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Abstract

This study aimed to search the reality of the governance of family businesses in Palestine with
focusing on industrial companies in the Hebron Governorate. The researcher used a
descriptive approach to conduct the study, and the study population consisted of all family
businesses operating in the industrial sector in Hebron Governorate. Because there are no
official statistics to fully determine industrial companies in the governorate, the researcher
used purposive sampling in the study. The researcher adopted the references used to confirm
that 100 questionnaires are adequate to reflect the study population in the lack of a clear
community framework. The questionnaire was used as a tool when 100 guestionnaires were
distributed and 84 were received. The questionnaire was divided into two sections: the first,
which included the variables demographic, that describe the sample, and the second, which
included 59 items distributed across five areas: the rights and duties of owners, transparency,
information disclosure and auditing, the board of directors and its responsibilities, executive
management, and corporate governance commitment, the role of stakeholders and corporate
social responsibility, Furthermore, the researcher used the interview to enrich the research and
enhance its results, These interviews were conducted with five companies whom the
researcher was able to reach them and who agreed to conduct the interview, and the basic
question was asked: What is the reality of governance, and their opinions were recorded and

analyzed.

The most important results of the study showed that the reality of governance of family
businesses, according to the attitudes of respondents to the questionnaires, was high. The first
regarding the rights and obligations of owners was the highest. The transparency, disclosure
of information, and auditing, followed by the executive management, and then the

commitment to social responsibility, and finally, the board of directors and its responsibilities,



and the increase in the degree of these principles were accompanied by differences in some of
the answers of the decision-makers in the businesses that were interviewed, as well as the
increase in the degree of these principles, reinforcing some points while weakening others.
There was an emphasis on the fact that companies are aware of governance. However, its
application is difficult because the owners believe their experience is necessary for the
business to succeed. No one can manage the work better than them, and they are aware of all
its challenges. Furthermore, the concentration of decisions in the hands of a certain set of
owners means they have control over all aspects of the business and believe that delegating
authority will lead them to lose control. In addition to emphasizing that the board of directors
is ineffective and does not function properly, the researcher stated that the board is made up
of members of the same family who seek to enhance, preserve, and keep up family values,
which was confirmed by the interviews, an essential item that the interviews and
questionnaires agreed on was the company's significant orientation toward social

responsibility and the high of its commitment, regardless of its objective.

The most important recommendations recommended by the researcher were for chambers of
commerce to create special departments for corporate governance and oblige companies to
join them and to hold workshops aimed at company owners and employees to educate them
about governance concepts and the impact of their application. Furthermore, the researcher
suggested increasing the awareness of the Family Business Governance Code in Palestine and
conducting additional research in this area , and the researcher recommends dividing each

owner's share among generations, in order to allow to start his own business.

Keywords: Corporate Governance, Family businesses, Family businesses Governance |,

Industrial companies.



o) Ao B das Lieal) ASHAN Auahd 1 opdaadh B Alilal) CSAY B AaSgal) adly

dl ) (il
8 dpelall SN g cplads b 3liled) AN AaSon adly 8 Caand) ) Al sda i

Al pdine (5S35 ¢lgad Ganll sl bl il Eiall) cransialy cpantlly Jial) dailas
Cilibas) aag Y 4y (Jalal) Abdlae 4 eliall g Uaill b dlelall Al GIGE) s (e
Agradl) Al ) eoallly ald) canls Aliladd) b Lieliall S0 QoS ypant] daialgs daan)
pe Jla (b Al adine Jia S 4AIS Dilan) 100 of S5 sacine aalye dlaic) o5 Gl
CaisSiy clgie Ailind 84 slajiuls Wgaigiy BalS Ailawy) aladial Sy craaly adine ) d9ag
B 59 ety Sl diel) Chmy 53 Ll ganall Chriall ad JoV) e e ALaY)
(38aly Cilasladll (o ladyly Ldlesl) DL sy Bsis 85 CVlae Ak o Ao
O A ALY e laa¥) ddosudl i) (s2ay (Louiil) 8)3Y)s caillgsnay B)Y) alaag
Gl dued pe LA 538 ehyal Aig canili 3ady ) (gl Ablaall aladials Cals Laalil
L des ula) Jisd)l 25k @5 bl el aglsds agll dsasl) Lald) Ciellin) (e

el aglhl Joss g daSsall 2l
il LA Ganaieaall ¢iysaat Cany Llilad) GIKGA] $aSon adly o) Aushall il aaf gl
zlai¥ly 2deal) Tase &5 (rag o AoV sa DLl clialys Ggin Galad) JoY) o) IS8 dadiye
o lin¥) ddgsadl alF) (3 fae & (e cdadinl oY) Tae 4l ¢aixlly lagledll oo

U (b CEa) 4B foaball o3a dagy gLy cibiadlay HIAY) Gaae 8V Taall 6l



Ll ey Chaaily chaliil) (ans 355 53 llie & ) GlSHal A OLE Glaal @ilila)
e Tas e Lehuls (Sly Al A5 e aSpall of o aSh dllia IS8 (AT Lals e
alie paen alag deall 1y (e Jeadl 4358 Glll) B 2 ling mady Ja deadl o D)
ol US o pgiplas Jims DLl (o dume 8 3 b LA 5K o) ) ABLaYL el
I adae o e astl) ) dELRYL ) aasihy 8 ciladlall s b aaalisely el
O S Galaal) Ol dpudy @Bl 4S5 Lo ) agm 138y ccang WS 4 Jaald) i Yy Jlad e
xS Lo aal 13 IS5 clalpainds lgale ddadlaally Al ad S0a5 () oands ) Lgasds AbiLal) )
Lol A5 ) s lilawy) pe LA il 4 il e aal Wl lgila) @ Al DL
e Caagll e Hhal (e Led AN (Saa5 dae Lain ) dulggua) olas e 4ag

AeSyns Lald ilgs Glanialy dplaall Capall s of (@ialll Ly Coag) ) Cluagil) aal calSy
O L clalally ISHA @Dl Caagios Jee s Ly ¢lad) alacalVL @l oy cilS)al
LaSsn Aigde Lt el bl cuagl Al Lo sdle dlginkn fly AaSoall aalie a8 dal
ponaiy Liad Ealll Cacagly cagadl 13y SaY) o 2l ehals coplaads 8 Al IS
g Aaldl) JleeY) oli) agd iy s 2@l JLal) dlxi) e ol e paasl)

e liall 1S5a0 ¢ Allall S Ha) AaSsn ulilal) Al ¢ lSHAl AaSsn tdualitad) cilalsl)

\



Table of Contents

DIBUICALION. ...ttt ettt bbbt b et b bbb n et I
ACKNOWIEUGEMENTS. .....c.viiiieiieie ettt et et e e et e e esbe e teeseesteenteaneesraeneenee e I
AADSEFACT. ... ettt Il
(01 F=T o] (= 0] 1T SR PRT USRS 1
I [ 11 (o [F i { o o O TSRO T TP PR PRORPRPPO 1
1.2, Problem STAIEMENT.........c.ooiiiiiet et b et 3
L3 PUIPOSE. ..ttt ettt et ottt ettt ettt ettt et a bt e bt e a bt e ke e s Rt e e ke e R bt bt et e e b e e nr e e naeeanns 4
1.4. Significance Of the STUAY.........cooveiet e 5
1.5. SCOPE OF the STUAY .....eovieeieeiet s 6
1.6. THE STUAY SEIUCTUIE.......cveitieieeet ettt ettt te et e st e e nbe e esreesteeneesreenee e 7
2.1. Literature review: (Theoretical Framework)...............coooveiieie i 8
2.1.1. COrpOrate GOVEIMANCE.........eeeiurieees eeesirteesireessbeeesbeeeasbeeesbeeessbe e s snbeeessbeeassbesasaeeaseeennes 8
2.1.1.1. Principles of corporate gOVEINANCE............... coeveereeieieerie e se e se e sre e ens 11
2.1.1.2. Corporate governance in PaleStiNg............... coeiveveiiieie e 16
2.1.2. FAMIIY DUSINESSES......cveieeieeie sttt ettt e e e be e sre e nnes 18
2.1.2.1. Family business in Palestine...............coooiiiiiiiinie e 20
2.1.2.2. Challenges of Family DUSINESSES...........c. oiiiiiieiiieriesceee e 24
2.1.3. Corporate Governance in Family BUSINESSES..........cccce vvririniiiiienese e, 25
2.1.4. The relationship between corporate governance and performance........ ....c.ccooveeeneee. 27
2.2. PrEVIOUS STUTIES: ......eitieeeeteeeee ettt bbbttt 30
2.3. CommeNts ON PrevViOUS STUAIE S ....vviiei et it ee e nee e nnes 37
3.1 MELNOAOIOQY....c.eeoeieeieiiet bbb 38
3.1 1. THE STUAY'S DESIGN....cuviieieeeeet ettt bbbttt bbbt 38
3.1.2. The study POPUIALION. .........c.. o 38
3.1.3. The StUdY SAMPIE.......cceieiees et 38
3.1.4. THE SUAY TOOIS.......ooieiet et b e b 41

VI



T 0 17111 OO 42

3142 VAIHIY ..o e s ee e s e eeees e 43
3.1.5. SErUCTUIE INTEIVIBWS. ......eetiieieeie sttt bbbt 49
3.1.5. 1. SAMPIE INTEIVIBWS. .....oeieieiieiteiteite ettt bbbt 49
3.1.5.2. Constructing StruCtured INTEIVIBWS...........ccovt veerieriesie e 49
4.1. RESUILS @Nd ANGIYSIS.........coiiiies ettt te e te e e sreeste e e e reere e 50
4.1.1. The Analysis Of the Study QUESLIONS............ccveet erierie e 50
4.1.2. ANAlYSIS OF INTEIVIBWS......c.viiiiie ettt nne e 65
5.1. Discussion of results and recomMmeNdations.............cccce verreierireieeeneseese e 71
5.1.1. Summary of the results based on the study qUESLIONS:.............cco. cevvevievieve e, 71
5,12, RESUITS. .. e 75
5.1.3. INTEIVIEBW TESUITS. ..ot ettt bbbt 80
5.1.4. CONCIUSIONS. ...ttt ettt bbbttt b bbbt bt 82
5.1.5. RECOMMENUALIONS. ......ouiiiiiiiiies ettt bbbt 84
RETEIBINCE. ...ttt b ettt b ettt 85
Appendix NO.1: The Study QUESLIONNAITE..........ceiveiiieierieiesieeiesee e 95
Appendix NO.2: Names of the questionnaire JUAQES .........cccererereeieeiieiese e, 101

VI



List of Tables

Table (1): Frequencies (N) and Percentages (%) of the respondents in the study sample
according to their personal and demographic characteristics. ...........ccccvvvvvvviiiiiiiieeeeeeeeennns 39
Table (2): Frequencies (N) and Percentages (%) of the business characteristics based on the
respondents in the StUdY SAMPIE. ......cooiiiiiiiie e e 40
Table (3): Cronbach’s alpha coefficients for the study domains (N=84)............c..eeevvrrrnnns 42
Table (4):Pearson Correlation coefficients between the items and their total degrees of the
StUAY dOMAINS (NZ84). .. e e e e e e e e e e e e e e eeeeeenenes 43
Table (5):Pearson Correlation coefficients between the total degree of each sub-domain and
the total degree of the main domain (N=84). .......cccoeeiiiiiiiiiiiii e 48
Table (6): Means, Standard Deviations, and Percentage weights of the respondents’
perceptions toward the reality of corporate governance in family businesses in Palestine. .... 50
Table (7): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of rights and obligations of shareholders in family business. .52
Table (8): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of transparency, disclosure of information and auditing in
FAMITY DUSINESS. ... 54
Table (9): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of board of directors in family business. .........cccccccccceeeeeennn. 57
Table (10): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of executive management in family business. ...................... 60
Table (11): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of CG commitment, the role of stakeholders and corporate

social responsibility in family DUSINESS. .......ccovvviiiiiiiie e 63



List of Appendices
Appendix NO.1: The study QUESLIONNAITE  ......ceeieieierieeeeeceeeee e 93

Appendix NO.2: Names of the questionnaire judges .................cccevevvinnn... 99

List of Abbreviations

OECD Organization for Economic Cooperation and Development
CG Corporate Governance

MENA Middle East and North Africa

SMEs Small and Midsize Enterprises

GDP Gross Domestic Product

CEO Chief Executive Officer

FOBs Family Owned Businesses



Chapter one: Introduction

1.1 Introduction
After a series of collapse and various financial crises that occurred in many companies,

especially in developed countries, as a result of weak control mechanisms by the actions of
members of the Board of Directors and Executive Directors or Managers, interest came the
corporate governance. The idea of corporate governance can be traced back to Berle and

Means (1932).

Corporate governance is one of the new requirements for the promotion of the economy
through the application of its concepts and principles based on transparency, disclosure,
accountability, responsibility, clarity, justice and other important values addressed by the
Organization for Economic Cooperation and Development (OECD), Corporate governance is
a means to make the company better (Sumani & Roziq, 2020), and because its application is
reflected in a real added value for companies, corporate governance has substantial effects on
the financial health and performance of businesses, which in turn affects the nation's economy
(Rezaee, 2009), and reducing potential conflicts between managers' interests and those of
shareholders is the goal of corporate governance (Jensen & Meckling, 1976). Family
businesses are a pillar of any national economy because they constitute the largest part of the
economy, so focusing on them is very important, despite the fact that family businesses and
entrepreneurial activities have received adequate attention in the literature across the globe,
little research is done on family businesses in the Arab Region, and as a result, there is very
little literature that takes family businesses and entrepreneurial activities into account (Basly,
2017). Moreover, the application of governance in family businesses is very essential in terms
of their sustainability. Hence, creating a suitable governance structure may mitigate the

effects of growing family and ownership complexity (Jaffe & Lane, 2004). Therefore, one of



the most significant problems identified with family businesses is the continuity of the

business (Merchant & Mallik, 2017).

Therefore, the major issue of family business, as mentioned in the international literature, may
be summarized in the sustainability of these companies and their continuity across
generations, so corporate governance came to find the best practices in these businesses that

achieve their goals.

Academics argue that in order to manage two overlapping systems: the family and the

business, family enterprises must build effective governance frameworks (Lansberg, 1983).

According to the number of economic units, family businesses make up the majority of the
private sector in both developing and developed countries, which highlights the significance
of family businesses. There are roughly 104,000 economic units in the Palestinian economy,
of which 91% are private sector, 5% are government ministries and sub-governments, 2.6%
are non-governmental organizations, and 1.4% are local government and UNRWA (United
Nations Relief and Works Agency for Palestine Refugees) units (PCBS, 2006). Therefore, we
can conclude that the Palestinian private sector is mainly family business, and it is applied to

all sectors, such as the industrial sector, which constitutes an important focus in this study.

