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Abstract

Background: Family businesses dominate the Palestinian economy, comprising over 70%
of West Bank enterprises and significantly contributing to GDP and employment.
Operating in a volatile socio-political environment with restricted mobility, legal
uncertainties, and economic disruptions, these firms face challenges in sustaining
performance. This study investigates how family dynamic family control, identification
with the firm, social ties, emotional attachment, and dynastic succession, impact business
performance, measured by financial and non-financial indicators.

Methodology: Employing a quantitative cross-sectional design, data were collected from
382 West Bank family business leaders via structured questionnaires targeting industrial
firms. The questionnaires assessed family dynamics, corporate governance, and business
performance. PLS-SEM analyzed relationships, with reliability and validity ensured
through Cronbach’s alpha and component analysis.

Result: Results confirm that family dynamics significantly enhance business
performance. Corporate governance positively impacts performance and moderates the
family dynamics-performance relationship, strengthening outcomes with effective
mechanisms. Family dynamics also improves governance quality.

Practical Implications: Palestinian family firms should formalize governance through
advisory boards and succession plans to leverage family strengths and reduce conflicts.
Policymakers should promote culturally aligned governance training and hybrid models.
Practitioners must balance emotional commitment with professional management to
ensure sustainability and generational continuity.

Keywords: Family Dynamics, Corporate Governance, Business Performance, Palestinian

Family Businesses.
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Chapter One: Introduction

1.0 Background and Introduction

Family businesses are recognized globally as the predominant organizational
form, representing a significant portion of the global business landscape. Research in
strategic management has confirmed their central role in economic development, as they
contribute up to 70% of the global Gross Domestic Product (GDP) and generate 60—
80% of employment in many countries (IFC, 2011; Machek, 2016; Nigri & Del Baldo,
2018). This remarkable contribution underscores their economic, social, and cultural
importance.

The study of family enterprises has undergone many transformations over the
years. The first interest stemmed from the seminal works of Weintraub (1948) and
Brooks (1954), who laid the foundation for understanding social and cultural dynamics
within family businesses. In recent times, the relationship between the family system
and the business system has been analyzed with much concern, especially in succession
and generational transitions (Ferrari, 2023; Nave et al., 2022). These transitions often
represent the most critical points in the life cycle of family enterprises as they require
the alignment of emotional and relational considerations with strategic and operational
requirements.

In strategic management literature, there has been a growing acknowledgment
of the imperative to adapt to ever-changing external environments (Kokol, 2023). A
modern enterprise acts as an economic organization and a means for sustainable
development (Latysheva et al., 2021). This involves concerns about economic
performance while also considering social justice and environmental accountability,

being highly significant aspects in a volatile and resource-scarce context (Bhadra et al.,



2024). Family enterprises are idiosyncratic in this respect: their long-term nature is fully
integrated into the community with very solid stakeholder relationships.

From a regional perspective, family businesses in the Middle East and North
Africa (MENA) countries comprise a significant portion of economic activity; however,
they face some major institutional and governance constraints. This includes inadequate
regulatory frameworks, nascent financial markets, and limited availability of business
schools and innovation assistance (OECD, 2013). Succession planning and governance
remain particularly underdeveloped across Arab economies, creating barriers to growth,
diversification, and resilience.

At the national level, in the context of the Palestinian territories, micro, small,
and medium-sized enterprises (MSMEs) dominate the economic structure, making up
more than 98% of all registered businesses and contributing over 60% to national GDP
(Otman, 2021; PCBS, 2023). Among these, family businesses constitute more than 70%
of enterprises in the West Bank, playing a pivotal role in job creation and sustaining
socio-economic stability (Abuznaid, 2014). However, the economic landscape has been
severely disrupted by the ongoing Israeli aggression, particularly the devastating assault
on Gaza Strip in the fourth quarter of 2023, which led to a 33% contraction in national
GDP and an unemployment rate reaching 74% in Gaza and 29% in the West Bank
(PCBS, 2023). These businesses are often interwoven with extended family networks,
making them both economically significant and culturally rooted.

However, the Palestinian family business landscape is shaped by a highly
volatile socio-political environment, which includes restricted mobility, unpredictable
legal frameworks, and chronic exposure to external shocks (Khoury et al., 2024). The
October 2023 conflict exacerbated these challenges, leading to a contraction in GDP due

to job losses, disrupted supply chains, and increased security risks (Gatti et al., 2023).



Despite their resilience, many family-owned firms lack the strategic capabilities and
governance structures necessary for sustainable performance under such conditions
(Jaradat, 2024).

One of the unique characteristics of family enterprises is the deep
interconnection between family members and the business itself. This dual system of
relationships often leads to both synergies and conflicts (Okafor et al., 2023).
Generational transitions when leadership and ownership are passed on highlight the
need for clearly defined governance mechanisms. Such transitions are successful when
they ensure both business continuity and family unity while transferring control in a way
that safeguards the founder’s vision (Calabro et al., 2021; Miller & Le Breton-Miller,
20006).

Leadership succession is not merely a managerial task; it is a deep cultural and
emotional process, especially in traditional societies (Hasan, 2024). Introducing
younger generations with modern approaches can disrupt established norms, calling for
strategic foresight and structured succession planning (Naciti et al., 2022). Without these
measures, family firms risk instability, particularly when leadership is passed based on
kinship rather than competence. This creates a potential for entitlement culture,
fragmentation, and a misalignment between personal ambitions and corporate
objectives.

