing Work

	5
	CPC 511, CPC 515, CPC 518
	Other Construction Services

	6
	CPC 8671
	Architectural Services

	7
	CPC 8672
	Engineering Services

	8
	CPC 8673
	Integrated Engineering Services

	9
	CPC 8674
	Urban Planning &Landscape Architectural Services


Table 1: C&E Services Division as per UN-CPC
6.3 GATS Services Commitments:
Concessions in GATS are selective unlike GATT concessions. GATS concessions apply only to sectors and sub sectors in which concessions were made.
In GFOL, by including a service sector or sub-sector in its national schedule, the country mainly points out that it will apply to trade in the services sector market access and national treatment obligations.
GFOL contains not only a set of agreements and annexes thereof, but also contains the specific commitments’ schedules, and MFN exemptions for each member.

The above principals clarify that KSA will commit a certain level of market access and national treatment and undertakes not to impose any new measures that will be binding on the Saudi Construction Firms. In case KSA wants to withdraw/modify its commitments in future, it will need to face compensatory adjustments with affected countries. 

Although KSA cannot withdraw/modify the specific commitments before three (3) years after the GATS membership, yet modifications of horizontal commitments can be further enhanced at any time based on bilateral or multilateral negotiations. The schedule of commitments, Table 2, primarily consists of following four (4) distinct individual columns for horizontal and specific commitments:
	S#
	Commitments

	1
	Sector or sub-sector

	2
	Limitations on market access w.r.t. their four (4) modes

	3
	Limitations on market access w.r.t. extent of national treatments thereof

	4
	Additional commitments that don’t subject to market access/national treatment sch.


Table 2: Schedule of Commitments
7. WTO & Saudi Arabia
Local construction firms in KSA presently enjoy several benefits which will probably be reduced / eliminated if KSA joins and implements WTO. 

Some significant concessions include the following:

i. No custom duties on construction materials, equipments, machineries, tools and plants

ii. Restriction for foreign construction-related firms to own only minority shares (less than 5 %) in KSA

iii. Plots of lands for the domestic construction firms are provided on nominal rates for individual projects and developments

iv. Low rates of utility services (electricity, water, etc.) for domestic firms

In the last few years, KSA has taken some noteworthy economic and legal reforms such as:

i. Establishment of a supreme economic council

ii. Opening of stock market to foreign investors

iii. Privatization of several vital sectors like power, telecommunication, transportation, operation and maintenance in industrial and power sectors, urban developments, buildings, and docks related facilities
iv. Approval of a new Foreign Direct Investment Law

v. Approval of a new Saudi Labor Law

vi. Amendment of the real estate law to allow foreign ownership
vii. Establishment of the new policy bodies such as the Saudi Arabian General Investment Authority (SAGIA), the Supreme Tourism Authority, and the Supreme Council for Petroleum and Mineral Affairs

viii. Establishment of regulatory bodies for telecommunications, electricity, stock market, and investments in industrial parks

8. Case Studies of Two (2) WTO Members
Following case studies provide the experiences of two selected WTO members (Oman & UAE) in the construction sectors. They joined prior to KSA and have some resemblances to KSA in one way or another:
8.1 Oman’s Experience

KSA & Oman have several commonalities. Both countries are member of the following organizations:
i. Both are members of Arab Monetary Fund (AMF)

ii. Gulf Co-operation Council (GCC)

iii. Arab League

iv. Organization of Arab Petroleum Exporting Countries (OAPEC)

Oman joined WTO on 9th November, 2000 thru accession process. The potential of Oman’s being a profitable construction market is quite evident from ongoing landmark construction projects such as new ports, industrial zones, free trade zones, roads etc. The budgeted construction spending of Oman (2001-2005) can be seen in Table 3 below:
	S#
	Ongoing Projects (2001 – 2005)
	Allocated Funds

	1
	Low Cost Public Housing
	US$ 42 Million

	2
	Utilities and Municipal Services
	US$ 650 Million

	3
	The Palace
	US$ 210 Million

	4
	Road Building
	US$ 380 Million

	5
	Total Spending on Construction
	US$ 1282 Million


Table 3: Budgeted Construction Spending of Oman (2001 - 2005)
Oman’s schedule specific commitments for construction and related engineering services under GFOL appear in Table 4 below:

	Sector
	Limitations on Market Access
	Limitations on 

National Treatment
	Additional Commitments

	Construction and Related Engineering Services 
	Mode I: None

Mode II: None

Mode III: None

Mode IV: Unbound (except as indicated in the horizontal section)
	Mode I: None

Mode II: None

Mode III: None

Mode IV: Unbound (except as indicated in the horizontal section)
	---


Table 4: Oman's Schedule of Specific Commitments
The Government of Oman has undertaken various steps to face the challenges of the WTO and globalization including introduction of a special training course on strategic planning and economics in cooperation with the Arab planning Institute of Kuwait. Foreign construction firms are increasingly allowed to participate in Oman’s ongoing major construction projects beyond a value of OR 250,000. Construction firms from several member countries including India, Egypt, Lebanon, UK, and others are already operating in Oman. However, foreign construction firms need to make joint venture agreements with some suitable local partners.
8.2 UAE’s Experience

UAE is one of the 51 original members of GATT. It formally joined the WTO on 10th April, 1996, just five days before the end of accelerated membership process and the consequent beginning of strict WTO’s accession process.

Key facts about the significance of UAE Construction market are shown below in Table 5:

	S#
	Key Facts
	Remarks

	1
	Size of Construction Market
	$15 billion (Approx.) 

	2
	GDP Contribution
	7-10%

	3
	No. of building projects

(first six months of 2002)
	1,142: 792 villas, 350 industrial or service buildings including 15 hotels and 141 multi-storey apartments

	4
	Cost of building projects (first six months of 2002)
	$3 billion

	5
	No. of multi-story building projects under construction in 2004.
	337

	6
	Landmark projects
	1. The world’s largest man-made islands: The Palm Islands-the eighth wonder of the world (Completed)

2. The world’s first seven-star hotel, Burj Al-Arab (Completed)
3. The 705-meter high Burj Dubai tower (Ongoing): going to outstrip by more than 250 meters the current contender, Patrons Towers in Kuala Lumpur. This skyscraper will house a hotel wing, apartments, offices, entertainment centers, restaurants, one of the world’s largest malls (the Dubai Mall with over two million square feet of retail space), and an old town that will make it a city within a city. 