Subsequently, it is necessary to drop the principles of governance to family businesses in the
industrial sector, which drives economic development. The good corporate governance is
considered crucial for family businesses and enhancing their performance, and leads to the
sustainability of these businesses. Therefore, this study examines the current reality of family
business governance in the industrial sector, which constitutes the largest part of the
Palestinian economy, and to study the extent to which family businesses are committed to

these principles and concepts.



Good governance is therefore essential for stable economic growth. As a result of industrial
capitalism's economic growth over centuries, corporate governance has steadily changed in
developed countrie (Chowdary, 2003). However, corporate governance has not gotten as
much attention in the context of developing countries as it has in industrialized ones
(Klautzer, 2013). Furthermore, the corporate governance practices in industrialized countries
may not be entirely appropriate for developing countries due to the economic, social, and
cultural contrasts between them. Palestine is also in this scenario because it is a developing

nation.

However, research from recent years indicates that family-owned businesses with good
governance processes expand more quickly and live longer because they are more likely to
implement strategic and succession planning. Even a decade ago, the necessity for family
firms to modify their strategy, worldwide managerial procedures, as well as the top

management's philosophy, was cited as a reason for change (McDonald, 2001)

1.2 Problem statement

Despite the critical importance of family businesses in the national economy, their future is
fraught with threats, challenges and difficulties that threaten their sustainability and
intergenerational transmission. Through reading the literature, there is corporate governance
through which best practices are applied that work to separate ownership and management,
which means the best application of corporate governance practices can reduce these threats
to the continuity of family businesses. Hence, the industrial sector, which is the most
significant source in the development process, is one of the most crucial areas that needs to be
focused on. In Palestine in particular, family businesses are among the most crucial sources
that need to be studied and examined because they constitute a large percentage of the

companies that dominate the business sector.



The most contradictory problem in family business management is the dispute that develops
between all stockholders in the business, and continues to the future through generations, and
to what extent the family may endure without being voluntary liquidated or separated. This

problem exists across cultures and in all economic maturity levels.

Because the industrial sector is very important and comprises 20763 industrial establishments
are among the operating sectors in Palestine (PCBS, 2017), and Hebron Governorate is one of
the largest governorates contributing to the Palestinian economy. Therefore, this study came
to examine the reality of the governance practices applied in family businesses. The problem
of the study revolves around one of the most important dimensions to be applied in family
businesses, given that governance is broad and important in the survival and growth of family

businesses.

1.3 Purpose

Corporate governance and its practices enhance the sustainability of family businesses, which
leads the researcher to conduct descriptive research on the reality of these practices in family
businesses, which so far has not found a clear path in developing countries. This study aims to
explore the reality of corporate governance and its practices and mechanisms as applied in
Palestinian family businesses, especially in Hebron Governorate., which is one of the largest

governorates, whereas the sub-objectives are:

e The reality of rights and obligations of owners in family businesses.
e The reality of transparency, disclosure of information and auditing in family

businesses.
e The reality of board of directors in family businesses.

e The reality of Executive management in family businesses.



e The reality of corporate governance commitment, the role of stakeholders and

corporate social responsibility in family businesses.
The study questions:
The main question:
- What is the Reality of Corporate Governance at Family Businesses in Palestine?
The sub questions for this study:

1- What is the reality of rights and obligations of owners in family businesses?

2- What is the reality of transparency, disclosure of information and auditing in family
businesses?

3- What is the reality of board of directors in family businesses?

4- What is the reality of executive management in family businesses?

5- What is the reality of corporate governance commitment, the role of stakeholders and

corporate social responsibility in family businesses?

1.4 Significance of the study

Due to many corporate scandals and failures, governance has recently undergone a marked
resuscitation in the framework of general business. However, Corporate governance fields are
a significant concern for the majority of family businesses as well. While researchers,
business owners, and advisors to family firms all appear to be becoming more interested in
family business governance, academics see the subject as a chance for theory development

and research.(Pieper, 2003).



Although research has come a long way, it is still relatively early to understand how family
businesses behave in various circumstances (Wright et al. , 2014). Therefore, in view of the
dominance of family businesses over the national economy, it is necessary to conduct
research that examines the reality of corporate governance as applied to family businesses in

Palestine.

The topic is not only of academic interest; it is also one of the top priorities on the agendas of
family business owners and their advisors, corporate governance is an important concept that
should be studied as a result of its great importance and the impact of its practice on
companies. As a result of the increasing importance of corporate governance, many
institutions have made sure to study and analyze this concept, including the International
Monetary Fund, the World Bank, and the Organization for Economic Cooperation and
Development (OCED). This study is therefore designed to examine the reality of governance
in family businesses in the industrial sector, which is an important part of the Palestinian
economy. Hence, in both developed and developing nations, family businesses and

entrepreneurship create jobs and generate money (Sanguino et al, 2018)

1.5 Scope of the study

The study focuses on directing research into the reality of governance of family businesses
operating in the industrial sector, which is one of the most important sectors in Palestine,
particularly in the Hebron Governorate, and family businesses are the foundation of all
emerging businesses, requiring governance in order to continue which the study conducting

in 2024,



1.6 The study structure

This thesis is divided into five chapters: The first chapter gives a summary of the study, the
problem investigation, and its main goal, then the second chapter presents the theoretical
framework for corporate governance and family businesses, and a set of previous studies.
Later, the third chapter covers the study technique, population and sample, and instruments.
The next two chapters evaluate and explain the findings, draw conclusions, and provide

recommendations.



Chapter two

2.1 Literature review: (Theoretical Framework)

2.1.1 Corporate Governance

There are two main schools of thought that laid the foundation for corporate governance
theory, Agency theory and Stakeholder theory, which formed the basis of corporate
governance theory. According to the conventional agency relationship, an agent acts on behalf
of another (the principal). The principal-agent problem, also known as the agency dilemma,
and the difficulty or expense for the principal to confirm what the agent is actually doing are
two factors that contribute to many agency problems (Herrero, 2011), Also, the owner or
shareholder serves as both the principal and agent in small and family businesses. On the
other hand, all individuals and organizations that potentially have an impact on or are
impacted by a company's operations can be thought of as stakeholders. Stakeholder theory
makes it clear that managers must consider the interests of all parties involved in a
corporation when making decisions (Jensen, 2001). These two theories take into account the
various ways that business owners can set up their corporate governance systems (Colarossi et

al., 2008).

Corporate governance is crucial in business literature as it makes it easier to accomplish
company goals, explains how decisions are made, specifies how management and other
stakeholders are allocated rights and obligations, and ensures that company behavior is in line
with societal expectations (Manawaduge, 2012). Globally, corporate governance has attracted
a lot of attention, Due to particular political, social, economic, cultural, and religious

standards, many corporate governance systems have historically emerged all throughout the



world (Licht et al., 2005), so the term "corporate governance™ has been defined in a number of

different ways by studies.

All parties involved in an institution's management and oversight rely heavily on corporate
governance. As a result, it is the instrument that ensures the effectiveness of the company's

management in terms of resource utilization and risk management.

All nations have been urged to adopt global corporate governance standards by numerous
international organizations, including the World Bank and the OECD. They have also created

corporate governance principles (Aguilera & Cuervo-Cazurra, 2009).

The Organization for Economic Cooperation and Development defines corporate governance
as the laws and customs that control how a corporation's managers and shareholders interact
with its stakeholders. By boosting market trust, financial market integrity, and economic

efficiency, it promotes growth and financial stability (OECD,2004).

Whereas a collection of interactions between a company's management, board, shareholders,
and other stakeholders is known as corporate governance. Additionally, corporate governance
offers the framework through which the company's goals are set, as well as the methods for

achieving them and evaluating performance (OECD, 2015).

The topic of governance has grown to include many different aspects, such as those related to
shareholder and related party rights, until it includes the establishment's commitment to its
social responsibilities towards the community in which it conducts its business. Governance

has become one of the prerequisites for good management (Porter & Kramer, 2007).

Corporate governance is defined as "involved with maintaining the balance between
individual and collective interests, as well as between economic and social goals and between

individual and communal goals. (Cadbury, 2002).



The practice of corporate governance is seen as an internal system for managing management.
A company can improve its performance with the support of good corporate governance,

which is a powerful weapon (Ghabayen, 2012).

The Organization for Economic Cooperation and Development (OECD), which published the
principles of corporate governance and its applications in 1999, and the Basel Committee,
which published the principles of bank governance, are two international organizations that

are eager to examine and research the idea of governance and its rules.

There is a misconception that adopting corporate governance entails high costs with no
guarantee that these costs will bring benefits to the family business. Despite the fact that
implementing corporate governance adds additional costs, such as appointing independent
directors, developing an internal control system, and conducting external audits, these costs
are outweighed by the long-term benefits gained from implementing corporate governance

(Jordan Institute of Directors, 2013).

Arab nations have established rules addressing corporate governance principles as a result of
their recognition of the significance of corporate governance. Egypt is one of these nations. In
2005, the General Authority for Investment and Free Zones published a set of governing
principles that were in line with those published by the Organization for Economic
Cooperation and Development (OECD). The Capital Market Authority was issued in the

Kingdom of Saudi Arabia in the year 2006 AD (Talahma, 2012).

The final version of the Code of Conduct was published by the National Committee for
Governance in Palestine, which is made up of 13 institutions, including the Palestinian
Capital Market Authority, the Financial Market, the Companies Controller, the Palestinian

Monetary Authority, the Association of Banks, the Businessmen Association, the

10



Coordinating Council for Private Sector Institutions, and the General Union for Insurance
Companies, Auditors, Lawyers, and Academics, in February 2009. This code was created in
an effort to address the flaws in the legal regulation of corporate governance principles in the
corporate governance laws currently in effect in Palestine, such as the Companies Law No. 22
of 1929 in the Gaza Strip and the Jordanian Companies Law No. 12 of 1964 in the West
Bank. The Banking Law No. 2 of 2002 and Law No. 13 of 2004 concerning the Palestinian

Capital Market Authority (Talahma, 2012).

2.1.1.1 Principles of Corporate Governance

The OECD Principles of Corporate Governance offer precise recommendations for enhancing
the legal, institutional, and regulatory framework that supports corporate governance, with a
focus on publicly traded businesses, for policymakers, regulators, and market players.
Additionally, they offer helpful recommendations for stock exchanges, investors, businesses,
and other parties involved in the process of creating sound corporate governance. They have
been recognized as one of the 12 fundamental principles for financial stability by the

Financial Stability Forum (Leipziger, 2015).

The OECD Principles, which were first released in 1999, have since established themselves as
the global standard for corporate governance and served as the inspiration for several reform
initiatives undertaken by both the public and private sectors. Through a process of
comprehensive and transparent consultations and drawing inspiration from the work of the
Regional Corporate Governance Roundtables for non-OECD countries, the Principles were

updated in 2003 to reflect changes since 1999 (Leipziger, 2015).

According to the Organization for Economic Cooperation and Development (OCED), the
principles are not binding, but rather they are intended to be reference points that can be used

by policy makers during the preparation for action on governance methods.

11



The principles for good corporate governance practices were included in the Palestinian
Corporate Governance Code, which was published in February 2009. These procedures
should guarantee effective involvement and management and protect the interests of

shareholders and stakeholders.

Therefore, Corporate governance is based on several principles adopted by the Organization

for Economic Cooperation and Development (OECD), and these principles are as follows:

(1) The rights and obligations of shareholders:

As these shareholders are the company's basis and the primary goal of applying
governance is to enhance their wealth, it is generally known that the rights of shareholders
are among the crucial principles for the application of corporate governance. Therefore, in
addition to their crucial role in choosing the Board of Directors, which includes an
effective executive management capable of carrying out the tasks assigned to it in order to
achieve the objectives set by these shareholders, their role in defining and setting the

company's strategy is clear (OECD, 2004).

Corporate governance ensures that rules and procedures for making decisions on
corporate affairs are clear and distributes rights and responsibilities among the numerous
players in a firm, such as the board, managers, shareholders, and other stakeholders

(Feleaga et al.,2011).

In addition, Klapper & Love (2004) suggest that good corporate governance practices are
more essential in countries with inefficient enforcement and weak shareholder rights. The
conclusions of their study have significant policy ramifications, urging businesses in
nations with lax legal systems to adopt excellent corporate governance procedures even

more.
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(2) Transparency, disclosure of information, and auditing:

The corporate governance framework should make sure that all relevant information about
the firm, such as its financial status, performance, ownership, and governance, is disclosed

in a timely and correct manner (OECD, 2004).

One of the fundamental foundations of the degree to which a company is committed to the
principles of governance is the disclosure and commitment to transparency with regard to
financial and administrative information in line with the law's regulations and the internal
system of the company (Guidelines for the Governance of Family Businesses in Palestine,

2014.)

The necessity for transparent governance has become even more critical in light of the
recent global financial crisis. Indeed, transparency is a crucial component of corporate
governance and is frequently associated with a stable financial system. Ho et al. (2008)
emphasize the significance of governance structures in a study of Malaysian companies;
they discovered that better governance led to considerable improvements in corporate

voluntary disclosures and that large corporations tend to reveal more information.

Therefore, Chen et al. (2007) reinforce that good disclosure practices are a type of good
corporate governance because transparency and disclosure are important and essential
aspects of corporate governance. If a company has poor information disclosure and
transparency procedures, the market may anticipate more severe information asymmetry

issues.

According to a review of the literature, the Middle East and North Africa (MENA) area

has a major transparency gap when it comes to corporations (Leigh, 2011).
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(3) The board of directors:

The board of directors is one of the mechanisms used by employers to monitor executive
managers, and through them, policies and strategic plans are defined, and its members are
selected in order to achieve their interests. Being a crucial internal control mechanism, the
board of directors plays a significant role in establishing the strategy and effectiveness of
an organization. The corporate governance structure should assure the firm's strategic
direction, the board's effective management oversight, and the board's accountability to

the company and its shareholders (OECD, 2004).

As the company's top executive unit, the board of directors is in charge of developing

policies and strategies as well as overseeing operations (Ahmed & Géabor, 2012).

As stockholders' expectations and needs change with each succeeding generation in
charge, family business boards of directors must be extremely explicit about share
succession and evaluate its impact on company strategy. In a family business, the choice
to establish a board of directors is intimately related to the company's stage in the firm's
life cycle, and discovered certain common traits that influence the board's makeup and
function based on the family generation and corporate maturity stage. In the first
generation, when the owner operates the business personally, boards are frequently absent.
All business decisions are often made by the owner, and no accountability exists.
Entrepreneurs frequently don't feel the need for a supporting body when making
decisions. Entrepreneurs start thinking about creating a board when the second generation
starts working in the family firm to help them deal with the expansion and inevitable

conflict brought on by bringing their children into the organization. (Brenes et al. 2008).

14



This suggests that the board acts as a mediator between the principals and the agents to
ensure that capital is directed to the right objective. The board also plays a significant role
in corporate governance, including overseeing management performance and ensuring

investors receive a reasonable return on their investment ( Ongore & K’Obonyo, 2011).