Effective governance is thus vital. It serves to balance familial influence with
professional management, especially when firms grow or involve multiple generations.
According to Abdelaziz (2021), implementing governance frameworks such as advisory
boards, family councils, and formalized succession plans is essential to mitigate

conflicts and ensure continuity. The application of corporate governance in family



businesses supports accountability, transparency, and long-term performance (Sadiq &
Gebba, 2022).

A critical question emerges: How do family dynamics influence the performance
of family businesses, and to what extent can governance practices moderate this impact?
This study aims to examine the relationship between family dynamics and the
performance of family businesses with the moderate effects of governance practices in
the context of Palestinian industrial family firms, and explore how family structure,
generational leadership, and governance mechanisms interact to shape strategic
outcomes. By focusing on this unique socio-political and economic setting, the research
contributes to both local policy formulation and the global academic discourse on family

business sustainability.

1.1 Study Significance and Justification

Family businesses have long demonstrated resilience and adaptability, earning
recognition for their strategic resource management, leveraging of human and social
capital, and long-term orientation, often referred to as “patient capital” (Calabro et al.,
2021). These attributes provide family enterprises with a unique capacity to respond to
dynamic environments, collaborate through alliances, and sustain competitive
advantages. Yet, while their contributions to national and global economies are
undeniable, these businesses also face distinct internal challenges, particularly those
rooted in family dynamics, leadership transitions, and governance gaps (Zapata-Cantu
etal., 2023).

This study aims, beyond just acknowledging family businesses, at the critical
analysis of the processes underpinning the strategic success of Palestinian industrial

family enterprises. The Palestinian setting manifested an ample rationale for our inquiry.



These companies operate in an environment marked by political instability, restricted
market access, and wavering institutional support, which impair strategic management
and long-term planning (Allard et al., 2012). Family businesses dominate the private
sector in Palestine, accounting for over 70% of all firms and contributing more than 60%
to the GDP of country (PCBS, 2023). From a need for an understanding of how these
establishments might prosper in the face of challenges arises a domestic and
international concern.

In recent years, Palestinian family enterprises have experienced ever-increasing
problems in the changes of generation. Reports show divisions, conflicts, and occasional
firm closures, especially when no formal succession or governance systems were
instituted. These problems do not confine themselves to Palestine; similar tendencies
can be found in family enterprises all over the world (Hlasny et al., 2018; Jaradat, 2024).
Since this study is experimenting in these fields, metaphoric lessons can be drawn for
policymakers, practitioners, and scholars engaged in family business sustainability in
developing economies and fragile nations.

This study contributes further by analyzing a relatively unexplored interface
between family dynamics and corporate governance. While corporate governance has
been studied extensively in publicly listed companies (Handini, 2023; Matei &
Drumasu, 2015; Mismiwati et al., 2025). Family-owned companies, especially in
emerging economies, hardly appear on the radar of scholarship in this regard. This study
aims to bridge that gap by examining how governance mechanisms can moderate the
influence of family dynamics on business performance. In doing so, it responds to calls
for greater inclusivity in corporate governance research and practice, particularly as

many of today’s largest corporations originated as family businesses.



Beyond contributing to academic knowledge, the practical value of this research
is substantial. It offers evidence-based recommendations to enhance the performance
and sustainability of family firms in Palestine and similar environments. In particular,
the study supports Sustainable Development Goal 9 (Industry, Innovation, and
Infrastructure), especially target 9.2, which advocates for inclusive and sustainable
industrialization and increasing the industrial sector's share of GDP and employment,
and targets 9.3 and 9.4, which emphasize access to financial services for small industries
and upgrading for sustainability, respectively (UNDP, 2023). By promoting more
resilient governance and succession practices, the study aligns with broader
development goals in fragile and conflict-affected regions.

Further family projects are treated as economic entities and also transmit values
such as trust, communication, quality, creativity, and social responsibility (Aragon-
Amonarriz et al., 2019). When these values are ingrained into the culture of the firm and
maintained by capable management, they can greatly enhance social cohesion and
economic productivity. Given that social capital and intergenerational cooperation are
the lifeblood of the Palestinian context, the strengthening of such enterprises is beyond
mere earnings. Thus, they increase national economic resilience, sustain social
institutions, and allow a generation of entrepreneurs to take center stage with foresight

and integrity.

1.2 Problem Statement

Family businesses are considered the backbone of the Palestinian economy,
representing approximately 95% of all businesses, thus making considerable
contributions to the national GDP and employment (PCBS, 2023). Despite their value,

these firms face much higher rates of failure and diminished generational continuity



(Alaydi et al., 2021). The instability is further bolstered by the unstable socio-political
landscape in Palestine, which carries economic uncertainty, limited access to resources,
poor enforcement of the law, and periodic violence (Rutten, 2024). External forces, in
turn, intensify internal problems, many of which manifest in complex, occasionally
dysfunctional family relationships that may involve a lack of communication, escalation
in commitment, and blurred lines between family and business duties (Krueger et al.,
2021).

The merging of family and business systems creates conflict within the
organization, especially during times of generational change, since succession planning
and transfer of leadership are usually informally handled or absent entirely (Chalhoub,
2025). These problems typically lead to a lack of strategy alignment, decreased
productivity, and a dull capacity for decision-making. While many family businesses are
based on strong values such as trust, loyalty, and the community (Sorenson & Milbrandt,
2023), without formal governance structures, these connections can present challenges
such as nepotism, feelings of entitlement, and resistance to change (Kuforiji, 2024).