Table 5: Key Facts about UAE Construction Market
The recent trend of GDP contribution of UAE construction sector has been in the range of fifteen (15) to sixteen (16) thousand millions of UAE Dirham (7 to 10 % of the UAE national GDP). In addition, the UAE construction sector provides employment for approximately two-hundred and fifty thousand to three-hundred thousand employees (17 to 19 % of the total UAE workforce). 

While joining WTO, the Government of UAE made specific commitments only in six services sectors out of twelve major services sectors under the GATS. The specific commitments of UAE construction and related engineering services are shown in Table 6 below:

	Sector
	Limitations on Market Access
	Limitations on National Treatment
	Additional Commitments

	Construction and Related Engineering Services
	Mode I: None

Mode II: None

Mode III: None

Mode IV: Unbound (except as indicated in the horizontal section)
	Mode I: None

Mode II: None

Mode III: None (except as indicated in the horizontal section)
	---


Table 6: UAE Schedule of Specific Commitments
The relevant sectors wherein UAE made specific commitments include architectural services, engineering services, urban planning, and landscaping services. The UAE negotiated a 10-year exemption from several WTO obligations that expired in Jan 2005.
9. SWOT Analysis
SWOT is short for Strengths, Weaknesses, Opportunities, and Threats. SWOT Analysis is a structured approach that helps strategists to imagine systemically about strategic issues. It is suggested that SWOT Analysis is the most suitable in circumstances where the intention is to gain a better understanding of strengths, weaknesses, opportunities and threats. Strength and Weaknesses are internal factors. Weaknesses and Opportunities are external factors. 
SWOT analysis involves three major steps as shows below in Figure 2:
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Figure 2: Major Steps in SWOT Analysis

Analysis of External Factors (Opportunities and Threats) aims at revealing the external factors due to the prospective environmental changes (Saudi Arabia joining the WTO in this case) that forces the firms to alter their strategies. For instance, the imminent GFOL in Saudi Arabia would alter the way the Saudi construction firms do business today and would create a paradigm shift.

Analysis of Internal Factors (Strengths and Weaknesses) is used to separates strengths and weaknesses of a firm and to assess their internal capabilities. The criteria for determining the firm’s strengths and weaknesses should be in comparison with existing as well as impending key players.

Matching the Internal and External analysis and proposing SWOT strategies is carried out once the consensus is reached concerning the contemporary strengths, weaknesses, opportunities, and threats. This stage of strategies formulation needs brainstorming among the concerned people.
Typical SWOT diagrams are shown in Figures 3 and Figure 7. SWOT diagram is a two-way matrix. Strengths (S) and Weaknesses (W) constitute the first dimension while the Opportunities (O) and Threats (T) constitute the second dimension. Thus it consists of four cells: 
i. The first cell (SO strategies cell) pursues opportunities that are a good fit to the organization strengths. 
ii. The second cell (WO strategies cell) overcomes weaknesses to pursue opportunities. 
iii. The third cell (ST strategies cell) identifies ways that the organization can use its strengths to reduce its vulnerability to external threats. 
iv. The fourth cell (WT strategies cell) establishes a defensive plan to prevent the organization weaknesses from making it highly susceptible to external threats. 
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Figure 3: Basic SWOT Diagram

From the results of the SWOT analysis:

i. Strategies (plans and actions) can be developed to align the organizations with its environment. At this stage, all ideas and comments should be written down that might be raised
ii. Later the ideas generated can be edited and short-listed by deleting anything irrelevant. 
iii. Finally, Strategies (plans and actions) are developed to achieve alignment of the internal factors with the external environment
	         Internal Factors

External Factors
	Strengths (S)
	Weaknesses (W)

	Opportunities (O)


	“S-O” Strategies

Generate Strategies here that use strengths to take advantage of opportunities
	“W-O” Strategies

Generate Strategies here that take advantage of opportunities by overcoming weaknesses

	Threats (T)
	“T-S” Strategy

Generate strategies here that use strengths to avoid threats
	“W-T” Strategy

Generate strategies here that minimize weaknesses and avoid threats


Table 7: A Typical SWOT Matrix

10. External Factors Analysis (Opportunities and Threats)
Some relevant features of GFOL are briefly explained in the following twenty two (22) points:
1. MFN Treatment: One (1) member has to treat all the members/trading partners by the same token without any discrimination. For instance, in the post-WTO era, if Saudi Arabia liberalizes its construction sector, it will have to liberalize it to the same extent for all the members. Similarly, the Saudi Arabia will be treated by all the members without any discrimination 
2. National Treatment: National treatment stands for equal treatment irrespective of whether they are overseas or domestic firms as long as they are allowed to enter into the market to deliver their services including construction. This feature and the extent of this feature apply only to the sector(s) for which a Member has made the commitment. For instance, in the post-WTO environment, if Saudi Arabia made specific commitments in its construction sector, it will have to eradicate all the limits on foreigners’ participation in construction company boards, land ownership, discriminatory minimum investment requirements, monopoly operators, and other quantitative precincts in this sector. 
3. Government Subsidies: Further multilateral negotiations are needed in this regard. The ultimate aim is that every GATS member will keep reducing subsidies to its domestic services suppliers. In addition, every member will have right to consult and demand for fair competitions with the other concerned member (s) if the subsidies seem to negatively affect the services supplies/suppliers of one’s own 
4. Transparency: Transparency aims at making economic, legal, Government procurement, and political data or materials exclusively evident and free from facade or deception. Therefore, Saudi Arabia will have to set up and uphold essential secretarial mechanisms through publishing all pertinent laws and conventions in official journals and Government gazettes. Also, Saudi Arabia will need to create enquiry points from where the overseas firms can obtain trade-related information concerning any of the service sectors including construction and related engineering 
5. Recognition: Mutual recognition of qualifications or credentials and the synchronization of curriculum are very important for successful liberalization of services. GATS encourage the mutual recognition of each others educations, experiences, licenses, or certification based on bilateral agreements. In other words, the GATS aims at establishing the common international standards
6. Progressive Liberalization: It requires more bilateral, plurilateral, and multilateral negotiations to persevere with the liberalization process. The main goal is to take the liberalization process further by increasing the level of commitments in schedules, and bringing down the barriers to trades in services in the due course of time.
7. Sector Specific Commitments: Each country’s sector specific commitments are distinctive and state the coverage of that country’s liberalization sector-by-sector. The specific commitments of a new Member results from bilateral negotiations during the accession negotiation. The schedule of commitments concerning construction sector mainly contains the following:

