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4) "The Role of Family Values in Shaping Business Strategy: A Comparative Study"
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Study Summary "English Language"

The summary of this study is determined in light of the above study of the benefits and challenges of family-owned companies, and the

aim of the study can be stated with the following conclusions:

1. Family companies are a fundamental artery in the economies of the state, and they are the basis for the emergence and
development of global economies and thus their survival and growth, which is the survival and growth of the state’s economy.
2. Family companies are a broad field for investing the savings of wealthy families in societies, and provide a wide scope for
employing the labor force in the state, which may reach in some countries more than 50% of job opportunities, and thus they
contribute to the welfare of societies through the goods and services they provide.
3. Family companies traded in capital markets occupy a leading position in many financial markets, especially in Europe and
America.
4. However, family companies suffer from some failures, including:
® The disadvantages of merging ownership and management, and the subsequent impact on administrative decisions
that are greatly affected by personal considerations, such as extreme centralization that leads to stagnation and failure.
® The absence of long-term strategic planning in most of these companies, and the lack of administrative and legal
systems in determining their objectives, implementing their work, and performing the effective oversight function.
® The weak financial position of many companies due to limited sources of funding, and the lack of an effective system
of general oversight, and financial oversight in particular.
® The inability of many of these companies, especially Arab ones, to develop their current products with their own
capabilities, in addition to their inability to benefit from global technological developments due to the lack of financial
resources in general, and technical resources capable of adapting this technology to suit their capabilities and current
products, and perhaps due to the absence of an export vision, and most of them relying on meeting the needs of the

local market.
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Introduction

Inrecentyears, there has been much talk about family businesses and the role they play in the local economies of countries. Many of those
who have addressed this topic agree that these companies play an important and vital role in the economic development processes in
countries around the world in general, and in Third World countries in particular, through the goods and services they provide in the local
and perhaps foreign markets, and their employment of a large number of workers, thus contributing to reducing unemployment rates in
them. Countries have paid attention to these companies, providing support and facilities in various fields, and working to ensure their
continued performance of their role in developing their economies, especially after global political and economic systems have taken very
large steps towards economic liberalization and easing restrictions on international trade. Especially after the emergence of whatis known
as economic globalization, in which small economic entities have become facing fierce competition from those with large entities, which
makes many family businesses, especially in Third World countries, face major challenges in addition to those they face now due to a large
number of factors that will be explained in this research. Therefore, it may be necessary to follow up on global developments in family
businesses, study them and analyze them so that lessons can be drawn that can be used to visualize the role played by these companies
at the local and regional levels at least, if not at the global level. In light of the above, this study will address the concept and importance
of family businesses, what are the challenges and problems they face? What are the consequences of their transformation into public

joint-stock companies? In addition to the results and recommendations that have been reached.

Study Problem

The study seeks to answer the following questions:

- Whatis meant by family businesses?
- Whatis the importance of family businesses to the economies of countries?

- Whatare the challenges they face?
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Study Objective

The study aims to define the concept of family businesses and their importance in local economies. What are their advantages and
challenges they face and what are the consequences of converting them into public joint-stock companies in addition to providing some

recommendations that would contribute to enhancing their role in the economies of countries.

Study Methodology

The study relies on the descriptive analytical approach and analysis of information and data related to the subject of the study based on
what was obtained from articles and studies on a few websites due to the lack of studies on this topic in national libraries. Due to the lack

of systematic studies that have addressed this topic locally and regionally.

First: The Concept of Family Businesses

Family-owned companies are commercial entities controlled and managed by members of one family or several individuals who are
linked by close family relationships. These companies are characterized by their focus on family values and personal loyalty, and they
often seek to achieve long-term sustainability more than focusing on short-term profits. These companies rely heavily on trust between

members and family legacy, which creates unique dynamics in their daily operations and strategic decision-making.

Afamily company is defined as a company owned by natural persons belonging to the same family and related to legal persons owned by
family members, where the family enjoys primary ownership and a large share in management, with leadership and control being

transferred between members of the same family.

From the above, it can be said that a family company may be fully owned by a family or a group of families or persons who are related,
and perhaps they may not be related, and they are the financiers and managers at the same time. Also, this ownership should not be more

than half of the ownership, more than half of the company's capital or shares, while the family retains the largest role in management.

The remaining percentage may be owned by private or public subscription, and this occurs after the managing family decides to expand
the company's business and increase its capital, but is the condition of ownership of more than half a basis for considering a family
company? This question can be answered in the negative because there are a number of companies in a number of countries in the world,

especially Europe, Japan and America, or some companies were initially established as companies wholly owned by a family or limited
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family, and then they grew and expanded through public subscription and family ownership decreased to less than half of the capital, but

they remained preserving their family name and some family traditions in management.