(4) Executive management:

Non-family executive involvement in family firms is a very important topic that is always
being researched and studied (Klein & Bell, 2007). According to a study conducted in
Saudi Arabia, in order to achieve reasonably high performance and maintain the survival
and longevity of the firm, ownership should be completely segregated from the other

aspects of a family corporation's governance (Sahni et al. 2007).

From research done on Saudi family companies, the author developed a framework that
enables the creation of a governance structure for control and coordination. According to
the study, in order for a family business to achieve reasonably high performance and
guarantee its survival, ownership needs to be completely isolated from the other aspects of

the business's governance (Sahni et al., 2017).

The executive management of any company plays an important role in its success, as
preparing a good manager for the company during the current business is the best decision

taken for the continuation of the family business (Salameh, 2017).

(5) CG commitment, the role of stakeholders, and corporate social responsibility:

Corporate social responsibility focuses on the accountability and transparency of
corporate actions that include social, ethical, environmental, and economic efforts, which
are often voluntary and placed both inside and outside of market and commercial

transactions. It is the responsibility of for-profit and not-for-profit organizations for their
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impact on stakeholders, the natural environment, and wider society (Riano & Yakovleva,
2019), and the World Business Council for Sustainable Development defines corporate
social responsibility as the “continuing commitment by business to behave ethically and
contribute to economic development while improving the quality of life of the workforce,

their families, as well as of the local community and society at large.”

The social responsibility movement began as a result of public outcry about detrimental
effects of corporate activities, including child labor, poor working conditions, unpaid

overtime, and environmental damage. (Blowfield & Murray, 2014).

Social responsibility is a very important topic that is required of all companies operating
in society, not just family businesses, as mentioned by Halme et al., (2009), all businesses
operating in a society are expected by the government and international organizations to

be responsible for the environment and society at large.

The idea of social responsibility is in high demand and is expected to be implemented in
the future through specialized departments, targeted strategic plans, and the allocation of a

certain amount of company funds.(Aljabari, 2016).

2.1.1.2 Corporate Governance in Palestine

In terms of governance, Palestine is not far from the worldwide norm. In addition, the private

sector and Palestinian businessmen played a significant role in attempting to spread the

culture of governance in Palestine. The Palestinian Capital Market Authority established the

National Committee for Governance, whose goal was to develop a unique system of

governance and try to install it in Palestine (Qabaja et al., 2008).

The importance of the CG cannot be understated because it creates the organizational climate

for the internal operations of the company. The SMEs sector in Palestine will greatly benefit
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from CG's introduction of excellent management standards, a strong insider auditing
committee, and several opportunities for growth. Applying CG to Palestinian SMEs might
help them become more entrepreneurial and competitive by bringing new strategic
perspectives from independent outside directors. The right use of CG concepts in
entrepreneurial businesses cannot pose a threat to value development. In light of this, it is

crucial for businesses to make commitments to value generation (Dwaikat et al., 2020).

In Palestine, there isn't really a concept of governance because businesses listed on the
Palestine Stock Exchange follow the law's requirements, such as the requirement to publish
financial information, and those not listed don't. So long as there is no law, businesses do not
adhere to any governance principles, including the appointment of boards of directors or
internal auditors, disclosure, transparency, accountability, and accounting, raising capital, or
informing shareholders of their rights, practices, and accountability, all of which are illegal in

Palestine (Alawna, 2008).

In light of the international trend towards a culture of governance, the Middle East
Partnership Principles emerged in 2003, which was a two-year regional project targeting the
business and economic sectors, and focusing efforts on corporate governance as essential to

private sector development and institutional reform.( Qabaja et al, 2008).

Despite the widespread interest in applying corporate governance in Palestinian public
shareholding enterprises, there has recently been interest in doing so in private sector
businesses, particularly family businesses, as they make up the largest portion of any nation's

economy.
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2.1.2 Family Businesses

Family enterprises are the oldest and most prevalent type of commercial organizations in the
world (IFC, 2018), so the importance of family enterprises in current economic operations in
both developing and developed countries cannot be neglected, since evidence suggests that
these businesses have significant economic potential in addition to their significant social
contributions. (Gtéd and Gtod , 2017), whether in developed or developing countries, family
enterprises and entrepreneurship help create jobs and generate money everywhere (Sanguino

etal., 2018).

The difference between family and non-family firms appears significantly in age, growth,

performance, and corporate governance and control (Amit & Villalonga, 2004).

Specifically, there are at least two reasons why it is important and pertinent to understand the
family business phenomenon in the Arab Middle East. First, family firms account for up to
90% of all businesses in the Arab Middle East, employ 80% of the labor force, and produce

60% of the region's GDP (PWC, 2016).

Family businesses have been regarded as the engine part of the developing countries
economy. The majority of enterprises are run by families. They are the driving forces behind
socioeconomic development and wealth creation. One or more family members who are
actively involved in the day-to-day management of the firm own and operate it (Abuznaid,

2014).

Since most family businesses are private, precise information about them is difficult to get.
Since there is no clear, quantifiable definition of a family business, measuring the impact of
all family businesses has made it more difficult. The percentage of ownership, strategic

control, engagement of several generations, and the aim for the business to continue in the
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family are just a few of the many distinct criteria that experts in the area use to differentiate

these businesses (Astrachan & Shanker, 2003).

A family business is a corporation in which two or more family members jointly own it or

collaborate on its management (Longenecker et al., 2003).

Litz (1995) identified the family business as “a business firm may be a family business to the
extent that its ownership and management are concentrated within a family unit and the extent

its members strive to achieve and/or maintain inter-organizational family-based relatedness."

Likewise, a family firm is one that is governed and/or managed to create and pursue the
vision of the business held by a dominant coalition owned by members of the same family or
a small number of families in a way that may be sustainable across generations.(Chua et. al,

1999).

Family businesses are one of the distinctive forms of companies that are often small in size,
and these companies refer to any company that is primarily owned by individuals belonging
to a particular family. This special situation indicates the prediction of a permanent and
dominant family climate within the company, as the dominance of the team spirit in the
company encourages interdependence between employees, as well as build long-term
relationships between suppliers and all stakeholders that deal with the company. It is possible
for the employees of the company to feel a sense of belonging to the family and a strong
commitment to the objectives of the company at the same time. As a result, you find that
family businesses are often far from the pressures of the stock markets, and are characterized
by centralization, which leads to the stagnation of organizational thought in family
companies, and a weak possibility of the emergence of new ideas to achieve long-term

development (Aldabl, 2013).
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Because family enterprises must take into account the interests and preferences of the owner
family in addition to dealing with common commercial possibilities and requirements, they
are more likely to require long-term management. According to statistics, just 30% of these
businesses continue to operate beyond the second generation, 10% make it to the third, and
only 4% make it to the fourth. However, family enterprises exhibit advantageous traits. (ward,

2002).

2.1.2.1 Family Businesses in Palestine

Family businesses don't last very long at all. According to the second Family Business
Conference, which was held in Jordan in 2010, family businesses in the Arab world only last
24 years. Just 30% of them are passed down to the second generation, only 10% are passed
down to the third generation, and only 3% survive past the third (Jordan Institute of Directors,

2013).

Many family firms were the most successful firms in the Palestinian economy. In almost one-
third of Palestinian family enterprises, there is discord over how to run the company. Most
often, a management quarrel causes the business's operations to suffer, and finally, the
partners dissolve the company. Additionally, all corporate groupings may experience
managerial conflicts. In addition to that, the food and beverage industry, apparel, wood and
metal furniture, hotels, retailing, and wholesaling sectors were where the most successful
family businesses were found. Some family businesses have a market share of up to 95% of
the overall demand for their particular products in the Palestinian economy. While the average
size of a Palestinian economic unit is about five people per institution, some family

businesses employed between 200 and 350 people. (Sabri, 2014).

Family business is dominated in Palestine, as 96% of Palestinian SMEs are considered family

firms, over 70% of them are located in the West Bank (Abuznaid, 2014).
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The following will be explored in relation to the study Sabri (2014) conducted, which covers

the key aspects of the topic of governance succession and the life cycle of family businesses:

6-

According to the number of employees, sales volume, and market share, many family
businesses have been the most prosperous firms in the Palestinian economy over the
previous forty years.

The manufacture of food, beverages, clothing, wooden furniture, metal, hotels, retail,
and wholesale were the key industries where family businesses were most successful.
Almost 95% of the overall demand for some family-run enterprises’ goods in the
Palestinian economy was captured by their market share. While the average size of the
Palestinian economic unit is roughly five people per institution, some family
businesses employ 200 to 350 people.

Conflicts between family members who manage their own businesses occur in about a
third of Palestinian family businesses. The majority of the time, management disputes
stop businesses in their tracks, and finally, the partners split the business. Also, all
corporate groups exhibit inconsistent management.

Palestinian family businesses frequently have management disagreements between
partners, either historically, which has resulted in the division of numerous successful
businesses, or today, where family governance members are either working on a
solution or are expected to be in it. Expresses a drop in sales volume in comparison to

earlier years in the near future.

10- Most third-generation family businesses will be dissolved, divided, or acquired by

private parties.
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According to Anabtawi (2011), the advantages of Palestinian family businesses are as

follows:

11-Inherited business experience, as these companies are based on the principle of
financial support by a group of people.

12- Flexibility in facing the obstacles caused by the occupation.

13- Rapid adaptation to changes.

14- The effectiveness and vitality of the financial and administrative performance are due
to the presence of more than one member of the family, all of whom work for the

continuation of the company.

Every company has its advantages and disadvantages, and family businesses are no different.
There are differences between each sort of business, though, as well as in how they approach

problems. The family company, in general, has the following strengths and weaknesses:

15- Some of these strengths include: (Cadbury, 2000) & (Ward, 2002):

v' The Commitment, which the family, as the company's owner, devotes itself
wholeheartedly to seeing that the enterprise expands, thrives, and is handed on to
the following generations. As a result, many family members identify with the
business and are typically ready to put in more effort and reinvest some of their
earnings in order to help it expand over the long run. On its family-owned
company clients.

v Continuous Knowledge, which the transmission of collected knowledge,
experience, and abilities to the next generations is a top responsibility for families
who own businesses. From a very young age, many family members get fully
absorbed in the family business. They become more committed as a result, and

they are given the resources they need to manage their family business.
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v Reliability and pride, due to the fact that their name and reputation are connected
to their goods and/or services, family businesses work to improve the caliber of
what they produce and keep a positive working relationship with their

stockholders.

The fact that many family firms fail to be long-term viable may be the trait of family
enterprises that is most frequently mentioned. In fact, between two-thirds and three-quarters
of family firms either fail or are sold during the founder’s lifetime Just 5 to 15 percent of
businesses owned by the founder's ancestors survive into the third generations. There are
many causes for the high failure rate of family-owned enterprises, Several factors, including
poor management, a lack of cash to support expansion, inadequate control of costs, industry
conditions, and other macro factors, might also cause any other business to fail. Family
enterprises do, however, exhibit some weaknesses that are particularly pertinent to their

nature. Some of these weaknesses are (Neubauer & Lank, 1998):

v Complexity: Due to the presence of a new factor; the family, family firms are typically
more complex in terms of governance than their rivals. The intricacy of the problems
that these businesses must resolve rises when family emotions and problems are
included. Family members typically have distinct responsibilities within their firm,
which can occasionally result in a nonalignment of incentives across all family
members, unlike in other types of enterprises.

v Informality: Setting up clearly defined company policies and procedures is typically
not very important because most families run their enterprises themselves (at least
during the first and second generations). This condition might result in numerous
inefficiencies and internal conflicts that could endanger the viability of the business as

the family and its business expand.
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v Lack of discipline: Many family firms fail to give important strategic areas enough
attention, like succession planning for the CEO and other key management positions,
hiring family members, and luring and keeping talented outside managers. Any family

firm that postpones or ignores such crucial strategic decisions risks failing.

2.1.2.2 Challenges of Family businesses

According to the Capital Market Authority, the importance of family businesses is
demonstrated by the fact that they account for approximately 90% of all companies operating

in Palestine, and they all face many challenges. (Palestine Exchange, 2016 )

No business is exempt from difficulties, since difficulties and hurdles affect businesses of all
shapes and sizes worldwide. But these difficulties vary from company to company, in terms
of size and culture. According to family businesses in the Arab region, the most frequent
challenge is the business environment, and the second most frequent difficulty is finding the
right skills & capabilities (Saleh&Manjunath, 2020), The changing economic environment
poses a major challenge to every family business in the Arab Region (PWC, 2019), and the
conflict between the business's interest and the interest of the family has its effect on
developing the workforce in such businesses (Alwekaisi, 2019). Moreover, family businesses
find it challenging to develop a distinctive advantage that would allow them to access
qualified human capital and nurture it via development over the term, it puts pressure on
companies to plan for employee training and development, which is a concern because it
results in employee turnover (Tharawat , 2012), and which given how traditional family
businesses are viewed, on of the most challenges is how inventive they can be (Shanker &
Astrachan, 1996.), in addition to all above, the succession planning is seen as a big task for
organizations, but it is particularly difficult in The Middle East and Arab Region because of

the prevalence of large families, which creates problems and difficulties for them, this
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suggests that family procedures must be put in place to control succession, disputes, and
business values, in the Arab Region more than half of family businesses view succession

planning as a significant barrier to their success and expansion (PWC, 2019).

Governance is the core point for attention of family businesses to deal with internal
challenges in family businesses as well as external challenges in the business environment.
Governance can be improved in family businesses in the Arab Region through
interdisciplinary teams in the business, outlining the procedures, and carrying out continuous

follow up and evaluations.

2.1.3 Corporate governance in Family Businesses

Some challenging governance difficulties are brought on by the intricate relationship between
the family and the business (Wellalage & Locke, 2011). Hence, a family business's efficient
operation and growth are effectively hampered when it reaches the point where management
IS getting increasingly challenging. The moment has come to create more formal governance
institutions (Mallin, 2004). Therefore, it is evident that governance has a strong relationship to
family businesses and their development, and it is crucial to implement it in all businesses,
but especially in family businesses, as they are the most businesses prone to the existence of

conflicts.

The governance structure of family businesses includes taking into account the family
dimension, or family governance (Siebels & Knyphausen-Aufsef3, 2012), Despite the fact that
neither governance generally nor family businesses specifically have a single, widely
acknowledged philosophy or point of view that makes sense, a governance framework helps a
family business achieve its objectives by providing guidance and oversight. As a result, the
governance debate in the family company sector has drawn a lot of attention in recent years.

The emphasis of research on family business governance has also changed over time, shifting
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from an almost sole focus on individual governance bodies and structures, particularly the
function of the board of directors in the family firm, to a different approach emphasizing the

governance system as a whole ( Pieper, 2003).

Family businesses are now sensitive of the importance of having a strong governance
structure for the long-term continuity of the family and the business. Owners learn about and
receive an assessment of the relationship between corporate governance and the performance

of their businesses (Pieper, 2003).