a. Citations of the extent of MFN treatment for construction sector
b. Limits on market access (no. of licenses for foreign construction firms)
c. Precincts on national treatment (no. of branch offices for foreign construction firms)
d. Four modes of construction services’ supply and limitations (if any) on the number of services suppliers, quotas, monopolies, exclusive services suppliers, requirements of an economic need tests, value of services transactions, total number of natural persons, foreign shareholdings, and the schedule including the timeframe and date of entry into force (if necessary)
8. Horizontal Commitments: There are certain rules and conventions that are uniformly applied for all services sectors. In other words, the horizontal commitment section indicates limits that are common for all the services sectors. 
9. Additional Commitments: The members are encouraged to negotiate among themselves and come up with some additional commitment outfitting to their local conditions. These may include the matters related to qualifications, standards, or licensing.
10. International Payments and Money Transfers: They require eradicating all the precincts related to money transfer for services supplied except under certain unavoidable circumstances. This would facilitate the timely finance that is vital for effective supplying of services in general and construction and related engineering services in particular 
11. Dispute Settlement and Enforcement: The likelihood of trade-related disputes among nations increases with growth of trade. Moreover, there is an enormous need for some arrangement to resolve such trade related disputes in order to enforce the rules and conventions of the WTO. 
12. Government Procurement Agreement: Previous literature reveals that the Government Procurement (GP) of services accounts for as much as 10-15 % of Gross National Product (GNP), in almost each economy of the world that is a significant amount and have enough potential for becoming an important issue for the multilateral negotiations
13. Trade Policy Reviews: It is mandatory for the members to let the WTO for conducting regular trade policy reviews through established Trade Policy Review Mechanism at some preset intervals of time between each review. The main aim is to ensure all the Members that they tag along strictly WTO’s obligations and sustain their commitments. This also ensures the persistence of the liberalization process
14. Electronic Commerce: EC facilitates the transmission of information, products, and services. For instance, on-line blue prints, architectural drawings and maps, engineering designs and data, consulting services, post-construction operation and maintenance services (using maintenance management software), transactions for sales or purchase, etc. are made easier. 
15. Increasing Participation of Developing Countries: It facilitates the increasing participation of developing countries through one-hundred and forty-five special and differential (S&D) treatment provisions. For instance, developing countries are given the flexibility to put forward their commitments both in terms of market access and national treatment to go well with their development objectives. 
16. Domestic Regulation: It is obligatory for all members to ensure that comportment of handling any of the domestic regulations that might influence the trade in services including construction (if it appears in the schedule of specific commitment) be rational and unprejudiced. For instance, Saudi Arabia will need to institute the legal or administrative courts or procedures as appropriate
17. Business Practices: Each member is required to cooperate with the other members with a view to eliminating any business practices of services suppliers that may restrain the perfect competition in the market. These practices might include the supply of the monopoly services beyond the scopes of the monopoly rights not covered in the specific commitment sections of the Member concerned.

18. General and Security Exception: It is up to the discretion of a member to enforce some measures necessary for the following reasons:
a. To protect public ethics and morals
b. To maintain public orders
c. To protect the lives and/or health of all living beings
d. To prevent the misleading and deceitful practices
e. To protect the confidentiality of people pertaining to propagation or processing of their private records
f. To protect any information concerning the services that might contradict to the national security interests

19. Technical Cooperation: One of the key functions of the WTO Secretariat is to provide technical assistance to the services providers especially from the developing countries. This is decided and accomplished through the WTO’s Council for Trade in Services
20. Emergency Safeguard Measures: Emergency Safeguard Measures (ESM) indirectly maintains and facilitates the members to make additional commitments safely because it endows a member with the ability to take certain safeguard measures in the emergency circumstances such as economic crisis or/and natural disasters
21. Market Access: Conditions of market access is flexible and it is up to the discretion of a member concerned to include or exclude a particular sector from the schedule of commitments. The GATS defines the four possible ways of providing construction services that are described in the following sections:
a. Mode I (Cross-Border Supply): Provides the possibility for non-resident supplier to supply cross-border services into the member’s territory without any need for personal meeting between services supplier and clients. For instance, an architect supplies his architectural drawings overseas and a consultancy firm supplies its consulting services from his native country to any member. A large number of members have made commitments under Mode I of services supply.
b. Mode II (Consumption Abroad): Provides the freedom for the member’s residents to purchase services in the territory of another. Under this mode of services supply, client/customer needs to travel abroad to receive the desired services. For instance, a construction firm sends its employees abroad for higher studies or professional training courses not available in its territory. Quite few signatories to the GATS have made commitments under this mode of services’ supply.
c. Mode III (Commercial Presence): Provides the opportunities for the overseas service suppliers to establish, operate, or expand the commercial presence through a branch, agency, or wholly-owned subsidiary in the member’s territory adding up to the Foreign Direct Investment (FDI). For instance, a construction firm expands its business internationally by a locally established affiliates, incorporations, branches, subsidiary, representative office, or joint ventures in any of the members’ territories. Mode III of services supply is important for most of the trade in services in general and construction services in particular because of the in-situ performance characteristics. Only few members have made commitments under Mode III of services supply.
d. Mode IV (Movement of Natural Person): Provides the possibilities offered for the ingress and temporary stay in the members’ territory of overseas individuals in order to supply a particular service for which the concerned members have made specific commitments with regards to the movement of natural person. This mode of construction services supply includes the self-employed and the workforce thereof that is particularly of interests to the developing countries in that they can have opportunity to realize their labor cost advantage in supplying construction overseas. A construction firm can independently supply its services within the members’ territories that have made specific commitments in construction and related engineering services under Mode IV. Only few members have made commitments under Mode IV.
22. Others: The consequences of Saudi Arabia’s WTO membership in construction sector is not distinct and separate from that dictated by the economic globalization and varying government policies and regulations thereof. For instance, the impact of the reduced concessions or privileges will obviously have a negative impact on the competitiveness of the local construction and related engineering firms.
A summary of above mentioned External Factors with their Article Reference number in GATS is as follows:

