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Abstract

In addition, to several giant government companies  such as ARAMCO and SABIC which deal mainly with oil and petrochemical industries, thousands of small, medium and large family companies are created in Saudi Arabia. Small and medium enterprises which are mainly owned by families constitute about 95% of the total Saudi companies.

ARAMCO, SABIC and other governmental leading companies provide technical, financial, and logistical support to local entrepreneurs to shed the many support activities it had initially assumed.

Most of Saudi pioneer entrepreneurs are retiring and rendering their business to the family members (mainly to their sons and grand sons second and third generation). On the other hand, the second generation is aware of the challenges that the family business will face because the country joined WTO in 2005. 

Thus, most of the leading family companies such as Al-Zamil, Al-Rachid and Ben Ladin have designed special talent development programs for preparing the third generation of managers and leaders in their family business.

This study sheds light on one of these programs at Al-Zamil Company and on the main challenges that Saudi family companies would face because of manpower shortage, "saudization" of labor, joining WTO and strong national and regional competition.  
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Although the Gulf countries are oil production dependent in their economies, it seems that the family business constitute the backbone of the economy in these countries. According to Davis, Pitts and Cormier (1997) the family companies constitute 90% of the trading activities in the Gulf region. This percentage is high relatively. The percentage in the other regions of the world is between 65% and 80%. This kind of companies, in fact, is increasing in Saudi Arabia. The total number of these companies had reached 621.4 thousand companies according to the Saudi Arabian Monetary Agency (SAMA) recent released statistics. The family companies in Saudi Arabia constitute 95% of the total companies in the country.
While the majority of these companies might be considered as small and medium enterprises (SME), at least 45 of the 100 largest Saudi companies are family business (AL-Yafi, 2003). Examples of family large companies are Al-Zamil Group, Al-Rachid Group, Al-Rajhi Group, National Commercial Bank and Ben Ladin Group.

The SMEs in Saudi Arabia represented in 2004 almost 93 percent of the total enterprises and accounted for about 24.7 percent of the total employment in the country (Sajini, 2004) while family business in Saudi Arabia had achieved alone a revenue of 32 Billion Dollars and employed about 200 thousand employees(Asharq Al-Awsat, 2004). However, the number of the employees in the family companies is a minor number if the number of the labor in the private sector is taken in consideration.    
According to the recent statistics released by SAMA (2006), the total population in Saudi Arabia is 23, 1 million including 6.3 million foreigners. The number of the employees in the government sector is no more than 783.3 thousands while their number in the private sector is 5.4 millions. This last number illustrates the importance of the private sector in employment and development in Saudi Arabia. However, the majority of the employees in the private sector are expatriates who represent 88.4% of the labor in this sector. The percentage of the Saudis in this sector does not exceed 11.63% according to SAMA report (2006).   
Regarding managing family companies, the Saudi family business are actually managed by the first generation (founders) only. However, 20% of family companies are managed by the second generation while only 10% are managed by the third generation (Ghalayini, 2003). This fact, illustrates how ownership is not separated from management in the Saudi family business.

This situation has led to many managerial problems in this sector. Consequently, the Saudi government started paying attention to human resources development in the country. Thus, the government's later plans focused increasingly on human resource and private sector development. The Sixth Plan, which began in 1995, called for broadening the technical skills of the Saudi population, and an even stronger emphasis on economic diversification of industrial and agricultural sectors by increasing the private sector’s role in the economy. The Plan had highlighted the importance of relating government loans and support facilities provided to individual private firms to the implementation of "Saudization" commitments and developing the necessary measures to encourage small industries and studying the possibility of establishing an agency responsible for their development.
In August 1998, the Kingdom launched plans for the privatization of key government facilities. The objectives of this privatization program are providing necessary services to citizens; increasing job opportunities for the Saudi population (Saudization); boosting private citizens’ participation in the stock market; raising private sector investment; and reducing the burden on the national budget. 