Structures and processes constitute the governance system in every family business, and it is
crucial to note that each family firm has its own unique governance system, depending on the
patterns of interaction between the structures and processes (Melin & Nordgvist, 2002).
Hence, structures of family business governance system include (1) the family and its
institutions (family meeting, family assembly, and family council), (2) the Board of Directors,
(3) the Chief Executive Officer (CEQO) and the Top Management Team (Neubauer & Lank,

1998).

Governance rules for family businesses are distinguished by their emphasis on the company's
social and familial aspects. A guide to family governance rules has been developed in various
countries, as well as a guide to the governance of family businesses in Palestine and a guide to
the International Finance Corporation. This guide mentions the following governance rules

related to the administrative aspect (Talahma, 2012):

- The family business's interests require that employees be hired based on objective

professional and competitive standards.
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- Itis critical that all partners follow the principle of determining employee salaries and
annual raises and selecting administrative competencies based on criteria that are not
related to family affiliation.

- The board of directors must be chosen by acclamation or election.

- Should be formed as specialized committees, such as: audit and governance
committees.

- The establishment of a family advisory committee as an important component of the
governance structure.

- The continuity of the company is represented by certain procedures, such as
establishing an administrative, organizational, and financial structure based on certain
foundations and aiming to achieve profit and enhance the company's stability and
continuity, as well as procedures related to delegating powers to managers on clear a
basis, in addition to defining goals and future vision and ensuring the family's

commitment and understanding of these goals.

2.1.4 The relationship between corporate governance and performance

After the economic collapses and financial crises that were previously mentioned, interest in
governance and its significant role in enhancing corporate performance has increased. In
addition, there is a significant impact of corporate governance on the financial performance of
companies, which guarantees the rights of shareholders and prompts them to support
corporate governance practices. Good corporate governance can significantly improve firm
performance by resulting in better management and more efficient use of the company's

resources (Low, 2002).

The administrative, economic, and political pressures that governments and institutions in

general are subject to as a result of what globalization has produced in the expansion of the

27



volume of activities, the movement of capital across borders, and the weakness of supervision
and control over it, have led to an increase in interest in governance as a solution through

which a set of guidelines can be found to improve their performance.

The fact that the application of governance improves the level of the company's performance
is closely related to the fact that the fundamental governance principles previously mentioned
help executive managers and the company's board of directors develop a sound strategy for
the company and ensure that effective decisions are taken based on a sound foundation.
Hence, Chiang & Chia (2005) discover a large positive association between corporate
transparency and company performance, coming to the conclusion that it is one of the most

crucial metrics for assessing corporate performance.

Good governance practices in SMEs are likely to encourage boards to provide much-needed
pressure for performance improvement by ensuring that the needs of the business are met

(Dwaikat et al., 2020).

Previous studies show that corporate governance significantly affects firm performance. In
recent years, the literature on financial economics has paid a great deal of attention to the
relationship between corporate governance (CG) and performance. Looking at the study
conducted by Brenes, Madrigal, & Requena (2011), which presents the findings of a study
carried out among 22 Latin American families who own firms and have codified a corporate
governance structure or formed family protocols. In the case of these family-owned
businesses, the report also assesses the effects of creating a board of directors on corporate
performance, which indicates the importance of governance principles and their impact on
performance. Hence , the introduction of CG creates space for the board's composition to

include outside directors who are not always related to the owners and who, as a result, may
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derive more impartial good management techniques for running the company and making

profits (Adams et al., 2010).

Governance principles guarantee that any business's performance will increase and be very
high. This is a result of the relationships between the key players, who are crucial to
improving the success of the company (Abdulrazaq, 2013).

As mentioned in the Jordan Institute of Directors which titled: " How can corporate
governance help grow family owned businesses (FOBs) in Jordan” , the Nuqul Group is a
case study of how good corporate governance may support the expansion of family
businesses. The Jordanian corporation makes manufactured goods. The Nuqul Group realized
that by developing a strong corporate governance framework, it could grow and draw in
partners and investors. By ensuring that everyone was aware of their respective roles, duties,
and rights throughout the process, they created the foundation for a smooth succession
between generations. The business, which began as a small trading firm in 1952, has grown to
include over 30 businesses with around 6000 employees. According to Nuqul's vice chairman,
such growth would not be possible if it wasn’t for the improved corporate governance

practices (CIPE, 2011).
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2.2 Previous studies

The researcher needs to supplement the current study with earlier research on the same

subject:

16- (RUSTAM & NARSA, 2021), Good Corporate Governance: A Case Study of Family

Business in Indonesia :

This study looks at the CG concept's partial adoption in Indonesian family-owned enterprises,
The purpose of this study is to better understand how the internal audit function contributes to

GCG practices.

In-depth interviews and surveys were conducted on three family businesses in Indonesia
whose majority ownership was in their immediate family members in order to get the raw
material for this qualitative study. Primary and secondary data were used to compile the
study's data and Direct observation and in-depth interviews with informants and connected
parties were used to collect primary data. Therefore, the interview is unstructured, and the
inquiries are unplanned, the researcher revised the interview's findings and published them in
a journal and manuscript. The informants were then given confirmation of the data in the
manuscript. This process is used to make sure there are no misconceptions or errors.
Documents pertaining to the activities of the informants are utilized to gather secondary data,

which is then used to support the company's adoption of corporate governance.

The author conducted in-depth interviews in addition to making both direct and indirect
observations, and the author studied how the CG idea is used by businesses and operational
actors (such as the interactions between staff and employees and managers and business

owners). Indirect observations of organizational structure, job descriptions, financial reporting
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procedures, internal control policies of the company, and corporate discussion processes are

made by the author while researching financial and managerial data.

According to the study's findings, CG is necessary for family companies to operate
successfully, and the best results related to this were as follows: Businesses must practice
good corporate governance, which goes beyond simply implementing corporate governance.
All firms require the notion of CG, according to the findings of interviews and in-depth
observations. In addition, the findings of the observation demonstrate that every company has
an organizational structure and a list of duties for every manager. According to the results of
the conducted interview, it is evident that GCG is required to uphold and enhance a business's
performance; yet, due to the proportion of ownership and interests, GCG implementation and

practice do necessitate the commitment and willingness of company owners.

17- (Deqgesh & Zain, 2018) The contribution of the application of corporate
governance principles to the continuity of family businesses in Algeria.” A study

of a sample of industrial organizations in the Messila region*":

Governance has become an important topic in all local, regional, and international
departments and institutions after a series of crises. This study was conducted in Algeria
in order to determine the relationship between the application of corporate governance
principles and the continuity of family businesses. This study investigated transparency
and disclosure, the distinction between ownership and management, the degree to which
family firms were interested in stakeholders, and the degree to which they were interested
in passing ownership to the next generation. A sample of family companies in the Messila
region were given the questionnaires, which were disseminated using the analytical

descriptive approach.
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The most important results that have been reached, applying governance principles enhances
trust between shareholders and stakeholders. Governance contributes to preparing for the transfer
of family businesses from one generation to another to ensure their sustainability. There is
variation among the family businesses under study with regard to adherence to the principles of

governance.

18- ( Shabana, 2018), Family businesses in Hebron Governorate: problems and ways

of development.

The study aimed to identify the reality of family businesses in Hebron Governorate, and
the problems they face. The researcher used the descriptive approach, and the population
of this study consisted of workers in family businesses. The questionnaire was distributed
as a research tool. The most important results related to this study were that the owners’
control over family businesses is often Its goal is to preserve the company and its
continuity, so that problems are dealt with superficially without scientific methods, and
the solution is often not radical, which means that the problems faced by family
companies are of a high degree, and among the results of this study was that the methods
of development are often It is traditional and not based on an organized strategy that is
planned in advance. The researcher also believes that the age of the company has no
impact on family companies, because the employees are the ones who work to develop the

companies, as the employees seek to carry out the tasks assigned to them.

19- (Salama, 2018), The commitment to the guidelines for the governance of family

businesses in the northern West Bank from the perspective of their owners.

This study aimed to identify the commitment of family businesses to the guidelines for the

governance of family businesses in the northern West Bank from the point of view of their
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owners. The researcher identified variables for this study such as the company’s activity, the
number of employees in it, and the chronological age of the company. In addition, the
researcher adopted the descriptive approach and the questionnaire as a research tool. The most
important results of this study are that there is adherence to the guidelines for corporate
governance in the northern West Bank to a moderate degree, and all of them were related to
the variables of the study that were mentioned previously. After these results, the researcher
recommended the need for companies to hold courses and workshops that include modern
administrative trends, the most important of which is the governance of family businesses to

build a clear picture for executives and family business owners.

20- (Sahni et al., 2017) Corporate Governance in Family Business: Evidence from

Saudi Arabia:

The corporate governance practices in Saudi Arabian family-owned businesses were
examined in this essay. It has two goals: first, to add to the limited body of literature by
examining Saudi family enterprises' corporate governance; and second, to situate Saudi family
firms' corporate governance within the global discussion of the best practices of corporate
governance systems utilizing OECD standard. The respondents were the founders and
successors of Saudi-based family businesses that had been in existence for at least five years
at the time this research was done. The primary data were gathered through a questionnaire
and interviews with the purposefully selected samples. Additionally, extended library research
and company documents were employed as secondary data as well as for validity and
reliability tests. The findings reveal the potential benefits and drawbacks of the family-owned
businesses' current corporate governance framework in Saudi Arabia, and they could have

important repercussions for other Gulf Cooperation Council nations.
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Additionally, the analysis includes the OECD's highly regarded governance principles, which
have not previously been done in Saudi Arabia. The research highlights the significance of
corporate governance in family-owned businesses and outlines the good corporate governance
practices that contribute to their sustainability and success in Saudi Arabia. However, based
on the empirical findings, not all of the OECD's standards were found to be upheld by Saudi

Arabian enterprises, as their adoption was shown to be patchy.

21- (Salameh, 2017) Succession of family businesses in Palestine.

This research's primary goal is to examine the variables that influence the succession process
and results for family-owned firms and to provide essential suggestions for successful
succession planning, This study uses a qualitative research design, content analysis
methodology, and in-depth, semi-structured interviews with sixteen people who were
specifically chosen from family businesses in Palestine to learn more about the participants'
perspectives on the key variables influencing succession planning and business outcomes.
The main conclusions of this study make it clearly evident that the following are the main
obstacles that family businesses in Palestine face: the nation's overall political and economic
climate, growing local and international competition, financial difficulties, the introduction of
new goods and services, and the search for more clients and markets both domestically and
abroad. In addition to other results reached in this study, such as that the good relationship
between father and son is considered one of the factors that positively affect the results of the
succession of family businesses. On the other hand, competition between family members is
one of the factors that negatively affects, and preparing a manager for the company in the life

of a current business manager is the best alternative to a family business.
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22- (Khalil & Safieddine, 2015) Corporate Governance in Middle East Family

Businesses:

The purpose of this study is to examine the quality of corporate governance in Middle Eastern
family businesses. So, this study came to fill a gap in the literature, By researching the
governance practices of privately held businesses operating in the Middle East and looking at
problems family businesses face in terms of governance structures, the data was gathered
through a survey that was distributed to 500 firms in order to analyze the governance systems
of Middle Eastern companies. Two criteria were used to choose the sampled businesses. The
first requirement has to do with the nation where the company was founded. Since the Gulf
Cooperation Council (GCC) nations typically have similar company regulations, family
structures, and cultural norms limit the sample to companies incorporated in GCC nations.
The second factor that determined which businesses were chosen has to do with size. And the
authors distributed the questionnaire to the 500 largest family businesses in terms of

employees or revenues when available.

The main findings of this research on the governance structures of Middle Eastern family
businesses reveal expected results related to inadequate governance structures, as evidenced
by a majority of firms having Chairman/CEO duality, substantial family involvement in
managerial decisions, and a significantly low ratio of independent directors to total directors.
The presence of an effective family council or assembly has a positive influence on the
governance within family firms, especially if the council is committed to fulfilling its well-
defined role and objectives. A sizable portion (33%) of our sample is still uncertain as to the
benefits of governance to the family. This is a clear indicator of the need to educate
businesses within the Middle East on the importance of governance for ensuring the

successful continuity of the family business and corporate governance has become a major
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factor affecting the success of emerging market businesses. Furthermore, good corporate
governance practices are an important part of any strategy to prosper. For small, medium-
sized, and family-owned companies, which comprise the majority of companies in the Middle
East and North Africa (MENA) region, corporate governance procedures can help facilitate a
smooth intergeneration and transfer of wealth and reduce conflicts within families. Good
governance is an essential component for ensuring the integrity of financial reporting and

effective business management.

23- (Alhafi, 2015), The commitment to the guideline for the governance of family

businesses in Palestine and its impact on their performance:

The aim of this study is to investigate the extent to which family companies adhere to the
guiding family business governance guide in Palestine and its impact on their performance,
The descriptive approach was used, and the questionnaires were distributed to the study
population. The most important results related to the extent of adherence to the guiding guide
for the governance of family businesses in Palestine were reached. The most important results
were the presence of a strong correlation between the performance of companies and the
extent of their commitment to this guide. In addition to these results, the study highlighted the
importance of corporate governance, in enlightening managers and employees with the

concept of family business governance, its activities and operations.
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2.3 Remarks on previous studies

This study supported and reinforced previous research by sharing some aspects that were both
comparable to and distinct from them. This is accomplished by reading a number of previous

research studies and analyzing their goals, methodology, samples, instruments, and societies.

It is significant to note that the researcher has adopted this Study with study of Corporate
Governance in Family Business: Evidence from Saudi Arabia in terms of the principles of

governance to be studied (Sahni et al., 2017)

This study is similar to many studies in terms of using a descriptive approach, which is the
best approach to studying the reality of family business governance, and it is also
interconnected with the studies that are conducted in the Hebron Governorate as a
justification for some of the results that are reached and overlapped with it in terms of
studying the principles individually, but the researcher in this study described the principles
together, and the findings It varied from earlier research in that it is descriptive rather than to

study the impact of governance on performance or sustainability.

In conclusion, the researcher benefited from previous studies in commenting on the results
revealed by the current study and knowing the future directions about the dimensions of the
study represented by the reality and principles of corporate governance and family businesses

as the most important thing that can be researched.
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Chapter Three

3.1 Methodology

This chapter presents the research methodology and all of the procedures followed in this
research. It also includes a description of the research methodology, the population of the
research, the sample, tools, and procedures of this research, as well as statistical analysis in

analyzing the study.

3.1.1 The study's Design

The researcher used the descriptive method, which depends on describing the reality of the
study. This is conducted by describing respondents’ features and answers regarding the

objectives of the study, This methodology is the most appropriate for this study.

3.1.2 The study Population

The study population consisted of all family businesses operating in the industrial sector in
Hebron Governorate, and there are no official statistics for these businesses. So, the
researcher resorted to references that confirm that 100 questionnaires are sufficient to

represent the study population with an unclear framework

3.1.3 The study sample

Therefore, in this study, the researcher resorted to purposive sampling in order to reach the
largest possible number of these businesses in Hebron governorate, and through the
researcher’s experience in the market in a family business, the researcher found a group of
100 firms, Since the population size is unknown with a five percent margin error and a 95
percent confidence level. The minimum number recommended for sample size is 100.