	S#
	GATS Features/External Factors

	1
	Most-Favored-Nation (MFN) Treatment (Article II)

	2
	National Treatment (Article XII, XIV, XVI, XVII, and XXI)

	3
	Government Subsidies (Article XV)

	4
	Transparency (Article III & VI)

	5
	Recognition (Article VII)

	6
	Progressive Liberalization (Articles XIX, XX, and XXI)

	7
	Specific Commitments (Articles XV, XVII, XIX, XX, and XXI)

	8
	Horizontal Commitments (Article II, III, IV, and V) 

	9
	Additional Commitments (Article XVIII)

	10
	International Payments and Money Transfers (Article XI &XII)

	11
	Dispute Settlement and Enforcement (Article XXIII) 

	12
	Government Procurement Agreements (Article XIII)

	13
	Trade Policy Reviews (Article III)

	14
	Electronic Commerce (Articles I, II, III, IV, VI, VII, VIII, IX, XVI, XVII, GATS Basic Telecommunication agreements and the relevant Annex)

	15
	Increasing Participation of Developing Countries (Article IV)

	16
	Domestic Regulation (Article VI, XVI, and XVII)

	17
	Business Practices (Article IX)

	18
	General and Security Exceptions (Article XVI)

	19
	Technical Cooperation (Article XXV)

	20
	Emergency Safeguard Measures (Article X)

	21
	Market Access (Article XVI)

	22
	Others (Economic Globalization)


Table 8: Summary of External Factors with GATS Article No. Reference
11. Internal Factors Analysis (Strengths and Weaknesses)
The strengths or weaknesses of an entity (organization, business, and nation) are not absolute. Sometimes strength can be viewed as a weakness and vice versa, depending on the situation or circumstance and the way the strength or weakness is perceived. For instance:

i. It might be possible for a dominant real-estate developer to strategically turn a shortage of production capacity into the shortage of housing available in the market. 
ii. Similarly, some of the strengths might turn into weaknesses. For example, if the management of a construction firm is highly experienced (strength), but since experience comes with age, those managers will be expected to retire soon leading to a loss of experience (weakness).

From the review of available literature, twenty-six (26) Internal Factors that might constitute the strengths or weaknesses of construction firms are identified and defined in following points:
1. Financial Resources: Construction firms need financial resources for investment in facilities, business development, personnel, bidding for new projects, successfully executing the projects in hand, and so on. A lack of working capital hampers the business in general and the successful marketing efforts in particular. This factor can be measured in terms of comparative parameters derived from the financial statements such as liquidity ratios, activity ratios, profitability ratios, leverage ratios, quick ratios, and current ratios.  
2. Technological Capabilities: Technological capabilities refer to the competence of a company in the collective deployment of technical processes (for instance, the translation of principles or models into specified project deliverables). It can be measured in terms of efficiency of facilities and effective utilization of the sophisticated and specialized technologies that facilitates in the realization of competitive advantages over the competitors.
3. Managerial Capabilities: The managerial capabilities entail the subjective judgment that measures the effectiveness of managers of the Saudi construction firms. This parameter can be measured in terms of ability to make sound decisions, successful recruitment, effective training, good motivation, high morale, efficient administration, and so on. The management weaknesses may include failure to delegate and train successors, high staff turnover, and so on.
4. Organizational Structure: Organizational structures may be defined as the manner in which the organizational staff is assigned with discrete responsibilities and coordinating them consequently. It can be measured by considering the degree to which each individual has a well-defined role in the company. Other measures include the appropriateness of assignment of authority, responsibility, and duty to an individual in the company, the extent of cross-functional and multi-tasking skills and capabilities, etc.
5. Plant and Equipment Management: Plant and equipment are an economic investment and that its proper management determines the profitability of a company. It can be measured in terms of availability of effective equipment management policy, utilization of IT in this regard, and so on.