Family businesses consist of three main pillars that can be represented as follows:

® The first pillar: is the family or group of families or legal persons that own and manage the company.
® The second pillar: the family work or activity in the company that brings them together.

® The third pillar: is the family members or families and their relatives who work in the company, which constitute a significant

percentage of the total number of employees in the company.

The family business goes through three main stages from its establishment until its disappearance or continuation, and is represented by

three generations:

The first: the generation that establishes the company.

The second: the generation that maintains, develops and grows the company.

The third: the generation that disintegrates the company and returns it to square one, which is the most common, and very few companies

continue in this generation or after it.
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Second: The importance of family businesses

There is no doubt that family businesses represent the main artery of investments in all countries of the world, controlling the large
numbers of human workers in them and the huge number of products and services that they supply to the markets, in addition to attracting

individuals and families who own them.

Family-owned businesses are an important part of the global and local economy, as they contribute significantly to creating job
opportunities and economic growth. Despite their many benefits, these companies face unique challenges related to family relations and

organizational structure. This study aims to:

® Explore the benefits: such as family loyalty, long-term stability, flexibility in decision-making, and the ability to promote family
values and culture.

® |dentify the challenges: such as family disputes, issues related to inheritance and the transfer of leadership between generations,
lack of professionalism and specialization, and financial and administrative challenges.

® Provide recommendations and solutions: to address these challenges and enhance the sustainability and success of family

businesses.

Itis worth noting that a number of companies almost control the national economies of their countries, and most of them operate beyond

the regional borders of the countries in which they were established, and by all standards they represent a global economic power.

The study also concluded that the most successful companies are those controlled by families whose shares were offered for public
subscription. All the numbers and indicators point to the importance of family companies, some of which have proven to be the best and
have grown and expanded in their field of work in the capital market and their knowledge has spread across the world after opening their

doors to other families and investors to participate in their capital.
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Third: Advantages of Family Businesses

Family businesses in their various general forms are characterized by a number of characteristics, the most important of which are:

1.

The degree of mutual trust between family members is positively reflected in the joint work for the common interest, loyalty, and
the relative eternal connection to work in it, and the transfer of leadership from one generation to another creates an atmosphere
of keenness on money and rationalization of expenses.

Family members bear administrative responsibility and the existence of an organizational culture based on the values and good
ethics that members grew up on and transferred to the internal work environment.

The speed and ease of making decisions and freedom from formalities is much better than in public joint-stock companies due
to the multiplicity of shareholders, where the decision-making process is difficult, especially if there are disagreements between
shareholders.

Greater ability to manage administratively and financially due to the combination of ownership and management.

Some family business owners view their companies as a social legacy that they founded and developed. This legacy must

continue to future generations, and the reputation and status of the family must be preserved.
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Fourth: Problems and obstacles facing the growth and development of family businesses

Despite the advantages that family businesses may have, these advantages may be an obstacle if they are not used properly, in addition

to many internal and external problems and challenges that are a very big obstacle that may prevent the growth and development of these

companies and may even lead to their failure. Reports indicate that most companies of all types and sizes failed during the first ten years

of their establishment.

This shows the extent of the enormity of the problems and challenges facing this type of company, so we will first address the problems

related to the owner of the company, or what we call internal problems, and secondly, the problems related to the environment or external

problems.

® Internal family problems: A number of writers mentioned the internal problems of family businesses, which are as

follows:

1.

The succession of generations and the increase in the number of their members, and the diversity of their culture, needs
and desires to prove their existence makes companies face the risks of disintegration and extinction and the reduction
of roles instead of synergy and cohesion.

Continuing the approach of centralization and following family traditions that are transferred to management leads to
the dominance of family influence in senior management positions and the monopolization of a few in them, which
may weaken the standards of administrative efficiency and deprive the company of specialized competencies capable
of successfully leading the company.

Difficulty in developing management conditions in subsequent generations in these companies without colliding with
the obstacles of family ownership and its complications, especially if conflicts erupt between the heirs over control and
management of the company.

Most of the decisions issued in them are taken unanimously and not by majority: Out of respect for family traditions,
since the administrative head is often the influential person in the family, and thus this limits the movement of the
company's management and does notact in the event of opposition from one of the parties.

The number of the management's adherence to economic considerations in making decisions, but it sometimes falls
prey to the conflict between family and economic considerations, which limits the existence of those decisions, which
leads to a decrease in performance efficiency.

Family businesses are controlled by emotions, and some managers do not think about setting the foundations and
controls on paper to apply them in reality, and for each individual to know his role, which leads to the management
adopting decisions based on family courtesy at the expense of what is best for developing the business, which causes
great losses.

The lack of clear administrative mechanisms and regulations that differentiate between the company's entities, its
businesses, and the administrative actions of family members due to the lack of separation between ownership and

management, which may be the basis of most problems.
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10.

11.