According to MacCallum & Widaman (1999), a sample size of 100 was adequate at all levels
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of the over determination condition. In line with Gorsuch (1983) recommended that N should
be at least 100, and Kline (1979) supported this recommendation. This is also supported by
Utama (2014), as he stated that 100 sample is the minimum sample size for an unknown
population size. In this study, 100 respondents is the total sample size targeted in this study.

(Robert C. MacCallum & Keith F. Widaman, 1999).

A purposive sample of 84 of the respondents of the family businesses operating in the
industrial sector in Hebron Governorate was selected. The following table shows the
distribution of the respondents in the study sample according to their personal and

demographic characteristics.

Table(1): Frequencies (N) and Percentages (%) of the respondents in the study sample
according to their personal and demographic characteristics.

Variable Group N %
Male 72 85.7%
Gender Female 12 14.3%
Total 84 100.0%
20-less than 30 years 27 32.1%
30-less than 40 years 23 27.4%
Age 40-less than 50 years 16 19.0%
50 years or above 18 21.4%
Total 84 100.0%
Secondary school or less 15 17.9%
Diploma 13 15.5%
Qualification Bachelor degree 42 50.0%
Graduate studies 14 16.7%
Total 84 100.0%
Vears of less than 5 years 12 14.3%
] 5- less than 10 years 27 32.1%
Sxperience 10-less than 15 years 18 21.4%
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15 years or above 27 32.1%

Total 84 100.0%

Member of the Board of Directors 21 25.0%

Executive Director 19 22.6%

Job position Director of the Department 32 38.1%

Other 12 14.3%

Total 84 100.0%

Are you a Yes 53 63.1%

family member No 31 36.9%
in the

company? Total 84 100.0%

The study sample consisted of 72 (85.7%) males and 12 (14.3%) females, most of them

are family members in the companies (63.1%). Most of the ages for the respondents in the

study sample are from 20- 39 (59.5%), and half of the respondents have bachelor degree

(50%). The highest Years of experience for the respondents are (5- less than 10 years) and (15

years or above) with percentage (32.1%) for each of them. The distribution of the Job position

for the study sample is : Directors of the Department (38.1%), Members of the Board of

Directors (25%), Executive Directors (22.6%), and other positions (14.3%).

The table NO.2 shows the distribution of the business characteristics based on the

respondents in the study sample:

Table (2): Frequencies (N) and Percentages (%) of the business characteristics
based on the respondents in the study sample.

Variable Group N %
Less than 20 employees 28 33.3%
20-less than 50 employees 21 25.0%
Number of workers 50-less than 100 employees 17 20.2%
100 employees or above 18 21.4%
Total 84 100.0%
Firm Age (Establishment less than 5 years 7 8.3%
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year) 5- less than 10 years 17 20.2%
10-less than 15 years 19 22.6%
15 years or above 41 48.8%
Total 84 100.0%
Is there an approved internal Yes 66 78.6%
system in the company by the No 18 21.4%
Ministry of Labor? Total 84 100.0%
Yes 77 91.7%
Does the company have an
] No 7 8.3%
external auditor?
Total 84 100.0%

3.1.4 The Study tools

The researcher develops a questionnaire to study the reality of the governance of
family businesses operating in the industrial sector in the Hebron Governorate. This
study is developed based on previous studies and by benefiting from those specialized
in the field of management. The questionnaire consists of two parts; the first part
related to data expressing the characteristics of the sample and was based on
demographic variables, and the second section includes paragraphs distributed over
five principles of corporate governance: rights and obligations of shareholders,
transparency, disclosure of information and auditing, the board of directors, executive
management and CG commitment, the role of stakeholders; and corporate social
responsibility.

After that, the researcher constructs the main interview question to conduct interviews
with some family businesses operating in the industrial sector in the Hebron
Governorate, after giving them an illustrative description of the meaning of

governance, with the aim of describing the reality of family business governance.
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3.1.4.1 Reliability

Reliability analysis allows researchers to determine the extent to which the items in the

questionnaire are related to each other. The questionnaire was validated by the Ph.D.
professors. The reliability coefficient value represents the overall index of the repeatability or
internal consistency of the scale (questionnaire) as a whole. Cronbach’s alpha coefficient was
used to estimate the internal consistency of the items of the questionnaire used for this study
based on their sub-domains and the main domain. The study sub-domains in this study are:
the rights and obligations of owners, the Transparency, disclosure of information and
auditing, the Board of Directors and his responsibilities, the Executive management, and CG
commitment, the role of stakeholders and corporate social responsibility. the main domain of
the study is the total degree of the reality of corporate governance in family businesses in

Palestine.

The table NO.3 shows the results of Cronbach’s alpha coefficients for the study
domains using the study sample of 84 questionnaires:

Table(3): Cronbach’s alpha coefficients for the study domains (N=84).

Domain Number of Cronbachs' alpha
Items

The rights and obligations of owners 12 0.80
The Transparency, disclosure of information and auditing 10 0.84
The Board of Directors and his responsibilities 12 0.90
The Executive management 12 0.90
CG commitment, the role of stakeholders and 13 0.92
corporate social responsibility '

Total degree of the reality of corporate governance in 59 0.97
family businesses in Palestine '
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The results in the table above show that the values of Cronbach’s alpha coefficients for the
study domains are between 0.80-0.92, and the value of the Cronbach’s alpha coefficient for
the total degree of the study domains is 0.97, so the conclusion is that the questionnaire can
reproduce the same results by (97%), indicating high internal consistency of the questionnaire
and high reliability of the items, since these values of reliability measurements are greater

than or equal to 70%, which is the least accepted value of reliability.

3.1.4.2 Validity

The validity of a questionnaire is the degree to which measures what it claims to measure,
which is also called accuracy measurement. One of the most useful methods to measure
validity is to calculate Pearson correlations between items and their total degrees in each part

(factor or domain).

To achieve this type of validity, the study instrument (a questionnaire) is evaluated by some
experts in the field of the study. The study questionnaire and objectives were sent to them to
evaluate based on their experience if it corresponds and is compatible with the objectives of
the study. On the other hand, the researcher conducted the content validity by computing the
Pearson correlations between the total degree of each sub-domain and their items, this
measures how much the items in each sub-domain are related to this domain, and so the
extent of validity. The following are the results of Pearson correlations using the study sample

of 84 respondents:

Table(4):Pearson Correlation coefficients between the items and their total degrees of
the study domains (N=84).

The rights and obligations of owners
Pearson Significant
No Paragraph Correlation Level
1 ;’;?;sferrmg ownership between owners is 0.587 0.000
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2 Owr)ers_have the right to share the profits and 0.595 0.000
receive it.

3 Owners have the right to select and remove 0.633 0.000
board members.

4 The owners receive mf_ormatlon about the 0.720 0.000
company and the meetings are held regularly.

5 Owners discuss the external auditor's report,
and they have the right to inquire about the 0.588 0.000
contents of the report.

.6 Owners are mform'ed of all quI.SIOH.S that 0.631 0.000
affect the company's strategic directions.

7 All owngrs are treated equally regardless of the 0.709 0.000
ownership percentage of each partner.

.8 Each owner has the right to access the
company's accounts at any time he wants and 0.694 0.000
without restrictions.

9 Family members can join to the company if
they have the qualifications appropriate to the 0.408 0.000
requirements of the vacant position.

.10 | Thereis a}n agreemen_t betvx_/een gll partners 0.595 0.000
about their personal financial withdrawals.

A1 There is a separation between the owners'
personal financial receivables and the 0.360 0.001
company's funds.

.12 | The decision is conc_entrated in the hands of a 0.334 0.002
someone of the family.

The Transparency, disclosure of information and auditing
Pearson Significant
1 PRI Correlation Level

13 Financial and operational information is clear 0.705 0.000
and easy to understand for all owners.

.14 | The company's goals, vision and mission are 0.720 0.000
clear.

.15 | The compan_y is annually audited by an 0.662 0.000
external auditor.

.16 | The information is clearly prepared and
disclosed in accordance with international 0.688 0.000
accounting standards.

.17 | The loans granted to the company, including
their conditions, interest, and repayment dates 0.514 0.000
are clear to the owners.

.18 | The company's policies and procedures are 0.707 0.000
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clear to all employees.

.19 | All results of comp_leted reports are explained 0.592 0.000
at the end of each time period.

.20 | The confidentiality of information related to
financial and administrative reports is 0.535 0.000
maintained.

21 The Audit Committee prepares a clear work
programs and the Board of directors are 0.697 0.000
discussed these programs.

.22 | The job d(?scrlptlon is disclosed to all family 0.641 0.000
members in the company.

The Board of Directors and his responsibilities
Pearson Significant
e PRIEE Correlation gLevel

23 Board of Directors recognize their
responsibility to the company and the owners,
and undertake to make decisions that advance 0.700 0.000
the interests of stakeholders.

.24 | The Board of Directors has the rlght to_ select 0.692 0.000
and replace the company's executive directors.

.25 | The Board of Directors supervises the
disclosure process and obtains all information 0.798 0.000
to conduct the company’s work as planned.

26 Board of Directors are prepared a strategic 0.765 0.000
plan for the company.

27 Board members demonstrate their commitment
to th(?ll’ duties thrlough.frequer.lt .atte.ndapce at 0.707 0.000
meetings and their active participation in
decision making discussions.

.28 | Board of Directors are setting a system for
monitoring and evaluating performance within 0.718 0.000
the company.

.29 | The employees who are not family members
are appointed to senior management positions 0.492 0.000
in the company.

.30 | There are specific standards for Annual 0.728 0.000
bonuses.

31 There is a clear salary scale in the company. 0.692 0.000

.32 | The meetings conduct periodically and
continuously in order to discuss the work in 0.755 0.000
order to ensure its success and continuity.

33 The Board of Directors are controlling the 0.696 0.000
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conflicts that occur between employees and
family members.

superior.

.34 | The company has an advisory board that is
dlstlngmshed by.lt.s competence and . 0.702 0.000
experience, and it is consulted before making
decisions.
The Executive management
Pearson Significant
No Paragraph Correlation Level
.35 | The Executive Director is appointed by the
Board of Directors with powers and 0.689 0.000
qualifications appropriate to the position.
.36 | The executive director's salary and bonuses are
. . .64 :
determined by the Board of Directors. 0.646 0.000
.37 | The d.lrect(?r appo!nts a representative to carry 0.707 0.000
out his duties in his absence.
38 Daily operations are managed by appointing
department managers in a way that ensures 0.767 0.000
business success.
.39 | The executive management is setting a
financial system that ensures the entry of all 0.705 0.000
financial operations.
40 | All c.ompany activities are do_cu.mented and 0.624 0.000
archived, to ensure reference it if needed.
41 The Commitment to working hours by all
family and non-family employees is an 0.639 0.000
important means of monitoring discipline.
42 | The evaluation process includes all levels of
employees in the company, including senior 0.667 0.000
management and board of directors.
.43 | The company's management sets a clear
instructions regarding employee incentives,
. 187 :
whether they are members of the family or 0.78 0.000
others.
44 | Thereisan apprpv_ed internal system in the 0.698 0.000
company and it is implemented.
45 The company’s employees from the family
receive salaries according to their job position 0.669 0.000
without discrimination.
.46 | Employees receive orders from only one 0.629 0.000
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CG commitment, the role of stakeholders and corporate social responsibility
Pearson Significant
No Paragraph Correlation Level

47 Thg company 're'cc')gnlzes the |mportan_ce of 0.645 0.000
social responsibility and works about it.

.48 | The company contributes to social programs
for workers outside work, such as 0.792 0.000
entertainment centers and clubs.

49 | The (.:ompany provides an insurance and 0.701 0.000
pension system for workers.

.50 | The company motivates employees to attend
scientific and professional conferences and 0.767 0.000
workshops.

Sl The company pays attention to consumers'
suggestions and complaints and fulfills their 0.727 0.000
requirements.

.52 | The company accepts training for university,
and college students during the study and after 0.611 0.000
it.

.53 | The co_mpany prowde_s support and _ 0.793 0.000
educational scholarships to the community.

.54 | The company contributes to the establishment 0.831 0.000
of schools, mosques and health centers,

.55 | The company cor.1tr|bu.tes to cgmmunlty 0.865 0.000
development projects in marginalized areas.

.56 | The company employs individuals with special 0.431 0.000
needs.

.57 | The company uses machine environmentally

. . . . v .

friendly even if their have a higher cost. 0.730 0.000

.58 | The company contributes to providing 0.639 0.000
alternative sources of energy needed for work.

.59 | The company is committed to recycling
industrial waste in a way that ensures no harm 0.714 0.000
to the environment.

The results in the table NO.4 show that all Pearson correlations between the items and their
total degrees of the study domains are significant (All Significant Levels < 0.05), indicating a

high degree of content validity.
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The table NO.5 shows the results of Pearson correlations between the total degree of each
sub-domain and the total degree of the main domain, this measures the extent of construct
validity.

Table(5):Pearson Correlation coefficients between the total degree of each sub-domain
and the total degree of the main domain (N=84).

) Pearson L
Domain ) Significant Level
Correlation

The rights and obligations of owners 0.813 0.000
The Transparency, disclosure of
) ) o 0.911 0.000
information and auditing
The Board of Directors and his

o 0.943 0.000
responsibilities
The Executive management 0.923 0.000
CG commitment, the role of
stakeholders and corporate social 0.877 0.000
responsibility

The results in the table NO.5 show that all Pearson correlations are significant between the
total degree of each sub-domain and the total degree of the main domain (All Significant

Levels < 0.05), indicating a high degree of construct validity.

Finally, since the content validity and the construct validity are validated for the questionnaire
that was used in this research. We can conclude that the study instrument (the questionnaire)

is capable of measuring what it sets out to measure.
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3.1.5 interviews

3.1.5.1 Sample interviews

The interviews were conducted with family business owners and executives in Hebron
Governorate, and these interviews were conducted with some businesses operating in the

industrial sector, which constitutes the study population.

3.1.5.2 Constructing the interviews

After developing the theoretical framework and reviewing previous studies and the
researcher’s experience in the field of working in family businesses, especially in the
industrial sector, the researcher developed part of the questions related to governance
principles with the aim of delving into the research and describing the reality of family
business governance, benefiting from the multiplicity of viewpoints, and gaining the highest

degree of credibility and accuracy in the results.
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Chapter Four

4.1 Results and Analysis

This chapter introduces the analysis of the research domains with its items. It will also

introduce the answers of the research questions.

4.1.1 The Analysis of the study questions

the analysis of the study questions based on the respondents’ answers of the questionnaire
and their perceptions and attitudes toward the reality of corporate governance in family

businesses in Palestine.

The main study question: What is the reality of corporate governance in family

businesses in Palestine?

The table NO.6 shows the total means, standard deviations, and percentage weights of the
respondents perceptions toward the reality of corporate governance in family businesses in

Palestine.

Table (6): Means, Standard Deviations, and Percentage weights of the respondents’
perceptions toward the reality of corporate governance in family businesses in Palestine.