6. Suppliers Selection: It is an important management strategy wherein a company minimizes the cost of a project through careful selection of suppliers of materials and other services. It can be measured in terms of effective relationships with suppliers, established (recorded policies) of appointing them, and the extent to which mutually beneficial agreements are made. 
7. Products/Services Quality: Quality is the totality of features which have a bearing on a product or service satisfying stated requirements. It may also be defined as the degree of excellence of the deliverable product or service. Quality is pivotal in defining a competitive strategy. 
8. Human Resources: Human resources are means to the success of a company. Human resources can be measured in terms of qualification and experience of the staff, effective criteria for recruiting new personnel, average turnover of the managers, and extent of the employee’s loyalty to the company.
9. Marketing Skills: Marketing skill implies the capability of the company to identify potential clients and to keep them informed about the firm’s capabilities. It also includes attracting and maintaining a client base. It can be measured in terms of the effectiveness of marketing personnel in a company in securing additional work orders.    
10. Innovation in Services: Innovation in products and services provides a competitive edge in today’s marketplace. Innovation is needed to satisfy client’s special requirements such as construction speed or reliability under various constraints. It can be measured in terms of extent of the sophisticated construction or innovative management techniques.
11. Global Operations: Business activities are moving progressively further away from a world in which national economies were relatively isolated from each other by barriers to cross-border trade and investment. It can be measured in terms of extent of work experience of a company and professionals in the international construction markets.
12. Research and Development (R&D) Activities: R&D activities in a construction company are important to survive and flourish in the today’s competitive marketplace. It can be measured in terms of the budget amount invested on R&D.
13. Market Shares: A large market share helps in achieving a dominant position that can translate into a competitive edge. It can be measured in terms of extent of market share of a company in the attractive market and the ability to translate into pricing controls.
14. Government Policies: Some of the pertinent government’s policies can directly or indirectly help local construction firms and provide competitive advantage to them. The examples may include facilitating manpower training, initiatives in new technology schemes to uphold R&D, facilitating adequate investment and financing opportunities, making available regional market information through publications to enhance market networks and access to the regional markets, pecuniary incentives, preferential treatment to local firms, rebates on duty, reduced bureaucratic obstacles, quality/productivity assessment scheme, enhancement of business environment by creating more government contracts, launching total business process planning schemes, recognition through national awards in various fields of excellences such as quality, productivity, and so on. This is a subjective judgment of the government policies that would directly or indirectly benefit the domestic firms.
15. Procurement Management: Procurement management involves the acquisition of equipment, material, and services by means of purchasing, renting, leasing, and contracting. It includes inquiry, requisitions, bid evaluations, purchase order, award, documentation, inspection, reporting, and evaluation of vendor performance. Proper procurement of construction material (including production of some of the materials and/or components thereof), subcontractors work, equipment, and other services are pivotal for a construction company. It can be measured in terms appropriateness of procedures and policies of maintaining the inventories of materials, extent of application of state of the art techniques such as just in time material management, successful liaisons with specialist subcontractors, and criteria for selection of suppliers.
16. Production Efficiency: The success of a construction company in today’s competitive international market largely depends on its production efficiency. Low-cost rapid construction is one of the most important sources of competitive advantage in the current business environment. Production efficiency can be measured in terms of extent of attainment of cost leadership strategy or differentiation strategy. It can be measured in terms of time taken to complete a particular project.
17. Strategic Planning: Strategic planning entails the long term plan of a company in support of its business. It is one of the essential management functions. This parameter can be measured in terms of clarity and effectiveness of long-term strategies that are derived from the internal and external business environment in which the companies operate, and their short-term achievements.
18. Training/Retraining: Training of personnel is an important part of the widely used strategies in the competitive environment. It can be measured in terms of extent of saving of both time and cost (of construction) as a result of training and retraining of personnel.
19. Clients Relations: Maintaining strong client relations are means to success in the International construction markets. It can be measured in terms of successful liaisons with clients and the resulting increased work orders obtained therefore.
20. Experience: Experience is an important competitive advantage. It can be measured in terms of number of years in construction business, the extent that the acquired knowledge has been retained in the form of records, documents, details (also, updated operating and technical manuals, established efficient business processes), etc. Other measures include the extent of effective utilization of the aforementioned acquired knowledge by the staff for achieving more efficient and economic designs, and satisfying clients. 
21. Strategic Alliances: It is a fact that properly agreed upon alliances with other firms, even with competitors can be beneficial for a construction company. There may be several types of alliances depending on the purpose to be served. It can be measured in terms of the extent of mutual benefits a company exploits as a result of aforementioned agreements in terms of concentrating on core business, securing work-orders, taking up a large project, boosting project quality, improving project execution, exploring new technology and expertise, sharing of information through intranet, internet, and extranet (an extension of the limited intranet facilities such as information concerning products/services, pricing, inventory, and scheduling to the business partners, suppliers, and clients organizations), joint R&D efforts, and so on.
22. Joint Ventures: Joint ventures overseas are widely practiced by the global players to augment their competitive advantage. It can be measured in terms of the extent of spreading risks, pooling of resources, assets, skills, and facilities to win the contract, obtaining work that is too large for any one of the entities in the joint venture and achieving the goal of successful project completion. 
23. Utilization of IT: Information Technology (IT) has always been the foremost driver for revolutionizing the business community in general and that of construction in particular. Apart from designing, planning, controlling, and quality control purposes, IT is being strategically used in construction firms for accessing foreign markets, marketing, advertising, international outsourcing, eliminating the need of intermediaries, making use of infomediaries, and supplying services. The assessment of this factor is subjective in nature.
24. Information Systems and Knowledge Acquisitions: In the WTO era, like other businesses, construction firms will be in need of precise, wide-ranging, well-timed, and handy information in order to acquire competitive advantages. While information results in the standardization of operational procedures and centralized control at the highest level, acquisition of knowledge is treated as one of the necessities and accepted investment to survive and thrive in today’s competitive edge of global marketplace. The assessment of this factor is subjective in nature. 
25. Firm’s Size: Size of the firm is of strategic importance in that it not only provides added advantages of protection, negotiating power, business expansion opportunities but also it helps in achieving economies of scale, augmenting the market shares,  and consequently leading to the market control. It can be assessed in terms of number of employees, volume of business, and number of operating offices/branches.
26. Related and Supporting Industries: Construction industry is supported by a large number of ancillary industries and sub sectors such as those dealing in construction materials, construction equipment, design, engineering, and consultancy services. Local accessibility of such associated services strengthens the local presence as well as augments trade of construction services. Local availability of design, engineering, and consultancy firms will have all the prospects to uphold the exploitation of indigenous materials, plants and equipments, and subcontractors.
A summary of above mentioned twenty six (26) Internal Factors are as follows:
	S#
	Internal Factors

	1
	Financial resources 

	2
	Technological capabilities 

	3
	Managerial capabilities 

	4
	Organizational structure 

	5
	Plant and equipment management

	6
	Suppliers selection 

	7
	Products/services quality

	8
	Human resources 

	9
	Marketing skills

	10
	Innovation in services 

	11
	Global operations 

	12
	R&D activities

	13
	Market shares 

	14
	Government policies 

	15
	Procurement management

	16
	Production efficiency 

	17
	Strategic planning

	18
	Training/retraining 

	19
	Clients relations

	20
	Experience

	21
	Strategic alliances (locally) 

	22
	Joint ventures (overseas)

	23
	Utilization of IT

	24
	Information systems and knowledge acquisition

	25
	Size of the firm

	26
	Related and supporting industries


Table 9: Summary of Internal Factors (Strengths/Weaknesses)
12. Research Methodology

The main purpose of this research is to investigate what are the important features of the GFOL and assess the internal factors of Saudi construction firms and hence to propose some of the generic strategies for them. The researcher utilized both quantitative (survey results of internal factors) and qualitative (interpretation from literature survey) methods in to answer the statement of the problem. The Figure below represents the research methodology framework. 

[image: image4.emf]
Figure 4: Research Design

The figure above highlights the major research processes followed in this paper. The research process goes as follows:

1. Formulating the research problem

2. Literature review

3. Identification of external and internal factors

4. Research design

5. Construction of questionnaire (see appendix A). The research was seeking three types of information in this questionnaire. One is about the status (low, fair, high) of Saudi construction firm for each of the factors listed. Second what does each factor status represents in terms of strength or weaknesses. Third, about if any additional factors seem to be important but not mentioned.

6. Pilot study of questionnaire survey: 5 respondents from faculty members of Construction Engineering and Management Department of KFUPM.