12.

The increase in the number of owners due to the natural increase in heirs and the diversity of their interests and
orientations, and thus the difficulty of making appropriate decisions and conflict over management and the emergence
of the authority of the eldest son and the exclusivity of decision-making and the individual's lack of control over his
share of the inheritance after the death of the founder.

Family businesses avoid discussing internal disputes, and perhaps even external ones, in the courts, searching for
conciliatory means, for fear of long litigation procedures, and disclosing differences to fall into compromise solutions
that are raised from time to time.

The lack of financial transparency among members of the owning family, which leads to the occurrence of the disputes
referred to above.

Failure to separate the family from the individual's fate, and dealing with partners (heirs) as sons and brothers, and the
interference of the company's financial liabilities and some family members, and failure to separate the company's
material needs from the needs of family members.

Favoritism of relatives in employment, as there are no controls for competencies and academic qualifications, or
experience, training, age, etc. and the absence of balanced entertainment opportunities for workers from within and

outside the family.
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External Obstacles

1.

Family businesses operate in a local and international environment characterized by rapid changes in various political,
economic, social, and technological fields, which represent additional challenges that family businesses must face
carefully to overcome and limit, if they can, otherwise their results may be very costly, including:

The difficulty of some of these companies obtaining the necessary financing by borrowing from banks and other
financial institutions for the purpose of expansion due to the fragility of the financial position of some of them and the
lack of clarity and transparency adopted by banks when studying the financial position of the company to ensure the
extent of its ability to repay those loans.

The inability of some companies to benefit from technological variables in developing their products, offering new
products, and expanding their activities may also be due to the lack of sufficient financial resources to purchase
technology and the reliance of many of us on industries for the local market only without considering global markets
for export purposes.

The two previous paragraphs result in intense external competition in local and foreign markets, especially with the
trend towards liberalizing global trade and the opening of local markets to foreign industries, which puts family
businesses in a position of weak competitors due to the inability of many of them to provide competitive products in
the market in terms of the required quality and quantity, in addition to the appropriate prices for the local or foreign

consumer.
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Fifth: Transformation into public joint-stock companies

Given the challenges and risks surrounding the work of family businesses, there have been many studies that have addressed this topic,
most of which have called for reducing these challenges and risks by transforming family businesses from their current form, whether
closed joint-stock, limited liability or joint-stock, into public joint-stock companies. This will help create an investment entity that
contributes significantly to economic development in society, especially in today's world dominated by major global companies, where
competition is at its fiercest in the era of globalization, in which there will be a greater opportunity for joint-stock companies to continue
their work. As for family companies, they will have a period of time left if they remain in their current state and then end. Therefore,
transforming into joint-stock companies in gradual stages has become an important matter because the goal is not only to be joint-stock
companies, but also to be a qualitative shift within their continuity and the necessity of their growth and ensuring greater be nefit for
current owners and prospective shareholders, in addition to what is positively reflected on the country's economy. The following are the

advantages of transforming into a joint-stock company:

1. Advantages for family businesses.
O High guarantee for the continuity of the company and its protection from disintegration after the absence of the first
generation of founders and the transfer of ownership to the heirs.
O Improving the financial capacity of the company by taking advantage of available funding sources, which enables it to
finance its expansion plans and future investments at a lower cost.
O Benefiting from professional management and obtaining new human capabilities and competencies, thus separating
management from ownership.
O Supporting and enhancing competition in local and foreign markets, as well as strengthening its negotiating position
with the companies that supply and market to it.
O Eliminating the manifestations of favoritism in the management in appointing relatives at the expense of efficiency in
performance.
Preserving the mother of the family and its role in the company.
Benefiting from the facilities provided by the government to joint-stock companies.

The quality of a financial market facilitates obtaining funds for expansion purposes.

o O O O

Periodic follow-up of the company's work through the reports it provides to the stock market and what is published in

the balance sheets and final accounts.
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2. Advantages at the national economy level

O Providing investment opportunities for small savers and investors by expanding the ownership base and diversifying
activities, which helps to develop savings and investment awareness among members of society.

O Developingthe national economy by expanding investment areas, which leads to increasing revenues and the country's
GDP.

O Activating the financial market by entering new companies that contribute to activating primary markets and attracting
local and foreign investments, whether for the private sector or small investors.

O In countries where there is no current market, these companies can be the main pillar for the establishment of this
market.

O Building economic entities capable of implementing major projects by providing capital capable of financing these
projects.

O Diversifying products and benefiting from the advantages of production in terms of quantity and quality to reduce costs
and provide goods in local markets at reasonable prices and exporting the surplus to provide hard currency for the
country.

O Ensuring the stability of the labor market by maintaining the continuity of workers in companies and providing new job

opportunities that absorb part of the local workforce, which contributes to reducing the unemployment rate.