_ Standard | Percentage
Domain Mean - ) Level
Deviation weight
The rights and obligations of )
3.98 0.52 79.5% High
owners
The Transparency, disclosure )
_ _ . 3.98 0.59 79.5% High
of information and auditing
The Board of Directors and )
_ . 391 0.66 78.1% High
his responsibilities
The Executive management 3.96 0.63 79.2% High
CG commitment, the role of 3.94 0.67 78.8% High
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stakeholders and corporate
social responsibility

Total degree of the reality of
corporate governance in 3.95 0.55 79.0% High

family businesses in Palestine

The results in the table NO.6 show that the total degree of the respondents' attitudes towards
the reality of corporate governance in family businesses in Palestine is high, the mean value
of the total degree is (3.95) with a percentage mean (79%), and the total standard deviation is

(0.55).

The results also show that the highest degree is the reality of the rights and obligations of
owners with (Mean= 3.98), which is high, and the degree of reality of transparency, disclosure
of information, and auditing with (Mean= 3.98) which is high, the next is the degree of reality
of the Executive management with (Mean= 3.96) which is high. The next is the degree of
reality of the CG commitment, the role of stakeholders and corporate social responsibility
with (Mean= 3.94) which is high, and the last degree is the reality of the Board of Directors

and his responsibilities with (Mean= 3.91) which is high.
The main question is partitioned in to the following sub questions:

Q1) What is the reality of rights and obligations of shareholders in family

business?

The table NO.7 shows the means, standard deviations, and percentage weights of the
respondents' perceptions toward the reality of rights and obligations of shareholders in family

business.
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Table (7): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of rights and obligations of shareholders in family
businesses which sorted by importance.

No. | P.No The reality of rlghts ar!d obllgatlons of Mean Star_lde_lrd Perce_ntage Level
shareholders in family businesses Deviation weight

1 6 Owners are mformc'ad of all <_:ieC|_S|on_s that 493 0.66 84.5% erry
affect the company's strategic directions. High
There is a separation between the owners'

2. 11 | personal financial receivables and the 4.19 0.95 83.8% High
company's funds.
Family members can join to the company

3. 9 if they have the qualifications appropriate 4.14 0.82 82.9% High
to the requirements of the vacant position.
Owners have the right to share the profits

4, 2 o 4.13 0.77 82.6% High
and receive it.
The owners receive information about the

5. 4 company and the meetings are held 4.06 0.75 81.2% High
regularly.
Owners discuss the external auditor's

6. 5 report, and they have the right to inquire 4.04 0.87 80.7% High
about the contents of the report.
All owners are treated equally regardless

1. 7 of the ownership percentage of each 4.00 0.93 80.0% High
partner.

g There is an agreement between all partners

0 .
' 10 about their personal financial withdrawals. 3.9 0.91 79:3% High

Each owner has the right to access the

9. 8 company's accounts at any time he wants 3.93 1.07 78.6% High
and without restrictions.

10. 3 Owners have the right to select and 373 0.96 24.5% High
remove board members.
Transferring ownership between owners is

11. 1 3.67 1.10 73.3% High
easy.
The decision is concentrated in the hands

12. 12 : 3.64 1.13 72.9% High
of a someone of the family.
Total Degree 3.98 0.52 79.5% High
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The results in the table NO.7 show means, standard deviations, and percentage weights of the
reality of rights and obligations of shareholders in family business items. The items were
sorted descending by means; and the total value of the mean is (3.98) and the percentage
weight is (79.5%), and the standard deviation is (0.52), indicating that the respondents'
attitudes toward the reality of rights and obligations of shareholders in family business are

high.

The highest paragraphs based on the mean values are as the following: the paragraph (Owners
are informed of all decisions that affect the company's strategic directions) with mean (4.23)
and standard deviation (0.66), the paragraph (There is a separation between the owners'
personal financial receivables and the company's funds) with mean (4.19) and standard
deviation (0.95), the paragraph (Family members can join the company if they have the
qualifications appropriate to the requirements of the vacant position) with mean (4.14) and
standard deviation (0.82), the paragraph (Owners have the right to share the profits and

receive it) with mean (4.13) and standard deviation (0.77).

On the other hand, the lowest paragraphs based on the mean values are: the paragraph (The
decision is concentrated in the hands of someone of the family) with mean (3.64) and standard
deviation (1.13), the paragraph (Transferring ownership between owners is easy) with mean
(3.67) and standard deviation (1.1), the paragraph (Owners have the right to select and
remove board members) with mean (3.73) and standard deviation (0.96), the paragraph (Each
owner has the right to access the company's accounts at any time he wants and without

restrictions) with mean (3.93) and standard deviation (1.07).

According to the highest attitudes of the respondents, the following conclusions can be
obtained: Owners are informed of all decisions that affect the company's strategic directions,

there is a separation between the owners' personal financial receivables and the company's

53



funds, family members can join to the companies if they have the qualifications appropriate to
the requirements of the vacant position, owners have the right to share the profits and receive
it, the owners receive information about the company and the meetings are held regularly,
owners discuss the external auditor's report, and they have the right to inquire about the
contents of the report, all owners are treated equally regardless of the ownership percentage of
each partner, there is an agreement between all partners about their personal financial
withdrawals, each owner has the right to access the company's accounts at any time he wants
and without restrictions, owners have the right to select and remove board members,
transferring ownership between owners is easy, the decision is concentrated in the hands of a

someone of the family.

Q2) What is the reality of transparency, disclosure of information and auditing in

family business?

The table NO.8 shows the means, standard deviations, and percentage weights of the
respondents’ perceptions toward the reality of transparency, disclosure of information and
auditing in family business.

Table (8): Means, Standard Deviations, and Percentage weights of the respondent’s

perceptions toward the reality of transparency, disclosure of information and auditing
in family businesses which sorted by importance.

The reality of transparency, disclosure of
i i o . Standard Percentage
No. | P.No information and auditing in family Mean .. . Level
. Deviation weight
businesses
The confidentiality of information related
. . . . . Very
13. 20 | to financial and administrative reports is 4.37 0.67 87.4% Hiah
maintained. :
14, 18 The company's policies and procedures are 417 0.80 83.3% High
clear to all employees.
Financial and operational information is
15. 13 | clear and easy to understand for all 4.15 0.81 83.1% High
owners.
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The company is annually audited by an

16. 15 ; 4.15 0.96 83.1% High
external auditor.
The company's goals, vision and mission
17. 14 4.13 0.92 82.6% High
are clear.
The information is clearly prepared and
18. 16 | disclosed in accordance with international 3.92 0.92 78.3% High
accounting standards.
The Audit Committee prepares a clear
10. 21 | work programs and the Board of directors 388 0.97 77.6% High
are discussed these programs.
All results of completed reports are .
20. . ) ) . . 49
19 explained at the end of each time period. 382 081 76.4% High
21, 22 The.Job descrlptlpn is disclosed to all 3.75 112 75 0% High
family members in the company.
The loans granted to the company,
22. 17 | including their conditions, interest, and 3.42 1.15 68.3% High
repayment dates are clear to the owners.
Total Degree 3.98 0.59 79.5% High

The results in the table NO.8 show means, standard deviations, and percentage weights of the
reality of transparency, disclosure of information and auditing in family business. The items
sorted descending by means; and the total value of the mean is (3.98) and the percentage
weight is (79.5%), and the standard deviation is (0.59), indicating that the respondents'
attitudes toward the reality of transparency, disclosure of information, and auditing in family

business are high.

The highest paragraph based on the mean values are as follows: the paragraph (The
confidentiality of information related to financial and administrative reports is maintained)
with mean (4.37) and standard deviation (0.67), the paragraph (The company's policies and
procedures are clear to all employees) with mean (4.17) and standard deviation (0.8), the

paragraph (Financial and operational information is clear and easy to understand for all
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owners) with mean (4.15) and standard deviation (0.81), the paragraph (The company is

annually audited by an external auditor) with mean (4.15) and standard deviation (0.96).

On the other hand, the lowest paragraphs based on the mean values are: the paragraph (The
loans granted to the company, including their conditions, interest, and repayment dates are
clear to the owners) with mean (3.42) and standard deviation (1.15), the paragraph (The job
description is disclosed to all family members in the company) with mean (3.75) and standard
deviation (1.12), the paragraph (All results of completed reports are explained at the end of
each time period) with mean (3.82) and standard deviation (0.81), the paragraph (The Audit
Committee prepares a clear work programs and the Board of directors disuss these programs)

with mean (3.88) and standard deviation (0.97).

According to the highest attitudes of the respondents, the following conclusions can be
obtained: the confidentiality of information related to financial and administrative reports is
maintained, the company's policies and procedures are clear to all employees, financial and
operational information is clear and easy to understand for all owners, the companies are
annually audited by an external auditors, the company's goals, vision and mission are clear,
the information is clearly prepared and disclosed in accordance with international accounting
standards, the Audit Committee prepares a clear work programs and the Board of directors are
discussed these programs, all results of completed reports are explained at the end of each
time period, the job description is disclosed to all family members in the companies, the loans
granted to the companies, including their conditions, interest, and repayment dates are clear to

the owners.
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Q3) What is the reality of board of directors in family business?

The table NO.9 shows the means, standard deviations, and percentage weights of the

respondents’ perceptions toward the reality of board of directors in family business.

Table (9): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of board of directors in family businesses which sorted by
importance.

No.

The reality of board of directors in family Mean Standard Percentage

P.N i - .
0 businesses Deviation weight

Level

23.

Board of Directors recognize their
responsibility to the company and the
owners, and undertake to make decisions
that advance the interests of stakeholders.

23 4.24 0.86 84.8%

Very
High

24.

The Board of Directors are controlling the
33 | conflicts that occur between employees 4.06 812 81.2%

and family members.

High

25.

The Board of Directors has the right to
24 | select and replace the company's executive | 4.04 0.88 80.7%
directors.

High

26.

The meetings conduct periodically and
continuously in order to discuss the work
in order to ensure its success and
continuity.

32 4.00 0.91 80.0%

High

217.

The Board of Directors supervises the
disclosure process and obtains all
information to conduct the company’s
work as planned.

25 3.99 0.84 79.8%

High

28.

Board of Directors are prepared a strategic

26 3.94 0.94 78.8%
plan for the company.

High

29.

Board members demonstrate their
commitment to their duties through
27 | frequent attendance at meetings and their 3.90 0.86 78.1%
active participation in decision making
discussions.

High

30.

There are specific standards for Annual

30
bonuses.

3.88 0.99 77.6%

High

31.

Board of Directors are setting a system for

28 . .
monitoring and evaluating performance

3.81 0.98 76.2%

High
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within the company.

32.

There is a clear salary scale in the
company.

31 3.77 1.00 75.5%

High

33.

The employees who are not family
29 | members are appointed to senior 365 1.10 73.1%

management positions in the company.

High

34.

The company has an advisory board that is
distinguished by its competence and
experience, and it is consulted before
making decisions.

34 3.60 1.121 71.9%

High

Total Degree 3.91 0.66 78.1%

High

The results in the table NO.9 show means, standard deviations, and percentage weights of the
reality of board of directors in family business items. The items were sorted descending by
means; and the total value of the mean is (3.91) and the percentage weight is (78.1%), and the
standard deviation is (0.66), indicating that the respondents' attitudes toward the reality of

board of directors in family business are high.

The highest paragraphs based on the mean values are as follows: the paragraph (Board of
Directors recognize their responsibility to the company and the owners, and undertake to
make decisions that advance the interests of stakeholders) with mean (4.24) and standard
deviation (0.86), the paragraph (The Board of Directors are controlling the conflicts that occur
between employees and family members) with mean (4.06) and standard deviation (0.812),
the paragraph (The Board of Directors has the right to select and replace the company's
executive directors) with mean (4.04) and standard deviation (0.88), the paragraph (The
meetings conduct periodically and continuously in order to discuss the work in order to ensure

its success and continuity) with mean (4) and standard deviation (0.91).
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On the other hand, the lowest paragraphs based on the mean values are: the paragraph (The
company has an advisory board that is distinguished by its competence and experience, and it
is consulted before making decisions) with mean (3.6) and standard deviation (1.121), the
paragraph (The employees who are not family members are appointed to senior management
positions in the company) with mean (3.65) and standard deviation (1.1), the paragraph
(There is a clear salary scale in the company) with mean (3.77) and standard deviation (1), the
paragraph (Board of Directors are setting a system for monitoring and evaluating performance

within the company) with mean (3.81) and standard deviation (0.98).

According to the highest attitudes of the respondents, the following conclusions can be
obtained: Board of Directors recognize their responsibility to the companies and the owners,
and undertake to make decisions that advance the interests of stakeholders, the Board of
Directors are controlling the conflicts that occur between employees and family members, the
Board of Directors has the right to select and replace the company's executive directors, the
meetings conduct periodically and continuously in order to discuss the work in order to ensure
its success and continuity, the Board of Directors supervises the disclosure process and
obtains all information to conduct the company's work as planned, board of Directors are
prepared a strategic plan for the company, board members demonstrate their commitment to
their duties through frequent attendance at meetings and their active participation in decision
making discussions, there are specific standards for Annual bonuses, Board of Directors are
setting a system for monitoring and evaluating performance within the companies, there are a
clear salary scales in the companies, the employees who are not family members are
appointed to senior management positions in the company, the companies have advisory
boards that are distinguished by their competences and experiences, and they are consulted

before making decisions.
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Q4) What is the reality of executive management in family business?

The table NO.10 shows the means, standard deviations, and percentage weights of the

respondents’ perceptions toward the reality of executive management in family business.

Table (10): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of executive management in family businesses which

sorted by importance.

No. | P.No The reality of e_xecutl\_/e management in Mean Star_lda_lrd Perce_ntage Level
family businesses Deviation weight

All company activities are documented

35. 40 | and archived, to ensure reference it if 4.95 0.69 85.0% Very

High

needed.
The Executive Director is appointed by the

36. 35 | Board of Directors with powers and 4.19 0.86 83.8% High
qualifications appropriate to the position.
The Commitment to working hours by all

37. 41 | family and non-family employees is an 4.19 0.87 83.8% High
important means of monitoring discipline.
Daily operations are managed by

38. 38 | appointing department managers in a way 4.08 0.88 81.7% High
that ensures business success.
The company’s employees from the family

39. 45 | receive salaries according to their job 4.04 0.95 80.7% High
position without discrimination.
The executive management is setting a

40. 39 | financial system that ensures the entry of 4.01 0.81 80.2% High
all financial operations.

a1 42 There is an ap!or_ov_ed internal system in the 306 0.87 20.3% High
company and it is implemented.
The executive director's salary and

42. 36 | bonuses are determined by the Board of 3.90 0.94 78.1% High
Directors.
The evaluation process includes all levels

43. 42 | of employees in the company, including 3.80 0.97 76.0% High
senior management and board of directors.

44, 37 The director appoints a representative to 3.75 0.99 75 0% High

carry out his duties in his absence.
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45.