In theory, agency theory by Meckling and Jensen (1976), resource-based theory
by Barney (1991), and stakeholder theory by Freeman (2010) all suggest that
governance mechanisms reduce agency costs, strengthen internal resources, and balance
stakeholder expectations. Prior studies suggest that governance mechanisms, if aptly
designed, can resolve conflicts, foster strategic planning, and improve the financial
performance of family enterprises (Abdelaziz, 2021; Carlock, 2010; Mustakallio, 2002).

Nonetheless, a significant gap persists in understanding how governance
functions in the unique Palestinian industrial context, where instability and informality
prevail. Most of the literature studies family firm governance in developed economies

that enjoy an advanced institutional infrastructure, regulatory framework, and business



ecosystem (Umans et al., 2020; Van Helvert-Beugels et al., 2019). Conversely, several
Palestinian family firms practice informal governance methods that almost always
oppose the idea of formalization of roles and responsibilities. Perhaps consequently,
they forgo numerous opportunities to strengthen resilience, facilitate generational
transitions, and align family interests with business interests.

This research gap is problematic for several reasons:

. It limits the applicability of global family business theories to fragile and
developing economies.

J It deprives Palestinian policymakers and business leaders of evidence-based
strategies to strengthen a critical sector.

. It prevents the development of locally grounded models that reflect both cultural
realities and economic constraints.

Thus, this study addresses the urgent need to explore the relationship between
family dynamics and business performance, with a specific focus on how corporate
governance moderates this relationship in Palestinian industrial family businesses. It
aims to clarify whether certain family dynamics, such as healthy communication,
emotional attachment, or excessive familial involvement, positively or negatively affect
firm performance. More importantly, it investigates whether formal governance
structures can mitigate adverse dynamics and promote sustainable business outcomes.

By empirically addressing these questions, the study contributes to both theory
and practice. It enhances academic understanding of governance in family firms
operating under institutional fragility and provides actionable insights for business
owners, advisors, and policymakers striving to support long-term performance and

succession in Palestinian enterprises.



1.3

Research Aim, Objective, and Questions

The primary aim of this study is to examine the relationship between family

dynamics and business performance in Palestinian industrial family businesses, with

particular attention to the moderating role of corporate governance mechanisms. The

research seeks to contribute both theoretically and practically by addressing the

complexities of governance and familial relationships in a politically and economically

challenging context.

1.3.1

Research Objectives (RO)

To achieve this overarching aim, the study sets out the following specific

research objectives:

RO1:

RO2:

RO3:

RO4:

ROS:

To examine how family dynamics influence the performance of family businesses
in the Palestinian industrial sector.

To examine how family dynamics influence corporate governance in the
Palestinian industrial sector.

To examine how corporate governance influences the performance of family
businesses in the Palestinian industrial sector.

To assess the moderating role of corporate governance in the relationship between
family dynamics and business performance.

To offer a context-specific contribution to the academic and practical
understanding of family business performance and sustainability within the

Palestinian industrial sector.



1.3.2

Research Questions (RQ)

The research will address the following guiding questions, derived directly from

the objectives:

RQI:

RQ2:

RQ3:

RQ4:

RQ5:

1.4

How do family dynamics affect business performance in Palestinian industrial
family businesses?

How do family dynamics affect corporate governance in Palestinian industrial
family businesses?

How does corporate governance affect business performance in Palestinian
industrial family businesses?

How does corporate governance moderate the relationship between family
dynamics and business performance in Palestinian industrial family businesses?
What context-specific insights can be drawn to enhance academic understanding
and inform practical strategies for improving the performance and sustainability

of Palestinian industrial family businesses?

Conceptual Framework

The conceptual framework of this study is designed to examine the complex

relationships between family dynamics and business performance in Palestinian

industrial family businesses, with a specific focus on the moderating role of corporate

governance. The framework integrates key constructs such as Family Control and

Influence, Identification of Family Members with the Firm, Binding Social Ties,

Emotional Attachment of Family Members, and Renewal of Family Bonds Through

Dynastic Succession, as independent variables representing core dimensions of family

dynamics. Business performance is assessed using business growth, profitability or

financial profitability, image and customer loyalty, and product service innovativeness
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indicators. Corporate governance mechanisms, Board, Anti-takeover provisions, and
Compensation and ownership are positioned as moderating variables that may
strengthen or weaken the influence of family dynamics on firm performance.

Table 1.1 presents a summary of the conceptual and operational definitions of
the research variables, along with the sources and measurement scales used for each

construct.
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Table (1.1): Conceptual and Operational Definitions