An Inter-Ministerial Committee on Privatization has been created as the decision-making body for privatization in Saudi Arabia. The Committee is responsible for privatization policy and guidelines, likely enterprises for future privatization, strategy, regulatory structure, and selection of financial and legal advisors. 
The Seventh National Development Plan (2000-2005) was anticipated to continue reforms of privatization and economic diversification of the economy and to add even greater emphasis on such additional sectors as training and employment of the Saudi population.
One may notice that the Saudi government Seventh Plan was preparing the ground for joining WTO in 2005. Besides the government Plan, the chambers of commerce and other institutions in Saudi Arabia had started preparing the ground to this event and held several seminars and meetings for this purpose. For example, the Counsel of the Saudi Chambers of Commerce held a meeting in Riyadh in September, 2004 in order to study the feasibility of establishing a "National Center for Saudi Family Business". The main role of this Center was to develop a vision for the family business in Saudi Arabia and prepare training and development programs for the second and the third generations in these companies. The secretary general of the Counsel stated that the main challenges that the Saudi family business face are: succession problems, heritage issues, power struggle, weak strategic planning, no separation between management and property, weak institutionalization, restructuring problems, lack of transparency and centralization (Asharq Al-Awsat, 2004). In addition, the Arab Organization for Administration Development (ARADO) in collaboration with some leading family business in Saudi Arabia and other Arab countries had organized several seminars about "Family Companies in the Arab World". The first seminar was held in Jeddah on December 2001, the second in Damascus (2003) and the third in Kuwait (2005). Interestingly, the next seminar will be about "Business Women in Family Business in the Arab World". 
All these seminars and meetings had stressed the importance of developing human resources in the family companies in order to deal effectively with the different challenges that these companies face. 
The objective of this study is to state the challenges which are related to human resources development in the Saudi family companies and suggest some solutions and alternatives to overcome them.

To achieve the objective of this study, the adopted method is based on literature review and on presenting a case of a program for developing human resources in general and developing the third generation in particular in a leading Saudi family business Al-Zamil Group.  

The mean that this study is trying to address is how a family leading business is trying to cope with the challenges of developing human resources development in a country that joined WTO recently (2005)?   
The challenges of HRD in the Saudi family business:
 The Saudi family companies face several challenges in Human resources management and human resources development. These challenges are articulated in several meetings and seminars as mentioned in the introduction. Most of these challenges are related to: Poor human resources management and development, no separation between ownership (property) from management, globalization & joining WTO, "Saudization", demographic issues and succession problems.
This study focuses on the challenges in the area of human resources development in the Saudi family business and how a leading company (Al-Zamil Group) had responded to these challenges.
Poor human resources management and development: 
Most Saudi family companies did not develop any system of human resources management and development. The only concern of these companies is how to get "work visas" for the expatriates and paying the employees their salaries which are usually determined by contracts. The lack of policy and system in human resources management and development are caused by several factors such as centralization of power in the hands of the owners (founders), poor organization and poor leadership styles.
One of the serious challenges that the Saudi family companies face is the conflict between the family values and the business values as Ghalayini (2003) had mentioned. This conflict is mainly on how to manage and how to develop human resources in the Saudi family business. 

Family conflicts can be related to the power struggle between the founders and their sons and relatives. They are also related to conflicting values and attitudes towards human resources management and development and/or to other principal managerial issues such as planning, leading, organizing and controlling.  For example, Al-Yafi (2003) had listed several problems in the area of human resources management and development in the Saudi family companies. These problems are due to serious conflicts between family values and business values. These conflicting values are summarized in the following table:

	Business values
	Family values
	HRM issues

	Recruitment should be based on competencies
	Insuring recruitment for relatives mainly sons
	Recruitment

	Compensating on the basis of the individual's values in the market and performance
	Compensating on the basis of the individual's needs and development
	Compensation

	There is differentiation among individuals to select and reward the best
	No distinction among relatives. The individuals are not means but ends 
	Evaluation

	Planning learning and development on the basis of the company's needs.
	Learning opportunities should be provided to the individual according to his development's needs
	Training & Development


Unfortunately, the author of this study did not find any empirical study which addresses human resources management and human resources development in the Saudi family companies. However, in a rare study about SME's, which are mostly family business companies, in Saudi Arabia, Looney (2004) reported after reviewing extensive surveys carried out by the Council of Saudi Chambers of Commerce and Industry (CSCCI) and the United Nations Industrial Development Organization several problems which confront SMEs in Saudi Arabia such as lack of credit/finance/capital, limited marketing skills and bureaucratic hindrances. However, the most challenging problems which he mentioned in my opinion are related to these companies' dependence on foreign labor. Dependence on foreign labor in Saudi Arabia is due mainly to poor human resources development in the country in general and to poor contribution of the Saudi family business in human resources development in particular. Nevertheless, one has to mention that the Saudi government had established a fund for "Human Resources Development" in order to help the employers to train the young Saudis who join the private sector and the family companies as a part of the government efforts to provide jobs for the Saudis (Saudization).  The role of this fund is explained in the following part.
The role of The Human Development Fund: 
The Saudi government established the Human Development Fund in 2000. The main objectives of this fund are:

1- To provide financial support for training the nationals (Saudis) and employ them in the private sector.