Employees receive orders from only one

. 3.68 1.17 73.6%
superior.

46

High

46.

The company's management sets a clear
instructions regarding employee

43 incentives, whether they are members of 3.67 1.05 73.3%

the family or others.

High

Total Degree 3.96 0.63 79.2%

High

The results in the table NO.10 show means, standard deviations, and percentage weights of
the reality of executive management in family business items. The items were sorted
descending by means; and the total value of the mean is (3.96), and the percentage weight is
(79.2%), and the standard deviation is (0.63), indicating that the respondents' attitudes toward

the reality of executive management in family business are high.

The highest paragraphs based on the mean values are as follows: the paragraph (All company
activities are documented and archived, to ensure reference it if needed) with mean (4.25) and
standard deviation (0.69), the paragraph (The Executive Director is appointed by the Board of
Directors with powers and qualifications appropriate to the position) with mean (4.19) and
standard deviation (0.86), the paragraph (commitment to working hours by all family and
non-family employees is an important means of monitoring discipline) with mean (4.19) and
standard deviation (0.87), the paragraph (Daily operations are managed by appointing
department managers in a way that ensures business success) with mean (4.08) and standard

deviation (0.88).

On the other hand, the lowest paragraphs based on the mean values are: the paragraph (The
company's management sets a clear instructions regarding employee incentives, whether they
are members of the family or others) with mean (3.67) and standard deviation (1.05), the

paragraph (Employees receive orders from only one superior) with mean (3.68) and standard

61




deviation (1.17), the paragraph (The director appoints a representative to carry out his duties
in his absence) with mean (3.75) and standard deviation (0.99), the paragraph (The evaluation
process includes all levels of employees in the company, including senior management and

board of directors) with mean (3.8) and standard deviation (0.97).

According to the highest attitudes of the respondents, the following conclusions can be
obtained: The results also showed that all companies activities are documented and archived,
to ensure reference them if needed, the Executive Directors are appointed by the Board of
Directors with powers and qualifications appropriate to the position, the Commitment to
working hours by all family and non-family employees is an important means of monitoring
discipline, daily operations are managed by appointing department managers in a way that
ensures business success, the company's employees from the family receive salaries according
to their job position without discrimination, the executive management is setting a financial
system that ensures the entry of all financial operations, there are an approved internal
systems in the companies and they are implemented, the executive director's salary and
bonuses are determined by the Board of Directors, the evaluation process includes all levels
of employees in the companies, including senior management and board of directors, the
directors appoint a representative to carry out their duties in their absence, employees receive
orders from only one superior, the company’s management sets a clear instructions regarding

employee incentives, whether they are members of the family or others.

Q5) What is the reality of CG commitment, the role of stakeholders and

corporate social responsibility in family business?

The table NO.11 shows the means, standard deviations, and percentage weights of the
respondents’ perceptions toward the reality of CG commitment, the role of stakeholders, and

corporate social responsibility in family business.
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Table (11): Means, Standard Deviations, and Percentage weights of the respondent’s
perceptions toward the reality of CG commitment, the role of stakeholders and
corporate social responsibility in family businesses which sorted by importance.

The reality of CG commitment, the role of
. Standard | Percentage
No. | P.No stakeholders and corporate social Mean . . Level
e . . Deviation weight
responsibility in family businesses
The company is committed to recycling Ver
47. 59 | industrial waste in a way that ensures no 4.37 0.79 87.4% Ui ?1/
harm to the environment. g
The company pays attention to consumers'
48. 51 | suggestions and complaints and fulfills their 435 0.70 86.9% very
requirements. High
The company accepts training for university,
49. 52 | and college students during the study and 4.19 0.74 83.8% High
after it.
50 47 Thg company .re.cc.)gnlzes the |mportan_ce of 413 0.99 82 6% High
social responsibility and works about it.
51 57 The company_uses _machlne er_mronmentally 410 0.93 81.9% High
friendly even if their have a higher cost.
The company contributes to providing
52. 58 | alternative sources of energy needed for 3.98 0.93 79.5% High
work.
53. | 53 | e company providessupportand 3.98 0.98 79.5% High
educational scholarships to the community.
54 49 The f:ompany provides an insurance and 3.05 103 20.0% High
pension system for workers.
55 54 The company contributes to the establishment 385 1.00 26.9% High
of schools, mosques and health centers,
The company motivates employees to attend
56. 50 | scientific and professional conferences and 3.62 0.97 72.4% High
workshops.
57. 55 | 11 company contributes to community 3.62 1.02 72.4% High
development projects in marginalized areas.
The company contributes to social programs
58. 48 | for workers outside work, such as 3.57 1.03 71.4% High
entertainment centers and clubs.
59, 56 The fzompany employs individuals with 3.56 1.09 21.2% High
special needs.
Total Degree 3.94 0.67 78.8% High
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The results in the table NO.11 show means, standard deviations, and percentage weights of
the reality of CG commitment, the role of stakeholders, and corporate social responsibility in
family business items. The items were sorted descending by means; and the total value of the
mean is (3.94), and the percentage weight is (78.8%), and the standard deviation is (0.67),
indicating that the respondents' attitudes toward the reality of CG commitment, the role of

stakeholders and corporate social responsibility in family business are high.

The highest paragraphs based on the mean values are as follows: the paragraph (The company
is committed to recycling industrial waste in a way that ensures no harm to the environment)
with mean (4.37) and standard deviation (0.79), the paragraph (The company pays attention to
consumers' suggestions and complaints and fulfills their requirements) with mean (4.35) and
standard deviation (0.7), the paragraph (The company accepts training for university, and
college students during the study and after it) with mean (4.19) and standard deviation (0.74),
the paragraph (The company recognizes the importance of social responsibility and works

about it) with mean (4.13) and standard deviation (0.99).

On the other hand, the lowest paragraphs based on the mean values are: the paragraph (The
company employs individuals with special needs) with mean (3.56) and standard deviation
(1.09), the paragraph (The company contributes to social programs for workers outside work,
such as entertainment centers and clubs) with mean (3.57) and standard deviation (1.03), the
paragraph (The company contributes to community development projects in marginalized
areas) with mean (3.62) and standard deviation (1.02), the paragraph (The company motivates
employees to attend scientific and professional conferences and workshops) with mean (3.62)

and standard deviation (0.97).

According to the highest attitudes of the respondents, the following conclusions can be

obtained: the companies are committed to recycling industrial waste in a way that ensures no
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harm to the environment, the companies pay attention to consumers' suggestions and
complaints and fulfills their requirements, the companies accept training for university, and
college students during the study and after it, the companies recognize the importance of
social responsibility and works about it, the companies use machine environmentally friendly
even if their have a higher cost, the companies contribute to providing alternative sources of
energy needed for work, the companies provide support and educational scholarships to the
community, the companies provide an insurance and pension system for workers, the
companies contribute to the establishment of schools, mosques and health centers, the
companies motivate employees to attend scientific and professional conferences and
workshops, the companies contribute to community development projects in marginalized
areas, the companies contribute to social programs for workers outside work, such as

entertainment centers and clubs, the companies employ individuals with special needs.

4.1.2 Analysis of Interviews

The first interview was with one of the company’s owners’ sons, who works in the

company and his answers were as follows:

- The respondent said that while implementing the governance structure is desirable and
highly vital, but it is very difficult.

- The owners have the right to oversee the work, keep their authority, and not transfer it
to anyone else because they are aware of all the challenges the business presents and
how it operates.

- A reluctance to adopt governance may stem from a fear of losing control and
assigning authority.

- There is a glaring difference in the views held about governance depending on the

owner's mindset and the generations that have come before it.
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- All decisions are focused on the hands of primary owners, especially financial
decisions, and they are concentrated on the hands of fathers more than children.

- The present generations don't share their opinions about the financial aspects because
they don't know anything about them.

- Meetings are purely coincidental and take place only in response to serious and
infrequent issues. Meetings are seldom held because of the several owners' obligations
and the insufficient time available for them, which made them irrelevant.

- The owners' dedication to work and its hours, as well as the duty and limitations
placed on family members, as well as infractions and discounts, are all part of the
company's culture (work is work).

- Itis up to senior management to decide.

- In general, people in this country are highly committed to social responsibility.

- When conflicts occur between owners, which vary in size and impact, the ideal
solution for such conflicts is to neutralize the forces, so that the final decision is clear
and irreversible, and the work may be affected by these decisions, as it may take its
time or move quickly, and all of this varies from one business to another.

- The corporation has an internal structure with authorized guidelines and rules, but they

are not followed exactly. The most important is that employees are given their rights.

The second interview was conducted with the company owner and director, and his

answers were as follows:

- Every owner of the company has a certain responsibility to fulfill, and no owner takes
a particular action without first contacting the other owners.
- The financial statements are only accessible to owners and partners.

- The meetings are conducted frequently to discuss important issues.
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- There is an internal system that has been approved by the Ministry of Labor; all
employees have their rights reserved, and the guidelines and directives for this system
are quite clear.

- Employee issues at the company don't happen too often.

- Owners have known about corporate governance through chambers of commerce and
think it's vital, but they don't know enough about it to put it into practice.

- Regardless of who manages the business, the owners are crucial to its success since
without them, success is difficult. Work requires owners and their experience.

- Environmental preservation and recycling of industrial waste are the only ways in
which social responsibility for the environment is viewed.

- Any effort toward social responsibility for the community, regardless of size, must be
discussed with and approved by all partners and owners.

- Every partner and owner has a system for their personal withdrawals.

In the third interview with the company's CEO, the answers were as follows:

- Governance is well-known and accepted, yet its implementation is challenging and
ineffective.

- Meetings are conducted periodically and in proportion to the owners' work.

- Any more generations there are, that means more challenging it is to resolve the
ongoing disputes between owners, brothers, and sons.

- Not everyone of the owners has seen the financial information, just the fathers who
control the work and run it.

- There is consensus on personal withdrawals.

- Decisions are made by a certain set of family members.

- There is no financial transparency or disclosure of the company's information.
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- Only significant first-generation owners are aware of the Company's financial and
non-financial responsibilities, and authority is not transferred until after problems
arise.

- Youngsters adopt their upbringing, their fathers' methods, and their labors without
modification.

- The job description provided by the business lacks clarity.

- Thereis a real and intangible difference between family and non-family members.

- Board of Directors is not real.

- Unfair hiring practices exist for both positions and pay.

- The rules of procedure in the company have approved by the Ministry of Labor, but
they are not being followed effectively by the company.

- The Executive Director adapts to the working conditions specified by the owners.

In the fourth interview conducted with the company owner and one of its founders,

the answers were as follows:

- There is an effort to implement governance, but implementation is very difficult.

- The problem gets increasingly complex as more generations go by.

- There is authority delegation, but it is managed and owned by the owners.

- The success of the business is correlated with both management and staff.

- It's crucial for the business to separate management from ownership, but doing so
might require the consent of all partners and their acceptance of the concept.

- Responsibility for working in family businesses extends to the family, which make
corporate governance challenging.

- Managers other than family members be involved in decision-making.

- Social responsibility is very important.
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- The company's major purpose is to increase profits and cut expenses, but it also
accomplishes social responsibility through these tactics. These themes include solar
panels and industrial waste recycling.

- Meetings are uncommon and are simply discussions without research.

- Conflicts between owners persist and are difficult to manage.

- Orders are given by more than one person, which constitutes duplication of work.

- Not every owner is aware of every detail regarding the obligations of the business and

the loans that have been made.

The last interview was conducted with an executive director who is not a family

member, the answers were as follows:

- Corporate governance is an essential topic that is frequently discussed, but without
clarifying its positive benefits.

- The company's owners believe that governance means abandoning management and
losing control, and thus fear of the results.

- There is delegation of authority, but it is accompanied by meddling from the owners
and their children in the way that work is carried out.

- Family tendencies affect work plans, which aim to achieve a clear system and control
the administrative process in its correct form.

- The Board of Directors consists of family members, which means they are always
involved in every detail of the work.

- The business has ambitions to implement governance, but control remains with the
family.

- Disputes and conflicts continue without a radical end to the problems.
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Linking the family difficulties with business and link how it operates to the mood of
the owner and his children and their continuing fights.

Connecting work and family problems.

Financial reports are continuously prepared, and all owners are informed and given
clarification on the outcomes.

Social responsibility is applied because the family prefers to provide assistance.
Nevertheless, its application is sometimes aimed at achieving the business’s own

interests and achieving certain goals.
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Chapter Five

5.1 Discussion of results and recommendations

5.1.1 Summary of the results based on the study questions:

The main study question: What is the reality of corporate governance in family

businesses in Palestine?

The results show that the total degree of the respondents' attitudes towards the reality of

corporate governance in family businesses in Palestine is high,

The results also show that the highest degree is the reality of the rights and obligations of
owners which is high, and the degree of reality of the transparency, disclosure of information
and auditing which is high, the next is the degree of reality of the executive management
which is high. The next is the degree of reality of the CG commitment, the role of
stakeholders, and corporate social responsibility which is high, and the last degree is the

reality of the Board of Directors and his responsibilities which is high.
The main question is partitioned in to the following sub questions:

Q1) what is the reality of rights and obligations of shareholders in family

business?

The results show that the respondents’ attitudes toward the reality of rights and obligations of

shareholders in family business are high.

The results also show that Owners are informed of all decisions that affect the company's
strategic directions, there is a separation between the owners' personal financial receivables

and the company's funds, family members can join to the companies if they have the
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qualifications appropriate to the requirements of the vacant position, owners have the right to
share the profits and receive it, the owners receive information about the company and the
meetings are held regularly, owners discuss the external auditor's report, and they have the
right to inquire about the contents of the report, all owners are treated equally regardless of
the ownership percentage of each partner, there is an agreement between all partners about
their personal financial withdrawals, each owner has the right to access the company's
accounts at any time he wants and without restrictions, owners have the right to select and
remove board members, transferring ownership between owners is easy, the decision is

concentrated in the hands of a someone of the family.

Q2) What is the reality of transparency, disclosure of information and auditing in

family business?

The results show that the respondents’ attitudes toward the reality of transparency, disclosure

of information and auditing in family business are high.

The results also show that the confidentiality of information related to financial and
administrative reports is maintained, the company's policies and procedures are clear to all
employees, financial and operational information is clear and easy to understand for all
owners, the companies are annually audited by an external auditors, the company's goals,
vision and mission are clear, the information is clearly prepared and disclosed in accordance
with international accounting standards, the Audit Committee prepares a clear work programs
and the Board of directors are discussed these programs, all results of completed reports are
explained at the end of each time period, the job description is disclosed to all family
members in the companies, the loans granted to the companies, including their conditions,

interest, and repayment dates are clear to the owners.
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Q3) What is the reality of board of directors in family business?

The results show that the respondents’ attitudes toward the reality of board of directors in

family business are high.