Construct CType gl Conceptualization Operationalization Source/ Author Scale
onstruct
Lee. et al. (1996),
- N . "Reilly. et al. (1
27 indicators are categorized into five O'Reilly. et al. (1986),
. . . . . Allen. et al. (1990),
Refers to the behavioral, emotional, dimensions: (a) Family Control and
. L . e . Carlock. et al. (2001), . .
and relational characteristics of family | Influence, (b) Identification of Family . Five-point
. . Independent . . . . . . Klein et al. (2005), .
Family Dynamics . involvement that shape business Members with the Firm, (c) Binding Social . . Likert
Variable .. . . . . Miller et al. (2005), Miller
decision-making and governance. Ties, (d) Emotional Attachment of Family scale
. et al. (2009), Cruz et al.
Members, () Renewal of Family Bonds
Through Dynastic Succession (2010), Eddleston. et al.
gn Ly ' (2007),
Zellweger. et al. (2011)
This refers to the structures and
Corporate Moderator processes for decision-making, 38 indicators across three dimensions: (a) Five-point
P ) accountability, and control within the Board, (b) Anti-takeover provisions, (c) Aggarwal. et al. (2011) Likert
Governance Variable . . . . .
business, especially concerning Compensation and Ownership scale
ownership and board governance.
Refers (o the firm’s effectiverness in 12 indicators capturmg perceived financial _ _
Business Dependent achieving financial and strategic goals performance (€.g., business growth, Five-point
P . . g e gic goass, profitability or financial profitability, image | Garg. et al. (2004) Likert
Performance Variable with a focus on profitability and sales .
and customer loyalty, and product service scale

outcomes.

innovativeness indicators)
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1.4.1 Conceptual Definitions

Business performance is the capability and productivity of an organization to
accomplish its financial and strategic objectives. Family businesses base their definition
of success not only on financial dimensions (for instance, return on sales and
profitability) but also on non-financial dimensions (such as family satisfaction and
continuity) (Basco, 2013; Zajkowski et al., 2022). This study measures success mainly
through business growth, profitability, brand image, customer loyalty, and product and
service innovation.

Corporate governance in a family business refers to the structures, rules, and
procedures that govern and steer the organization toward accountability and
transparency, as well as strategic concentration. These would typically include formal
organizational structures, such as boards of directors, advisory boards, and family
councils, as well as facts and traits about informal norms and practices (Jerab, 2023;
Tricker, 2015). This study investigates corporate governance as a direct effect as well as
the moderating effect influencing the family dynamic-performance relationship.

Family dynamics are the patterns of interaction, relationships, roles, and
emotional bonding among family members who are part of the firm. Family dynamics
have a powerful influence on decision-making, conflict resolution, succession
leadership, and the strategic direction of the firm (Ferrari, 2019; Hasan, 2024). Family
dynamics in this research are conceptualized by dimensions including communication

quality, emotional bonding, escalation of commitment, and role clarity.

1.4.2 Operational Definitions
Dependent Variable - Business Performance is assessed through 12

perception-based items that evaluate both financial and strategic outcomes. These items
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are adapted from the work of Garg et al. (2004) and are designed to measure
performance from a managerial perspective.

Moderator Variable - Corporate Governance consists of three key
dimensions. The first, Board Structure and Function, includes 24 items adapted from
Zagorchev and Gao (2015). The second dimension, Anti-Takeover Provisions, consists
of six items measuring the firm's protective mechanisms against external threats. The
third dimension, Compensation, and Ownership, includes eight items that reflect family
ownership patterns, executive compensation strategies, and the use of financial
incentives.

Independent Variable - Family Dynamics is operationalized through five
dimensions that reflect the socioemotional wealth (SEW) approach. The first dimension,
Family Control and Influence, consists of six items adapted from Lee and Rogoft (1996)
and Klein et al. (2005). The second dimension, the Identification of Family Members
with the Firm, includes six items derived from the works of O'Reilly and Chatman
(1986), Allen and Meyer (1990), Carlock and Ward (2001), and Klein et al. (2005). The
third dimension, Binding Social Ties, is measured using five items based on studies by
Miller and Le Breton-Miller (2005), Miller et al. (2009), and Cruz et al. (2010). The
fourth dimension, Emotional Attachment, also includes six items and assesses affective
commitment and emotional investment, drawing from O'Reilly and Chatman (1986),
Allen and Meyer (1990), and Eddleston and Kellermanns (2007). Finally, the Renewal
of Family Bonds Through Dynastic Succession consists of four items derived from Lee

and Rogoff (1996) and Zellweger et al. (2012).
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1.4.3 Conceptual Model

Direct Effect —»

Moderator Effect — — —»

Corporate
Governance

(+) H3

= ———— - -

Business
Performance

Family
Dynamics

! — —

Independent Variable Moderator Variable Dependent Variable

1.5 Study Hypotheses
Based on the conceptual model, the following are the study hypotheses:

H1: Family dynamics have a significant positive effect on the performance of family
businesses in the Palestinian industrial sector.

H2: Family dynamics have a significant positive effect on the implementation and
quality of corporate governance practices in Palestinian industrial family
businesses.

H3: Corporate governance has a significant positive effect on the performance of
family businesses in the Palestinian industrial sector.

H4: Corporate governance moderates the relationship between family dynamics and
business performance, such that the relationship is stronger when effective
governance mechanisms are in place.

1.6 Study Limitations

While this study aims to provide valuable insights into the relationship between

family dynamics, corporate governance, and business performance within Palestinian
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industrial family businesses, it is important to acknowledge several limitations that may
affect the scope, generalizability, and interpretation of the findings.

First, the study is geographically limited to the Palestinian territories,
specifically focusing on industrial family businesses operating in the West Bank.
Therefore, the results may not be generalizable to family firms in other sectors (e.g.,
services or agriculture) or in different sociopolitical contexts. The unique economic and
political conditions in Palestine, such as occupation-related restrictions, limited
mobility, and unstable regulatory environments, may lead to context-specific outcomes
that differ from those in more stable economies.