7. Selection of respondents: the objective was seeking opinions of expert respondents on the status of Saudi construction firms. Targeted respondents were 53 and the response rate was 57% i.e. 30 responses received. 

8. Analysis of data

9. SWOT analysis and proposing generic strategies: the aim is to match strengths and weaknesses of Saudi construction firms with threats and opportunities and propose strategies based on the matching process. 

13. Results and Discussion

In this part of the research an answer to the second question of the statement of the problem is provided where the results of survey on internal factors (strengths/weaknesses) for large Saudi construction firms is presented. The question is what are the strategic perspectives that incorporate strengths and weaknesses of Saudi construction firms? 

To simplify presenting the survey results, the researcher used a format utilizing the frequency of responses. Two dimensions have been used. At one side the current status of each of the internal factors with respect to its presence in Saudi construction firm is shown (low – medium - high). On the other side what does this status represents in terms of strengths/weaknesses or neutral. So this classification will result in nine possible combination groups ranging from low-strength to high-weakness. In addition, the following criteria to interpret the responses are utilized:

· If fifty percent of respondents agree that a factor is strength or weakness then it is considered so.

· If fifty percent of respondents agree that a factor's status is low-high or medium then it is considered so.

· If any resulted intersected cell from the intersection of the two dimensions get 33% or more of responses, then the factor is determined to be categorized according to that cell. Otherwise, it can be concluded that the respondents don't agree among themselves about the intended factor. 

· If the pattern of responses for a factor satisfies above criteria to be grouped into either H-S or L-W, it is assumed that the respondents have reached sufficient degree of consensus about the status of internal factor and whether it represents a strength or weakness. 

The table shown on the next page represents the summary of the survey results.
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As shown on the previous table, experts showed a reasonable agreement regarding eight internal factors where all represent low status in Saudi construction firms and are major weaknesses in facing the challenges of WTO. Those factors include:

· Innovation in services

· Global operations

· R&D activities

· Strategic planning

· Training activities

· Joint venture

· IT utilization

· IS & knowledge acquisition

On the other hand experts' opinions regarding the remaining factors were divided. So the low level of agreement among experts on the status of large Saudi construction firms and what most of the internal factors constitute has two major implications:

· It indicates high level of uncertainty of the Saudi construction business in working under the WTO environment

· It curtails the development of a comprehensive strategic plan for the Saudi construction industry in the WTO business environment.

14. Proposed Strategies

14.1 General

This chapter identifies suitable strategies for Saudi’s construction firms in order to come over their weaknesses with the international competition as a result of joining Saudi Arabia the World Trade Organization (WTO).
Section 5.2, presents all major strengths, weaknesses, opportunities, and threats (SWOT) for Saudi’s construction firms according to survey result of this study. Section 5.3, presents the possible strategies for Saudi’s construction firms to come over their major strengths, weaknesses, opportunities, and threats. Section 5.4, presents identification of the internal factors of weaknesses and the application of the proposed strategies to the internal weaknesses of large Saudi’s construction firms.

14.2 Major (SWOT) for Saudi’s Construction Firms

The major strengths, weaknesses, opportunities, and threats (SWOT) for Saudi’s Construction Firms that found as a result of this survey can be categorized as internal and external factors.

A) Internal Factors; the internal factors as mentioned in this study are composed of

a) Strengths;

 No clear strength factors were found in the Saudi’s construction firms.

b) Weaknesses; 

The most low weakness points in Saudi’s construction firms were found; 

1) Innovation in Services.

2) Global Operation.

3) R & D Activities.

4) Strategic Planning.

5) Training / Retraining

6) Joint Ventures.

7) IT Utilization.

8) Information System & Knowledge Acquisition.

B) External Factors; the external factors in Saudi’s construction firms which will be affected due to joining Saudi Arabia the WTO are;

  a) Opportunities; 

1) Overseas opportunities; were the work opportunities in more than 148 countries will be opened. 
        b) Threats;

1) Increased Competition.

2) Reduced Concession / Subsidies

14.3 Possible Strategies for (SWOT)

The possible generic strategies for all major strengths, weaknesses, opportunities, and threats (SWOT) for Saudi’s Construction Firms can be categorized in the following;

1) Concentrated Growth (specialization in and targeting on selected markets & product / services).

2) Market Development (adding new markets for the range of services).

3) Product and Services (modification or improvement in existing product / services)

4) Innovation (offering new alternative for existing product / services). 

5) Horizontal Integration (acquisition of firms with the same product / services).

6) Vertical Integration (acquisition of suppliers and / or users organization). 

7) Joint ventures.

8) Concentric Diversification (acquisition of business with specific intention to improve weakness or exploiting contemporary strengths).

9) Conglomerate Diversification (acquisition discrete firms).

10) Retrenchment (reducing assets or scale of activities).

11) Divestiture (closing or selling parts of the firm).

12) Liquidation (step-by- step closure of the business). 

13) Monopolization (protection of present markets).

14) Cost leadership (cost reduction of product / services).

15) Differentiation (offering special value to the customer through distinguished quality and performance).

14.4 Application of Proposed Strategies

 Each Saudi’s construction firms can create a set of strategies -from the fifteen generic strategies- that match it’s objective and mission in order to reap the overseas opportunities, to effectively build the competitive advantages, and to defend themselves from the international potential competition. 

Although, as the case of study, the fifteen generic strategies were composed into three strategies. The first two, were applied to the weaknesses factors in order to help Saudi’s construction firms to get the most benefit of joining Saudi Arabia the WTO.

The three compound strategies are; 

i) Proactive Strategies. 

ii)  Defensive Strategies.

iii) Exploiting the Contemporary.

1) Innovation in Services; Client satisfaction is a function of innovation services, delivery by contractors. As the instability in the market increases, the competitors have to find the new ways to innovate services.
Proactive Strategies; Innovation must be based upon long-term objectives and strategies. The top management must initiate the fundamental change for innovation in services, they should utilize the state-of-the-art construction and management tools and techniques such as (Business Process Reengineering, TQM, etc…), encourage R&D activities with view to inculcate a culture of innovation, and identifying the local as well as the international innovation gaps.
Defensive Strategies; Identify the ways wherein the innovation in services and product is not a pre-requisite for success. Concentrating in projects/ clients with item rate contracts wherein technical specification of materials, work methods, etc…are provided in detail and enforced by the client’s organization.