The results also show that Board of Directors recognize their responsibility to the companies
and the owners, and undertake to make decisions that advance the interests of stakeholders,
the Board of Directors are controlling the conflicts that occur between employees and family
members, the Board of Directors has the right to select and replace the company's executive
directors, the meetings conduct periodically and continuously in order to discuss the work in
order to ensure its success and continuity, the Board of Directors supervises the disclosure
process and obtains all information to conduct the company's work as planned, board of
Directors are prepared a strategic plan for the company, board members demonstrate their
commitment to their duties through frequent attendance at meetings and their active
participation in decision making discussions, there are specific standards for Annual bonuses,
Board of Directors are setting a system for monitoring and evaluating performance within the
companies, there are a clear salary scales in the companies, the employees who are not family
members are appointed to senior management positions in the company, the companies have
advisory boards that are distinguished by their competences and experiences, and they are

consulted before making decisions.

Q4) What is the reality of executive management in family business?

The results show that the respondents’ attitudes toward the reality of executive management

in family business are high.

The results also show that all companies activities are documented and archived, to ensure

reference them if needed, the Executive Directors are appointed by the Board of Directors
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with powers and qualifications appropriate to the position, the Commitment to working hours
by all family and non-family employees is an important means of monitoring discipline, daily
operations are managed by appointing department managers in a way that ensures business
success, the company's employees from the family receive salaries according to their job
position without discrimination, the executive management is setting a financial system that
ensures the entry of all financial operations, there are an approved internal systems in the
companies and they are implemented, the executive director's salary and bonuses are
determined by the Board of Directors, the evaluation process includes all levels of employees
in the companies, including senior management and board of directors, the directors appoint a
representative to carry out their duties in their absence, employees receive orders from only
one superior, the company’s management sets a clear instructions regarding employee

incentives, whether they are members of the family or others.

Q5) What is the reality of CG commitment, the role of stakeholders and

corporate social responsibility in family business?

The results show that the respondents’ attitudes toward the reality of CG commitment, the

role of stakeholders and corporate social responsibility in family business are high.

The results also show that the companies are committed to recycling industrial waste in a way
that ensures no harm to the environment, the companies pay attention to consumers'
suggestions and complaints and fulfills their requirements, the companies accept training for
university, and college students during the study and after it, the companies recognize the
importance of social responsibility and works about it, the companies use machine
environmentally friendly even if their have a higher cost, the companies contribute to
providing alternative sources of energy needed for work, the companies provide support and

educational scholarships to the community, the companies provide an insurance and pension
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system for workers, the companies contribute to the establishment of schools, mosques and
health centers, the companies motivate employees to attend scientific and professional
conferences and workshops, the companies contribute to community development projects in
marginalized areas, the companies contribute to social programs for workers outside work,
such as entertainment centers and clubs, the companies employ individuals with special

needs.

5.1.2 Discussion of results

- The total degree of the respondents’ attitudes towards the reality of corporate
governance in family businesses in Palestine in Hebron Governorate is high.

- The results indicated that the respondents’ highest perceptions about the reality of
family business governance were that the owners’ rights and obligations are preserved
and guaranteed, so that they obtain all their rights while fulfilling all of their duties,
and the company discloses all financial and operational information related to it, and
an annual audit is conducted, in addition to their perceptions indicating the presence of
a board of directors that would carry out the tasks assigned to them, and enable
employees, both family members and non-family members to complete the company's
work. In addition to the above, social responsibility is adopted as a basis for work and
as a necessity to achieve the interests of companies, which indicates high results about
the reality of family business governance.

- The results showed that there is a guarantee for the rights and obligations of the
owners. According to the results, their rights are dealt with in a specific mechanism
since they are family members. 79.5% of the respondents’ opinions confirmed the
existence of mechanisms that guarantee the rights. The owners are informed of all

decisions that affect the direction of the company and its strategic direction. There is a
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separation between the company's financial receivables and personal withdrawals, and
this was confirmed by the interviews conducted by the researcher. Any financial detail
related to the partners is made clear to everyone to guarantee rights. There are also
family members who have the opportunity to work for the company, if they have the
qualifications. According to the answers of the interviewees, the children have been
going to work since childhood with their fathers, which means they were integrated
into work from the beginning, and this is what justifies the high results in this regard,
as the researcher concludes. And the results showed that the owners were able to
receive their revenues from the company. This result is reinforced by the fact that
family businesses are private-sector businesses whose owners want to increase
earnings and wealth.

The results of the study showed that, at a rate of 72.9%, there is a concentration of
decisions in the hands of a group of the family, and this result was confirmed by the
researcher through the interviews that were conducted, as their answers indicated that
the final decision rests with the manager who owns the company or its founder,
because he has the experience and is the best person to manage. They know the work
and all its details more than others. The owners believe they have the right to make the
decision since they are aware of all the barriers and obstacles associated with the work
and have the experience to finish it. The results of Shabanas' study, which talked about
the problems facing family companies and ways to develop them, confirmed that the
control of a group of owners over family companies puts the decisions in the hands of
a group of owners, and the decisions that the owners seek to implement are often for
the sake of preserving the company and its continuity, so the problems that may arise

are dealt with superficially and without studying or using scientific methods.
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The results of the study indicated that family companies are committed to disclosure,
transparency, and auditing at a rate of 79.5%, which is represented by disclosing
administrative and financial aspects and providing financial reports during work. The
company’s goals, vision, and mission are clear and disclosed, and companies adopt
accounting standards when entering their data. The researcher justifies this by saying
family businesses seek to continue and maintain business. The results also indicated
that 75% of respondents confirmed that there is a clear job disclosure for all members
of the family, and the results of some interviews confirmed that the company’s culture
includes the commitment of the owners and their children to working hours, which
justifies the high percentage. This is due to what was confirmed by the previous
results that the owner believes that the final solution to work problems is in the hands
of the business owner because he has sufficient experience as stated in the interviews.

The results of the study indicated that the Board of Directors exists as an approved
principle at a rate of 78.1%, which means that there is a Board of Directors in the
company that is aware of its responsibility and has the right to choose and replace the
company’s executive directors, and through it a strategic plan for the company is
prepared and meetings are attended and participated in in order to make decisions. It is
also done by monitoring performance and system, but this result differed from some of
the opinions obtained during the interviews, which confirmed that there is no actual
board of directors and that meetings take place when an essential problem occurs and
is related to business continuity, In addition, they argue that there are no fair standards
for appointment or determining annual bonuses for family and non-family employees.
The researcher explains that family companies have a board of directors made up
entirely of family members who have maintained the same administrative values since

their establishment, and the presence of a family member has a positive impact on the
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work of Through full participation in work and maintaining the same cultural values
since its founding, Furthermore, Companies' success can be attributed to their
commitment to retaining cultural values, keeping up with modern business trends, and
adhering to their fundamental financial values, and this is what was confirmed by the
results of Al-Sharbati’s study.

The high results for the principle of executive management indicated that there is an
executive director who carries out the tasks assigned to him and uses the powers
delegated to him, provided that daily operations are managed and managers for
departments and divisions are appointed and there is a commitment from all
employees, both family members and non-family members, to working hours. This
was confirmed by some of the interviews that were conducted in this regard, as the
owners’ children are committed to the work. They believe that the final decision to
overcome the obstacles is to intervene in all aspects of the work and build on their past
experience, as described in the previous results. The interviews in this regard
confirmed that managers are appointed when they are members of the family, and if
they are not members of the family, their powers are limited. Also, they cannot make
unusual judgments until they return to their business owner. Therefore, we find that
limited powers impose some restrictions on workers who are not family members, and
this confirms what was confirmed by the answers of the interviewees regarding loss of
control over the work. If delegation occurs on the grounds that they are the only ones
capable of solving problems in their view, and the researcher justified this by saying
that executive managers adapt to what the owner requires of them, then they do not
have the right to exert personal effort and work without consulting the owner in all

decisions. The researcher explained the existence of an approved internal system in
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family businesses by pointing out that these systems are often used as tools to further
the company's objectives and protocols, even in the absence of real use.

The results of this study showed that family businesses in Hebron Governorate are
aware of the importance of social responsibility, such that they contribute to
participating in programs to empower employees and motivate them to attend
conferences and workshops, they also show an interest in listening to customer
feedback and a willingness to fulfill their needs. In addition to that, they support the
local community by helping to construct mosques, schools, and health centers. Finally,
businesses also use alternative sources to save energy and commit to treating industrial
waste. Moreover, which reinforces what Al-Jabari’s study stated, social responsibility
is represented by the company’s orientations towards employees, consumers, society
and the environment, and not only towards the environment as is known, The
interviews that were conducted also confirmed that social responsibility is important
and is being implemented, From the perspective of the researcher, this might be
because Hebron is a morally upright, conservative, and religious nation, and it is seen
that the founder’s vision is for the company to grow and continue for future
generations and its success should make the family proud. Therefore, the owners
always strive to gain the satisfaction of customers, the trust of the community and a
good reputation, because this is due to the family itself, as Al-Harbawi's study
confirmed it. The researcher also explains the high results which means the family
businesses attempt to deliver advantages in a way that promotes the concept of social
responsibility in order to fulfill their interests and economic objectives, this is what the

interviews confirmed, as high due to its relevance to the company's interests and aims.
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5.1.3 Interview results

The researcher presented the idea to the people who were interviewed face-to-face,
recorded their observations, and took their reactions and opinions about governance.
However, it is important to point out that most of the company owners who were
approached to fill out the questionnaire refused to fill it out for fear of giving the
information.

In order to supplement the questionnaire results, the researcher conducted interviews
with multiple companies in the Hebron Governorate. Through these conversations, the
reality of family business governance emerged, which was different from the
questionnaire results in some points. These conversations took place, the owners
provided a clear picture of all the challenges and issues facing family businesses
generally, and they clarified that the business cannot be managed other than through
corporate governance. The study involved the owners and non-owners of the
company's management. The results were clear and consistent in their presentation and
clarification of the general and comprehensive picture of the concept of corporate
governance.

Regarding the responses from non-owners, such as managers and decision makers,
they concurred with the owners' assertions that authority is subject to limitations, that
family issues and conflicts never go away and have no bearing on the operations and
continuity of the business, and that corporate governance is portrayed as a theoretical
framework whose principles are applied only when doing so furthers the company's
objectives and without regard for other factors. the practical outcome of its use and

how it affects sustainability.
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The most significant conclusions came from the interviews:

1-

The most important results of the interviews that were conducted were that
governance is discussed between companies through workshops arranged by chambers
of commerce, and that it has become a recognized system and an area in which it is
discussed and presented, but its implementation is difficult from the owners'

perspective.

It is tough for owners to delegate authority because they feel that their experience is
the only way to finish the work.

The Board of Directors is fake, and its requirements and conditions necessary to meet
the company's goals are not implemented.

Owners believe that making money is the most essential thing. Hence, their rights and
obligations are centered around that.

A specific family member group, particularly the founders, has the majority of the
decision-making authority.

Social responsibility is regarded as an inherent aspect of the culture of Hebron
Governorate, and so its promotion is part of the culture of the company and its owners.
However, executive directors believe that operating within the realm of social
responsibility can occasionally benefit the firm and help it achieve its goals. In other
words, the firm meets its own objectives while increasing its responsibility. Social
towards the external community.

The CEO, who is appointed by the owners to carry out specific tasks, must adapt to
their needs.

Conflicts persist among the owners and between the owners and managers, and

authority is concentrated in the hands of the founder.
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5.14

1-

Conclusions

The researcher mentions that 63.1% of the questionnaire responses came from owners
and family members, indicating that there are fewer obstacles and conflicts, that
occurred, and that all of the governance principles that must be applied and
disseminated are present, ensuring that their rights and duties are clear and that there is
no problem with the continuity of family businesses. According to the findings, the
reality of governance is quite high, which might be attributed to a variety of factors:
Refusing to accept the presence of a flaw in the current work system.

Disregard for the fundamental meaning of corporate governance.

Fear of sons rebellion.

A lack of understanding of company governance.

Some companies did not answer and refused to complete the questionnaire.

The researcher argues that some corporate governance concepts are applied in a way
that improves company continuity in the short term, without appreciating the
relevance of the actual application of its principles and texts that achieves long-term
continuity. Some of the applications that enhance continuity in the short term are
represented, so the owner is prepared to maintain the continuity of the company, such
as: appointing an executive director who is not a family member, but he is obligated
to refer to them in all administrative decisions, and his powers are limited, and thus
the main reason for the process of separating ownership from management fails, as
well as the application of social responsibility in a way that benefits all stakeholders,
including society and the environment. In addition to that, conflicts occur without
radical solutions and without studied and scientific methods for resolution, which

deceive owners into believing that they can solve problems.
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8- There is a positive trend and clear support for the concept of social responsibility, as
evidenced by the results' compatibility with other studies, such as the Al-Jaabari study
which concluded that there are those who recognize that the company's social
initiatives are part of the company's marketing agenda, in addition to what enhances
the company's contribution to responsibility is the presence of a competitor has a
stronger impact on society, which enhances the findings of this study.

9- Obligation leads to success, and committing companies to these principles entails
applying and understanding the critical importance of corporate governance and all of
its concepts, such as delegating powers, separating ownership from management, and
reducing large family participation in administrative decisions.

10- The family's power over decisions, as well as the concentration of decisions in the
hands of a specific group, show the absence of true awareness of the application of

corporate governance required to achieve continuity.
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5.15

Recommendations

The chambers of commerce should establish a specialized department for the
governance of family businesses, and activate it if exists, so the companies are
obligated to join, as well as conduct pressure programs to encourage businesses to join
in order to improve their governance framework.

Organizing workshops with firm owners through the Federation of Industries and
Chambers of Commerce, and also organizing workshops for workers and managers
who are not family members.

Owners seek advisory groups to make strategies to guarantee their continuity.
Conducting more scientific research on governance and a broader range of sectors in
the governorate.

Conduct further comprehensive research, some of which will look at non-family
employees and executives, while others will look at family owners and managers.

The researcher recommends dividing each owner's share among generations, in order
to allow each owner to start his own business.

Support the spread of the Family Business Governance Code throughout Palestine.
Adopting wealth governance which recommended by the North Hebron Chamber of
Commerce and Industry in terms of maximizing family wealth and increasing returns
by investing the company’s surplus profits in new investment projects in a way that

reduces the risks of family business.
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Appendix NO.2 : Names of the questionnaire judges

NO. Professor name University Name
1- Prof . Ahmad Alma'ni The World Islamic Sciences and Education University.
2- Prof. Ahmad Irigat Amman Alahlya University.

3- Prof. Nasser Jaradat Palestine Alahlya University.
4- Dr. Ahmad herzallah Al-Quds University.

5- Dr. Mohammad Aljabbari Hebron University.

6- Dr. Sameer Aljamal Al-Istiglal University.

7- Dr. Mousa Ajouz Palestine Alahlya University.
8- Dr.Hussain Abed Algader Al-Istiglal University.

0O- Dr. Ihab Alqubaj AL-Qadoury University.

10- | Dr. Salwa Barghouthi Al-Quds University.

11- | Dr. Hashem Abu Sneineh Palestine Alahlya University.
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