Second, the study relies on self-reported data collected through structured
questionnaires, which may introduce response bias. Family business respondents may
either overstate or understate aspects of business performance, governance quality, or
internal family dynamics due to social desirability or confidentiality concerns. Although
Likert-scale perception-based measures are validated and commonly used in family
business research, the subjective nature of such assessments may not fully reflect actual
financial or governance practices.

Third, the measurement of business performance is based on perceived Return
on Sales and other subjective indicators rather than audited financial records. While this
approach is appropriate for privately held firms that do not disclose financials, it may
limit the precision of performance evaluations and introduce variability based on
individual perceptions.

Fourth, the study adopts a cross-sectional research design, which captures
relationships at a single point in time. As such, it does not allow for the assessment of

causal effects or the evolution of family dynamics and governance practices over time.
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Longitudinal studies would be needed to capture changes in family influence,

generational transitions, and governance structures.

1.7 Structural Outline

Chapter One — Introduction: gives the background of the study. The paper
commences with a briefing of the research background, noting the importance of family
firms in Palestine as well as the challenges they encounter. The chapter summarizes the
study problem and suggests the aims, objectives, and questions for the study. The paper
defines the conceptual and operational definitions of the major variables, formulates
hypotheses, and considers the study's relevance and drawbacks. The chapter ends with a
presentation of the thesis outline.

Chapter Two — Literature Review and Hypothesis Development: sets the
theoretical and empirical foundation for the research. The chapter starts with an
exposition on the nature and significance of family firms in general as well as specifically
in Palestine. The chapter subsequently delineates the theory framework of the study, viz.
agency theory, the resource-based view, and stakeholder theory. It critically reviews
existing studies on family relations, corporate governance, and organizational
performance, pinpointing significant literature gaps. The chapter finishes by summarizing
the conceptual framework that guides the research. The chapter positions itself for the
generation of hypotheses by connecting theoretical concepts to study variables.

Chapter Three — Methodology: describes the research design and method of
approach. The text details the conceptual framework on which the research is based, the
research design selected, and sampling and data collection methods. It describes the
construction of the questionnaire, which includes the scales used for measuring and the

sources used to construct it. The chapter addresses validity and reliability procedures,
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ethics, and statistical methods like regression analysis and moderation analysis that will
be employed to test the hypotheses.

Chapter Four — Results: delineates the empirical findings of the investigation.
The report commences with an analysis of the response rate and a demographic
characterization of the participants. Descriptive statistics are presented for each construct,
along with evaluations of reliability and validity, including Cronbach’s alpha and
component analysis. The chapter subsequently delineates the outcomes of hypothesis
testing through regression and moderation analysis, culminating in a summary of the
principal findings.

Chapter Five — Discussion, Conclusion, and Recommendations: compares the
findings to the literature and research objectives. The chapter provides the implications
of the findings for theory and practice, examining the impact of business performance on
corporate governance and family dynamics. It reassesses study limitations and gives
situation-specific recommendations to researchers, politicians, and entrepreneurs. The
chapter ends with recommendations for future research and a final reflection on the

study's contributions.
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Chapter Two: Literature Review

2.0  Introduction

This chapter discusses theoretical and empirical works on the interplay between
family dynamics, corporate governance, and business performance. The analysis starts
with an investigation of the Palestinian industrial sector, thus situating the value of family
enterprises therein. The chapter then delineates some theoretical frameworks and reviews
literature that discusses the advantages and drawbacks of family involvement, where
institutional weakness and political turmoil characterize the foundries, as in the case of
Palestine. The chapter elaborates on the hypotheses of this study by identifying research
gaps relating to the direct effect of family dynamics on performance and corporate
governance as a moderator in the studied family enterprises of the industrial sector in

Palestine.

2.1 Conceptual Foundation and Literature Review
2.1.1 Palestinian Industrial Family Businesses

Family businesses are considered essential contributors to economic development
in both developed and emerging societies. In Palestine, they take on somewhat greater
importance because of the national economic structure, the familial social structure, and
certain constraints imposed by political instability, which engenders a set of conditions
imposed by occupying powers. Palestinian Central Bureau of Statistics (PCBS, 2024)
states that family businesses constitute the majority, around 95%, of all registered
enterprises, with more than 70% considered as small or medium enterprises (SMEs). In
this respect, industrial family enterprises are highly strategic because of supply around
20% of the national GDP, providing national employment, and nurture indigenous

manufacturing capacities.
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Palestinian industrial business enterprises operate in an environment heavily
shaped by sociopolitical constraints that limit access to raw materials and markets, curtail
mobility, and prescribe an ambiguous legal and regulatory framework (Jaradat, 2024).
Such companies are usually inherited over generations; whereby economic activities are
put together with entrenched cultural and family traditions. This amalgamation of
enterprises as financial entities and enterprises as family organizations makes these
enterprises very complex in terms of governance, leadership succession, and strategic
planning (Dekom et al., 2024).

While huge organizations are governed through formal governance mechanisms,
a Palestinian family business frequently executes decisions based on informal dictums,
consisting of interpersonal trust and kinship systems (Salameh, 2017). Informal
mechanisms may offer adaptation and resilience during the latter phases of institutional
voids; yet, they may bring in hazards during those transitory generational eras or periods
of conflict (Khoury et al., 2024). Lack of clarity of succession or even clear role
designation feeds into conflict, goal divergence, and operational inefficiencies (Chalhoub,
2025).

