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Abstract

This study aims to measure the impact of inflation, represented by four dimensions,
namely the rise in living costs, the erosion of purchasing power, the increase in prices of
essential goods and services, and the decline in real wages, on employee satisfaction and
average wages in private-sector establishments in Madinah, Saudi Arabia. The study adopted
a descriptive-analytical approach and employed a questionnaire based on a five-point Likert
scale as the primary data collection instrument. A stratified random sample of 420
questionnaires was distributed, of which 391 were valid for analysis, yielding a response rate
of 93.1%. Statistical analysis using SPSS revealed a statistically significant negative impact of
the combined inflation dimensions on employee satisfaction and average wages at the
significance level (X < 0.05), with a coefficient of determination (R? = 0.560), indicating that
inflation explains 56% of the variance in job satisfaction levels. The findings showed that the
decline in real wages had the strongest impact, followed by the erosion of purchasing power,
the rise in living costs, and finally the increase in prices of essential goods. Furthermore,
statistically significant differences were found with respect to the variables of age and monthly
income, as the age group of 25 to less than 35 years and the income group below SAR 5,000
were the most adversely affected. The study recommends adopting a periodic wage-review
mechanism linked to the consumer price index, designing flexible compensation packages,

and implementing targeted support programs for the groups most affected by inflation.

Keywords: Inflation, Employee Satisfaction, Average Wages, Private Sector, Madinah, Real

Wages, Purchasing Power.
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