But the question remains: Is the transformation of family companies into joint-stock companies easy and smooth, given the number of

benefits resulting from that?
The answer will definitely be no, because there are some difficulties that may face this process, including:

- Arethere any laws in the country in which companies wishing to transform into joint-stock companies operate that facilitate
this transition process?

- The unwillingness of the company's owners and management to be subject to the oversight that public joint-stock companies
are subject to in the stock market.

- The unwillingness to disclose and adopt transparency for financial data and to disclose basic information and emergency
changes that the company is exposed to, as required by the stock market management, due to its impact on the market value of
its shares and the importance of that to investors.

- Providing sources of financing for some family companies through the facilities they obtain from local banks.

- The unwillingness of the owners of the family company to bring in strangers who share power and profits with them, which
increases their fear of losing the family's absolute control over the company.

- Thatalarge percentage of companies are small in size, which encourages their transformation into joint-stock companies.

- Thedesire to preserve the family name of the company, as many of them believe.

- Some companies fear that the state financial authority will hold them accountable for financial or non-financial errors that they

have committed intentionally or unintentionally.
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The absence of a financial market in the country or the weakness of the existing market in terms of the lack of investors in the

market and the absence of systems and laws that increase the efficiency of the market.
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Sixth: Results

In light of the above study of the concept of family businesses and the advantages and challenges facing them, the aim of the study can be

stated with the following conclusions:

Family businesses are a fundamental artery in the state's economies, the emergence and development of global economies and
thus their survival and growth, is the survival and growth of the state's economy.

Family businesses are a broad field for investing the savings of wealthy families in societies, and provide a wide scope for
employing workers in the state.

Family companies traded in capital markets occupy a leading position in many private financial markets in Europe and America.
However, family businesses suffer from some failures, including:

O The disadvantages resulting from the integration of ownership and management, and the subsequent impact on
administrative decisions that are greatly affected by personal considerations, such as extreme centralization that leads
to stagnation and failure.

O The absence of long-term strategic planning in most of these companies, and the lack of administrative and legal
systems in determining their goals, implementing their work, and performing the effective supervisory function.

O Theweakness of the financial position of many companies due to limited sources of funding, and the lack of an effective
system of general oversight and private financial oversight.

O The inability of many of these companies, especially Arab ones, to develop their current products with their own
capabilities, in addition to their inability to benefit from global technological developments due to the lack of financial
resources in general, and the technical resources capable of adapting this technology to suit their capabilities and
current products, and perhaps due to the absence of an export vision, and most of them relying on meeting the needs
of the local market.

O The shortlife of family businesses due to property disputes of heirs that increase generation after generation, as many
studies have praised, as mentioned previously, that their average lifespan does not exceed a little more than twenty

years.

The insistence of many owners of these companies to maintain the current legal form of their partners, and their reluctance to
convert them into public joint-stock companies that would achieve more benefits for them in the medium and long term, due to
fears that may only exist in their imaginations, and they are unaware of the great risks that could befall them by maintaining the
current status of their companies, which makes the risks of their exposure to bankruptcy and total failure a real matter, which

may even affect their property or their private money that is not invested in the company.

79



Seventh: Recommendations

® Work on separating management from ownership, and relying on professional cadres specialized in managing these companies,
because this would lead to limiting conflicts in the board of directors between the family poles in them, while restricting the scope
of supervision exercised by the board of directors and limiting it to the managing member of the board of directors and adopting

transparency and financial disclosure among owners.

® Encouraging mergers between family companies because of its impact on several aspects, including strengthening social
cohesion among the owning families, enhancing the ability to perform at high levels, and advancing long-term goals in
administrative, production and marketing aspects, which increases their ability to compete and confront the rapid changes in
global markets in light of the globalization system.
® (reating strategic alliances between local and international family companies by establishing joint projects and cooperation in
the field of marketing and benefiting from technology.
® Seeking to establish specialized practical centers to study the experiences of large, pioneering family businesses, as well as
studying family disputes and finding appropriate solutions for them at the beginning, for fear of expansion and lack of control
over them, and contributing to creating an economic and social culture for the role of these companies in local economies and
educating them on developing family wealth and ensuring its smooth transfer to future generations.
® Conducting field studies on family business owners to know their opinions on the obstacles they face, and what they need in
terms of support and assistance in order to be guided by them to find the necessary solutions.
® Government agencies should issue the necessary legislation that would encourage these companies to take the initiative and
transform into public joint-stock companies, including:
O Government financial agencies correcting the value of assets recorded in the data of companies wishing to transform
into joint-stock companies in the financial departments.
O Re-evaluating those assets at their current real value or what is known as (fair value).
O Exempting them from any additional obligations or violations that they may have previously committed due to their
failure to adopt disclosure and accounting transparency before taking the decision to transform into a public joint-stock

company.
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