Adding to the general instability of the time are conditions of war and
obstructionism in Palestine, further aggravated by those aforesaid factors. The events of
October 2023 brought about a contraction of 33% in the GDP, thereby affecting the
Industrial Sector disproportionally due to damages to infrastructure and disruptions in the
supply chain (Gatti et al., 2023; PCBS, 2024). Family businesses, particularly those in
industrial activities, face greater risks as they rely on depleted stocks, distressed logistics
systems, and constrained capital mobility.

Despite these difficulties, most Palestinian family businesses have been

remarkably resilient, thanks to their embeddedness in local communities and dependence
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on social capital. The significance of social and emotional ties, known as socioemotional
wealth (SEW), is key in maintaining these businesses (Brigham & Payne, 2019). SEW is
the non-financial elements of the business that are cherished by family members,
including familial control, identity, and continuity (Babet, 2020). These values encourage
trust, long-term orientation, and intergenerational solidarity, which are most important
during periods of external challenge and institutional insecurity.

Yet, the same socioemotional determinants can impede improvement unless
guided by effective management. For example, excessive emotionalism may bring about
the appointment of incompetent family members to strategic positions, hostility to
external guidance, or the refusal to implement innovation, all of which tend to lower
competitiveness (Hasan, 2024). Such characteristics are most evident in industrial
enterprises, where the complexity of production and capital investment requires more
professional management techniques.

The literature foresees that the prosperity of Palestinian industrial family
businesses is largely driven by the extent to which they manage to harmonize tradition
with modernity. Those businesses that embrace formal corporate governance
arrangements, including advisory boards, family constitutions, and succession plans, are
most likely to gain strategic alignment as well as organizational continuity (Abdelaziz,
2021; Umans et al., 2020). Here, governance is not only a means of accountability but
also a means of conflict resolution, succession planning, and bridging gaps between
generations.

Moreover, Palestinian family businesses tend to use internal finance or informal
credit sources, which restricts their growth potential and capacity to absorb shocks.
Restricted access to institutional financial services increases reliance on family networks

for resource mobilization (Chumba, 2023). This necessitates the development of
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governance mechanisms facilitating transparency, credibility, and access to outside
resources.

The gender roles within these organizations are distinctive. The Palestinian
women participate actively in family cohesion and informal economic activities;
however, in most manufacturing sectors, they are often barred or excluded from formal
leadership and strategic decision-making roles (Aghabekian, 2019). Modern governance
frameworks that promote equitable participation can unleash the hidden potential of
family businesses.

Digitalization and globalization pose both opportunities and threats. Most
industrial family businesses are struggling to keep pace with technological innovation
because of the absence of competence and investment (Batt et al., 2020). Digital solutions
can provide opportunities for market expansion, operational efficiency, and
intergenerational learning, pending the evolution of strategic governance mechanisms to
support these changes (Zapata-Cantu et al., 2023).

Palestinian family industrial businesses are an important sector of the national
economy but are working under severe pressure. Not just economic measures but also
management of family relationships within the firm, especially leadership,
communication, and succession, shape their survival and prosperity. Formal governance
procedures individualized for specific business, benchmarked to cultural and institutional
circumstances, hold the key to addressing such issues and improving business
performance. By recognizing and meeting the special contextual challenges of Palestinian
family firms, practitioners and policymakers can more effectively enhance their long-term

viability and contribution to national development (Lipinski & Shomali, 2024).
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2.1.2 Business Performance

Business performance is a central concept in organizational studies and strategic
management. It describes a firm's capacity to excel and function effectively towards
attaining its objectives, whether strategic, financial, or operational (Suprihono et al.,
2024). In family businesses, particularly in manufacturing businesses, performance is
more multifaceted and richer in meaning, in contrast to non-family firms. Conventional
business companies are generally evaluated mainly based on profitability and growth;
however, family businesses also include other non-economic objectives like maintaining
family harmony, maintenance of heritage, generational succession, and fulfillment of
socio-cultural responsibilities to society (Basco, 2013; Chehimi, 2024).

Traditional business models usually involve financial performance indicators, for
instance, revenue growth, net profit margin, return on investment (ROI), utilization of
assets, and market share (Rahiminezhad Galankashi & Mokhatab Rafiei, 2022). These
indicators are most often used as standards for success, especially for manufacturing and
industrial companies with substantial dependence on capital investment, economies of
scale, and productivity improvements (Kopeckd, 2018). Financial indicators in family
businesses only tell part of the story. Qualitative factors such as employee satisfaction,
brand image, innovation capacity, customer loyalty, and harmony between generations
are also important in assessing the health and direction of the firm (Tung, 2022).

This general definition of business success is especially applicable to Palestinian
manufacturing family businesses. These companies exist in a socio-political environment
characterized by volatility, occupation, mobility restrictions, and weak institutional
settings (Morrar & Baba, 2022). Such circumstances cause companies to depend more on
internal assets such as social capital, family trust, and informal networks to survive and

manage uncertainty (Mzid et al., 2019). Thus, resilience and adaptability become key
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performance metrics that are as important as bottom-line figures when it comes to success
measurement.