2) Global Operation; The global experience of construction companies is an important competitive advantage because the experience in different geographical location of project is regarded as one of important factors in prequlifying contractor / subcontractor.
Proactive Strategies; Identifying the preferred markets for expansion of business activities. Identifying the starting point of globalization and the best countries could be that have cultural similarities where the local experience be helpful. Also, identifying the legal issues is so important.
Defensive Strategies; The Saudi construction firms can perk up their efficiency, save costs, and trim down prices by providing products/services locally and exporting them to the rich markets of developed countries, where tariffs are expected to keep on lowering. In order for Saudi’s construction firms to compete and beat the prospective international competitors in the domestic market they can reducing assets or scale of activities through retrenching, closing or selling part of the firm, protection of present market through monopolization, reduction of products/services cost in the present market, offering special value to the customer through distinguished quality and performance in the local market.
3) R & D Activities; As the market windows open and close more quickly, it is important that R&D be tied more closely to corporate strategy. R&D activities in construction industry are hampered due to lack of coordination among different R&D organizations. Furthermore, the key areas for wherein R&D in construction industry that should be focused, but are not limited to the emerging technologies, optimization of various construction resources, and technology integration.
Proactive Strategies; Making joint ventures with global giants with R&D as the responsibilities of second party, acquisition of businesses with the specific intention to improve R&D activities and/or exploiting the sound financial resources. Also, through collaboration with the national laboratories, universities, research groups, etc…to enhance the R&D activities. 
Defensive Strategies; Through targeting selected markets and wherein the need for R&D activities is not strategically significant. Also, by concentrating on construction projects as a subcontract from primary overseas contractors and by avoiding the projects need high level technologies like nuclear reactor.
4) Strategic Planning; In the post-WTO scenario, strategic planning is very important for construction firms in general and Saudi construction firms in particular especially, because of expected changing economic, legal, regulatory, political, socio-cultural, technological, financial, and market conditions.
Proactive Strategies; The construction firms will be required to consider strategic planning, if they need to survive and flourish in the prospective global marketplace. The best way to strategic planning is to break it down into phase such as initiation, formulation, implementation, and assessment. Strategic planning in construction and related engineering firms means selection of products/services & markets and must be placed on distinctive competencies, resources, and competitive advantage. Strategic plan must be communicated appropriately to every level of the organization to meet the shared objectives through a culture of team work.
Defensive Strategies; Strategic planning is unavoidable irrespective of whatever a construction firm specialized in and whichever selected markets and/or products/services we target. Hence, for this internal factor, it is not applicable to propose some defensive strategies.

5) Training / Retraining; Construction industry employs human resources at varying skill levels such as technical, non-technical, skilled, semi-skilled, and unskilled. The training/retraining of construction professionals can lead the construction sector of any nation towards a successful construction industry. It not only leads to improved performance in terms of productivity, but also it is crucial to the successful project in terms of time, cost, and quality through getting rid of rework, change orders, disputes, and other sources of nuisances. 

Proactive Strategies; Construction worker/professional must be trained in every level and positions. A few important areas are as follows:

(a) Interpersonal skills/group dynamics/team work

(b) Problem solving and decision making

(c) Job management (planning, organizing, scheduling, and controlling)

(d) Performance analysis

(e) Total Quality Management (TQM) and continuous improvement

(f) Business/Engineering Economics

In addition, on job training with monitoring, approximate educational qualification, and multimedia links well be helpful.
Defensive Strategies; As a matter of fact, whatever we specialized in, whichever selected markets and/or products/services we target, the need for training/retraining activities is inevitable. Therefore, proposing some defensive strategies in this regard is not applicable.
6) Joint Ventures; It was approved by studies that joint ventures with the global giants are not only the best way to improve information systems and knowledge acquisition in the developing countries, but it also provides local contractors/subcontractors with learning opportunities through technology transfer.
Proactive Strategies; Making joint ventures wherein technology/organizational capability can diffuse gradually over time to move over ultimately to a time bound plan into a stand alone accomplished entity. Although, Saudi construction firms need to obtain ISO 9000 or equivalent certification to attract the potential joint venture partners, minimize the operational difference through possession of similar processes and systems.

Defensive Strategies; Could be by specialization through targeting selected markets and products/services wherein the need for joint venture is not strategically significant. For instance, the Saudi construction firms may consider defending locally by making strategic alliance with local firms, suitably modifying the existing products/services range, reducing assets or scale of activities through retrenchment, and closing or selling part of business.

7)  IT Utilization; 
Utilization has gained strategic importance among global players not only because of its ability to increase operational efficiency and productivity, but also for the reason that it makes decision making cheaper, quicker, and more effective. Furthermore, inadequate use of IT in construction industry in general and developed a business process reengineering model exemplifying various benefits of new and innovative applications of IT in construction.

Proactive Strategies; By improving the status of IT utilization. The most important reasons for the failure of IT in construction is that detailed analysis of the business processes has not been done in many cases, and investments have not been done based on right technologies. The construction firms must determine which IT applications present the utmost strategic significance and when to put one into practice keeping in mind the limitations prevailing in a particular firm. 
Defensive Strategies; Concentrating on projects/clients that do not require high demands for tools and techniques that necessitate IT utilization. The Saudi construction firms may being specialized in business activities that include, but are not limited to supply of specialized construction materials (concrete, steel, asphalt, boilers, etc.) and supply of specialty services (mechanical, electrical, HVAC systems, fabrication, building finishes, geotechnical investigations and value engineering, etc.) wherein the need for modern IT utilization could be of less strategic significance.

8) Information System & Knowledge Acquisition; 
Good and effective information systems and knowledge acquisitions assist in outsourcing activities at quite lower expenditure than those carried out by the competitors, improve speed and quality of service’s delivery, reduce long and tiresome meetings, make available timely information for every decision-maker, make possible data and information sharing among concerned departments.
Proactive Strategies; The Saudi construction firms need to consider developing innovative ways to improve information systems and knowledge acquisitions in order to improve their capability of executing projects in terms of speed of delivery and quality. For the internal organization businesses, an effective intranet can act as a very good tool not only for quick and timely transmission of information, but also it assists in improving the flow of communication, enhancing knowledge of professionals, sharing the best practices, reducing the duplication of information, reducing the paper/video/audio, copying, and distribution costs, developing an environment conducive to innovation in services, improving productivity, improve the information systems and knowledge acquisitions and hence, to develop the knack to deliver the precise and timely information to the concerned people. For Saudi’s construction firms, an e-business model in construction shall be effective. Saudi’s construction firms may consider making use of this model. However, in order to implement this model, strategists and concerned authorities of the Saudi construction industry need to ensure that each entity in the supply chain follows standard procedures such as ISO 9000 or other relevant standards. Besides, all the entities concerned must have access to state-of-the-art IT infrastructure in terms of computing facilities, internet, intranet, and extranet with fast connectivity.