2- To share the cost of training Saudis and preparing them for employment in the private sector.

3- To bear a percentage/part of the employed Saudis' salaries in the private sector for a period of tow years. 

4- To finance programs and projects which aim to achieve "Saudization".

5- To provide loans to centers and institutions which train and develop "national labor". This loan is directed to develop the methods of these institutions.

6- To support research, studies and consultancy which are related to training and developing "national labor".  
Beside this fund, the government had opened several colleges which aim to prepare technicians and skilled labor in an effort to train and develop young Saudis in order to provide them with jobs in the private sector and replace the expatriates in this sector.

However, there is no clear evidence on the effectiveness of these efforts on the "Saudization" process and on reducing unemployment among young Saudis.     
The poor achievement of "Saudization" in the private sector and in the family companies might be attributed mainly to two factors: Preference of the cheap foreign skilled labor from countries such as India, Pakistan and Philippines and poor participation of the private sector in the human resources development aspects in the country. This observation is supported by Looney (2004) who had noticed "Ironically, given the ability of SMEs in many developing countries to create local jobs, many Saudi SMEs create very few. As part of the country's Saudization program, whereby the percentage of the jobs held by Saudi nationals was to reach 30 percent by the end of 2003, many of these companies have managed only marginal progress — two percent on average in the case of very small enterprises. As is often the case, imported capital and technology have, in effect, made many SMEs dependent on foreign technicians and manpower. Because of the pervasiveness of imported equipment across the kingdom, many companies face tight labor markets for skilled workers". 

The challenges of Saudization and labor competition in the Saudi market put more pressure on the private sector and on the family companies to spend more money on the human resources development through different means and methods such as "on the job" training programs and professional training programs in training and development centers which are "mushrooming" in the country.

In fact, Several Saudi family large companies such as Al-Zamil Group, Al-Rajihi, Ben Ladin Group and National Commercial Bank have achieved high percentage (70% to 80%) of Saudization in addition to success stories in training and developing human resources in general and in training and developing the second and the third generations of the family members in particular.

The serious challenges of human resources development in the Saudi family business are, in fact, in small and medium size companies which lack experience, leadership and structure in human resources management in general and in human resources development in particular.  
Contrary to the situation in family business and in SME's, successful programs in developing human resources are observed in some Saudi family leading companies such as in Al-Zamil Group. 
The group has a human resources management and development program for the whole group and has a specific program for developing the third generation of the owners' sons and relatives. This program is presented in this study as a case of developing human resources for improving the company's performance, achieving high level of "Saudizaion" and preparing succession (leadership) plan.    
A case study
HRD in Al-Zamil Group

Al-Zamil Group (ZG) is a renowned international conglomerate with diversified industrial and commercial interests ranging from air-conditioning manufacturing to food processing, plastics to steel fabrication and stained glass production to travel services. The Group is also involved in banking and industrial investment, petrochemicals and paint, fencing systems and packaging through its affiliations with numerous international organizations. 

ZG was founded by Sheikh Abdullah Al-Hamad Al Zamil as a commercial business in early 1930, in the Eastern Province city of Al Jubail. Under his guidance, the business grew rapidly from a trading entity selling food items and textiles (in Bahrain) to a successful real estate business (in Saudi Arabia).

 Today, ZG employs almost 8,000 people and it offers a wide range of industrial, commercial and consumer solutions and services, all of which contribute to its market leading positions at local, regional and international levels. 