Financial performance is one of the main indicators in Palestinian industrial
family businesses due to capital accumulation needs, reinvestment in fixed assets, and
access to credit markets. Indicators such as gross margin, operational efficiency, return
on assets, and liquidity ratios are critical for competitiveness and sustainability,
particularly in light of the lack of access to external financing and the dominance of cash-
based transactions (Rashid, 2021). These organizations tend to depend on internal
performance perceptions as a result of limited auditing procedures and transparency
issues, so managerial judgments and stakeholder opinions are central elements of
performance measurement (Rutten, 2024).

Strategic performance features include market positioning, process or product
innovation, supply chain robustness, and customer loyalty (Asare et al., 2023). These are
crucial in the industrial environment, where companies must continue to adjust to
technology and unstable input prices. Palestinian industrial family businesses operate
with immense operational risk due to political instability and infrastructural deficits.
Thus, strategic agility, the capacity to transform manufacturing processes, increase
markets, and leverage digital platforms, has emerged as a key component of business
performance (Ononiwu et al., 2024).

According to Yeon et al. (2021), the level of family involvement in the firm
significantly influences performance results. Family ownership and management can
promote long-term orientation, stability in operations, strong commitment, and trust
among employees and consumers. This is especially valuable in Palestine, where social
standing and reputation are deeply rooted in commercial legitimacy (Akella & Eid, 2018).

On the other hand, over-control by families, especially in the lack of professional
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management structures, can create inefficiency, nepotism, and resistance to innovation
(Nasr et al., 2025).

Family relationships are a major determinant of the success of company
performance (Santoro et al., 2021). Family firms will perform better than their
counterparts when roles and responsibilities are well defined, communication is
transparent, and succession planning is active (Eddleston et al., 2013). But when these
relationships are not well managed, as in instances of intergenerational conflict,
entitlement behavior, or lack of transparency, performance is likely to be affected
(Kidwell et al., 2024). Palestine is challenged by the culture and strategy dilemma of
reconciling traditional values and contemporary commercial exigencies.

Corporate governance plays a major role in determining family business
performance (Sarbah & Xiao, 2015). Based on Soares et al. (2024), governance
arrangements such as advisory boards, formal succession, remuneration policy, and
performance measurement systems make accountability possible, minimize nepotism,
and enhance decision-making. Formal governance in Palestinian industrial family
businesses is generally negligible or applied informally, hence the lack of clear authority
and role confusion (Abdelaziz, 2021). It requires the existence of governance structures
that ensure alignment between family interests and corporate goals, as well as facilitate
long-term performance.

Evidence indicates that governance structures contribute to improved corporate
performance by raising transparency, involving external expertise, and facilitating
meritocratic promotions (Cruz et al., 2012; Jerab, 2023; Mustakallio, 2002). These
structures are particularly important in the case of generational handovers, which tend to

represent turning points in the life cycle of a family business. Without official succession
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planning, organisations are exposed to the risk of internal conflict, strategic misalignment,
and loss of stakeholder trust (Ferrari, 2023).

In the case of Palestinians, most family enterprises exist in informal frameworks
due to regulatory limitations, cultural traditions, and lack of access to institutional
resources (Alaydi, 2021). These include using word-of-mouth agreements, cash
transactions not being recorded, and intra-familial labor agreements. As a result of Emma
(2024), such practices foster adaptability and trust-based cooperation; they
simultaneously hinder scalability, diminish financial reliability, and hinder foreign market
entry.

Thus, most Palestinian industrial family enterprises depend on subjective
performance perception as opposed to objectively measured evidence. Perceived
performance is channeled by internal satisfaction, operational stability, customer
comments, and unofficial evaluations of profitability (Eklof et al., 2017). Though they
are not objective, such indicators tend to more accurately portray performance in
instances when official figures are incorrect or unobtainable (Rutten, 2024).

Innovation is a fundamental aspect of business performance (Ch’ng et al., 2021;
Lofsten, 2014; Yusof et al., 2023). Improving technology, creating new products, and
optimizing production processes are necessary to remain competitive, particularly in
manufacturing industries. Family firms tend to be susceptible to innovation difficulties
due to risk aversion, lack of cash, or opposition from older generations (RW Hiebl, 2014).
Encouraging innovation, especially from younger family members or external partners,
greatly improves performance (Li, 2022).

Organizational culture is also a deciding factor. Family businesses tend to have
strong internal cultures that are founded upon values of loyalty, commitment, and shared

values (MikuSova et al., 2024). Such an atmosphere can improve productivity, decrease
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staff turnover, and foster a sense of mission among staff. However, an overly insular
culture can undermine diversity of view and silence minority views, ultimately stifling
flexibility (Sorenson & Milbrandt, 2023).

Palestinian industrial family businesses perform a richly contextualized yet
multifaceted concept (Sheets, 2024). It transcends classical financial performance to
integrate strategic responsiveness, innovation, governing quality, relational aspects, as
well as fit with culture. In a fast-changing and resource-starved context such as Palestine,
a company's performance is not as much the determination of market imperatives or
organizational competence but about resilience, maneuverability, as well as responding
to the balancing needs of both organizational and family interests.

The sustainability of these firms necessitates a dual strategy that appreciates the
value of both formal regulatory frameworks and the informal cultural forces that underpin
family engagement. Building performance frameworks that encapsulate this duality is
essential for policymakers, researchers, and practitioners interested in assisting

Palestinian family firms in attaining sustainable economic and social contributions.