In addition, the Saudi construction firms may consider improving their information systems and knowledge acquisitions by utilizing the following:

(a) Free information from various available construction industry electronic directories, cookies, software, online sources such as CNN Financial (www.cnnfn.com), Hoover’s (www.hoovers.com), the Construction Claims Advisor (www.constructionclaims.com), and others

(b) Electronic catalogs (for effective procurement)

(c) Web chatting/web casting/internet telephony (for effective communication)

(d) Online learning (for effective training)

(e) Online tendering (for effective bidding)

(f) Virtual marketing (for effective marketing)

(g) Subscribing trade journals, and holding and/or attending seminars/conferences (for keeping track of recent technological developments).

Defensive Strategies; Specialized only in less complex projects such as typical residential, commercial, and institutional buildings in preference to taking up big projects involving hi-tech such nuclear reactors. By so doing, the Saudi construction firms can gradually avoid the need for advanced and sophisticated information systems and knowledge acquisitions by squeezing the extent of information and knowledge needed to be competitive both locally and in the prospective global markets of the WTO members.
15. Conclusion  

The main findings of this research, that the GTAS Framework of Liberalization is a double-edged sword for the large Saudi construction firms. While the Kingdoms’ entry into the WTO will endow the large Saudi construction firms with the overseas opportunities in the 150 member countries, limited only by special privileges within regional groupings, increased competition due to the entry of international competitors into Kingdom and the reduced concessions/subsidies due to the WTO regulations are also inevitable. 

The analysis of survey data reveals that the large Saudi construction firms are not prepared enough to compete with the potential international competitors in the WTO era and they need to address adequately their contemporary areas of major weaknesses such as innovation in services, global operations, R&D activities, strategic planning, training/retraining activities, joint ventures, IT utilization, and information systems and knowledge acquisitions. 

The low level of agreement among the experts on the status of large Saudi construction firms and what most of the internal factors constitute has two major implications. The first, it indicates high level of uncertainty of the Saudi construction business in working under the WTO environment. The second, it curtails the development of a comprehensive strategic plan for the Saudi construction industry in the WTO business environment. Consequently, the strategic plan proposed in the chapter 5 of this study is partial in that it focused only on eight internal factors, wherein, reasonably high level of agreement among the surveyed experts could be achieved.

16. Recommendations

16.1 Recommendations for the Construction Industry
Based on what has been presented in this study, the following are recommended:

i. In order to face the challenges emanating from joining the WTO, the Saudi construction firms need to develop and adopt a culture of strategic planning/thinking.

ii. Stemming from above point, the large Saudi construction firms need to assess themselves with respect to all the twenty-six factors discussed and surveyed in this study. The determinants of this study constitute an initial step, which can be used as a guide for setting a strategic agenda considering different characteristics specific to a Saudi construction firm and the market(s)/submarket(s) thereof.

iii. The Saudi construction firms must address the issues raised in this study properly so as either to improve or avoid being exposed to their obvious weaknesses such as innovation in services, global operations, R&D activities, 140 strategic planning, training/ retraining activities, joint ventures, IT utilization, and information systems and knowledge acquisitions, in order to face the WTO challenges.

iv. The Saudi construction industry and hence the professionals involved therein must develop a clear understanding of the WTO and GATS rules, obligations, and the legal knowledge that will be needed in the post-WTO environment to protect their respective organizations from any adverse impact due to the competitor organizations from the WTO member countries not conforming to the WTO regulations, and indulging in unhealthy means of competition. Anticompetitive regulations need to be formulated by the Government to limit the adverse impacts from such acts of large organizations that may have monopolistic agenda.

v. In order to successfully enter into the WTO era, more interactions (through meetings/seminars/conferences) among construction and related engineering professionals/associations to discuss/exchange views on the relevant issues such as understanding of the WTO and GATS rules, obligations, and the legal knowledge that are expected to impact local construction firms in the post- WTO environment.

vi. The findings of this study can provide an initial medium for assessing the contemporary status of the large Saudi construction firms as compared to those of global giants. In addition, the results of this study and the partial strategies/recommendations made in this study can be utilized as a preliminary stride for developing a national strategic agenda for the Saudi construction industry.

vii. Future strategies for the Saudi construction firms must be flexible and in accordance with their mission, objectives, aligned suitably with contemporary internal and external environment as indicated in this study.

16.2 Recommendations for Further Studies

The present research investigated the current status of the large Saudi construction firms and identified some of the possible strategies for the prospective WTO era.

From the insight gained from this study, the recommendations for further studies would include:

i. The results of this study show that the respondents are widely divided about most of the internal factors. Further study is required using the Delphi rounds of survey to arrive at a more common understanding of the contemporary strengths and weaknesses of the Saudi construction firms and to propose the strategies thereof. Further study may also include the respondents covering wider range, especially business executives involved in the Saudi construction industry and having global knowledge of construction business.

ii. A study on the strategies proposed in this research mainly to seek the opinion of firm’s executives on the practicality of adopting the recommendations.

iii. Similar studies for other segments of construction business such as consultancy, construction material suppliers, construction equipment manufacturers, and others.

iv. This study did not take stock of various Government regulations that might impede the implementation of strategies proposed in this study. Further study might address this issue.

v. Present research identified generic strategies for the large Saudi construction firms. A similar study for proposing strategies specific to certain company(s) and/or small and medium sized enterprises (SME’s) may be carried out taking into considerations specific problems, constraints, resources, objectives, and missions of the relevant firms.

vi. This study did not survey the opinions of the respondents about the attitudes of the large Saudi construction firms towards overseas opportunities and their future plans in this regard. Future study might address this issue to suggest more specific strategies for the WTO environment.
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