During the start of the industrialization phase in Saudi Arabia (early 1970's), Al-Zamil Group established its core industrial base and accelerated growth through diverse activities. The Group growth was sustained by a cohesive sibling team of 12 Brothers. The Group currently comprises 23 managed and 35 associate companies.
Al-Zamil Group needs to prepare the business for globalization and post WTO competition. Thus, the Group needs to focus on large capital intensive Strategic business and it also needs to ensure a sustained growth over next Generations.
Consequently, Al-Zamil Group had established a family council which looks after the development of the third and next generations
.
In this study, I present Al-Zamil Group's Human resources development program for the whole Group employees and the "Al-Zamil Junior Forum" for the third generation of  the owners as a successful case of managing and developing human resources in a leading Saudi family business.
To study this experience, I have conducted two interviews with two directors in Al-Zamil Group. The first interview was with the director of communication and public relations of  the Group and the second was with the director of the training center in the investment holding company.
HRD in Al-Zamil Group:

· Clear and consistent HRD policies are established in all Group companies

· Group-wide systems for Top Management Group/ ZTG and Management Development Policies are in place and are functioning effectively

· Clear succession plans are in place for Top Management positions

· The Zamil Group is seen as a “preferred” employer and is able to attract the best management talent at all levels

· The HR staff  (if established) in Group companies see the Group HRD Head as a coach and mentor

· Independent Group Company MDs/ President look to the Group HRD Head for advice on HR issues

· The Group HRD Head is respected as a senior Holding Company executive and an important contributor to the forums that he is a member of

· The Group Chairman trusts the Group HRD Head to accurately represent the Top Management point of view to people within and outside the Group

· A few key cross-company initiatives are already in place and training center is established.
Regardless of these well articulated human resources development system, the author could not verify to what extend are these policies and procedures are implemented.  Nevertheless, I could verify that the Group had established a training canter which is going to be transformed to a training institute. As a process of verification, I had an opportunity to interview the director of this center who is a Ph.D holder. In addition, I could verify the existence of a Human Resources Development Program for Al-Zamil Family Members (third generation). This program is called "Junior Forum". More information about the training center and the junior forum are provided below:
The Training Center Objectives:
The corporate training center is modeled as a cost center which will help in the process of decentralization through dissemination of the value system. The training center also aids in professional development of management by strengthening

· Leadership

· Strategic planning

· High End Functional Skills

The Training Center will focus on training top management of various companies and members of the ZG's Third Generation (Junior Forum).
· In short, the ZG is spending a great effort in developing human resources for its different companies. However, it is not clear if the Group has a strategic human resources development plan for the whole Group or just for the Al-Zamil third generation.   To Meet Globalization challenges, the Group has to develop a general HRD strategy for all its employees (managerial and non-managerial positions) including non-Saudis.  
HRD in Junior Forum:

In April 2005 a new ZG Governance model was approved that separates management of the family affairs from the Business.

The formation of a Family Council in ZG is now in place. Part of the Family Council mandate is to look after a Junior Forum, which has now been set up. One of the primary functions of the Family Council and hence the Junior Forum is to develop Zamil Third Generation (ZTG) and subsequent generations to ensure continuity of the Zamil legacy through proper development of ZTG, smooth succession, and continued good health of the Zamil Family community. The primary objectives of this forum are:

- Provide a platform to impart Zamil family values.
- Increase ‘Cohesion’ among next generation.
- Provide guidance from seniors for development.
The Junior Forum agenda include the following actions:
- A session highlighting Zamil Family values 

- Discussion on training and development issues  

- Brief on Group activities and major developments

- Discussion about new projects and visits to projects sites 

What is interesting in this program is the emphasis that Al-Zamil Third Generation development program should be provided with an equal opportunity, along with other professionals.
The ZG is aware that the succession development plan has to go through a transition period and process which might be very challenging. Therefore, it is well articulated in the ZG's formal documents that:   

1. It is important that the next generation perceives succession as a voluntary, not an obligatory role. The company should follow an ‘OPEN DOOR’ policy

2. It is sometimes best for the successors to avoid working directly for the present owners of the family business for a period of time

3. As soon as possible, potential successors should be given specific responsibilities and areas of accountability to which clear cost or profitability results are assigned

4. Family members should be subjected to stricter appraisal system than other professionals.

5. Non performing family members should be treated as per laid down policies, like any other employee (lack of promotion is not as drastic as lack of employment).

The above stated objectives might be considered as a safeguard for the success of the third generation development program. 
Finally, it is worthwhile to mention that the ZG Junior development program is developed by a consultancy company; which reinforces the idea that this program is a professional plan. However, it is important to allow an external agent(s) to evaluate objectively the implementation process and dynamics of this program along with the other aspects of human resources development system in the whole Group through an empirical study. 
In short, Al-Zamil case might be considered as a learning case for other Saudi family companies especially for large and medium size companies. However, Saudi family business needs to invest more in HRD programs and meet globalization challenges.
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