2.1.3 Corporate Governance

Corporate governance is the framework of rules, procedures, and processes by
which a company is controlled and directed. It covers the interactions among a firm's
board, shareholders, management, and other stakeholders, and develops the framework
of corporate goal-making, performance tracking, and risk control (Tricker, 2015; Vannoni
et al., 2024). Although corporate governance principles are globally significant in terms
of promoting openness, accountability, and efficiency, their application to family

businesses, especially in poor economies such as Palestine, calls for special attention.
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Family firms exist at the boundary of two systems: the family and the corporate
organization. This duality generates a special governance dilemma. Family business
governance entails not just managerial responsibility and safeguarding shareholder
interests but also family cohesion, legacy, and socioemotional wealth (Gémez-Mejia et
al., 2007; Nidaazzi & Zaher, 2025). In such companies, particularly in industries,
corporate governance must be constructed to incorporate both economic sense and
emotional factors.

Traditional corporate governance models emphasize structures such as boards of
directors, shareholder voting rights, managerial oversight, and disclosure mechanisms.
These are critical for minimizing agency problems, conflicts of interest between managers
and owners, and for improving performance by ensuring that managerial actions align
with shareholder goals (Jensen & Meckling, 2019). In family businesses, however,
ownership and management are often concentrated within the same group, reducing some
agency conflicts while introducing others, namely, those between active and passive
family owners, or between different generational cohorts with divergent visions (Blanco-
Mazagatos et al., 2016).

To address these challenges, family businesses often incorporate governance
mechanisms that extend beyond traditional corporate structures. These include family
constitutions, councils, charters, succession plans, and protocols for intergenerational
decision-making (Calabro et al., 2021). Such mechanisms provide clarity on roles and
responsibilities, help resolve disputes before they escalate, and institutionalize family
values in the business strategy.

In the Palestinian economy, the relevance of corporate governance is magnified
by the structural weaknesses of formal institutions. Family firms represent over 70% of

all businesses in the West Bank and Gaza Strip and are the backbone of industrial activity
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(PCBS, 2024). However, most operate without formal governance frameworks. Decisions
are often concentrated in the founder or a small group of senior family members, with
little separation between ownership and control (Abuznaid, 2014; Arteaga & Escriba-
Esteve, 2021). While this structure may facilitate speed in decision-making and reinforce
trust, it creates vulnerabilities, including a lack of succession planning, internal conflict,
and resistance to professionalization (Equan, 2021).

Weak legal enforcement, limited access to capital, and geopolitical volatility
render internal governance structures more important. In such situations, family firms
cannot depend upon judicial systems or regulatory agencies to resolve conflicts or secure
shareholder rights (Baughman et al., 2021). Governance systems, therefore, must be self-
policing and culturally nuanced, fusing ancient authority with contemporary practice in a
manner that will promote continuity and strategic resilience (Chandler, 2018).

Succession is among the central governance challenges facing Palestinian
industrial family firms. Succession transfers are often informally held under the dictates
of family rather than competence or readiness, and thus, it could potentially lead to
dispersion and below-average performance (von Schlippe et al., 2021). In the absence of
clarity on succession, continuity of the organization is threatened, intergenerational
conflict heightens, and streams of confidence are lost among the stakeholders.

Research has established that institutionalized governance models, such as
mentorship programs, leadership development strategies, and succession planning
policies, play a critical role in facilitating effective intergenerational transitions
(Chalhoub, 2025; Kehinde, 2023; Kelta Tabaku, 2024). Through these models, transitions
are more strategic, transparent, and smoother.

Good governance is strongly linked with business performance (Achim et al.,

2016; Tjahjadi et al., 2021). It reduces agency costs, enhances strategic fit, and enhances
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investor faith. Research conducted by Umans et al. (2020) and Mustakallio (2002) reveals
that independent directors' presence, performance-related compensation schemes, and
regular financial audits are linked with enhanced innovation, profitability, and business
valuation. Salameh (2017) concluded that although not all Palestinian family businesses
possess the ability to formulate complex systems, even simple systems like defining tasks
and sporadic performance appraisals can bring significant advantages.

Moreover, governance practices serve to reduce nepotism and emotional bias
prevalent in close-held family businesses. As per Eddleston et al. (2013) and Wu et al.
(2024) emotion-driven decision-making can impede corporate performance by giving
primacy to family loyalty over sound commercial judgment. Governance is a system of
checks and balances that ensures that decisions are based on merit and strategic
importance, not on personal relationships.

Palestine's political and economic challenges often lead to internal governance
structures replacing regulatory oversight from the outside. Compensation plans, anti-
takeover protections, and internal audits are mechanisms that add transparency and
enhance crisis resistance (Aggarwal et al., 2011; Daidj, 2024). These mechanisms in
family firms facilitate the equilibrium of family and professional management
requirements, especially as company size and complexity rise.

Hybrid governance models are increasingly prevalent among Palestinian
industrial companies. These structures combine traditional family control with formal
corporate governance. For instance, while older family members maintain symbolic
leadership positions, decision-making authority is transferred to professional managers or
advisory boards. This development allows for innovation and operational efficiency while

maintaining trust and cultural continuity (Jaradat, 2024).
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Additionally, an International framework like the International Finance
Corporation (IFC) offers useful templates that can be used to suit local conditions (Yeo,
2025). They promote the development of governance charters, the establishment of
ownership and leadership rights, and the adoption of mechanisms for resolving disputes.
These approaches are especially applicable in Palestine, where informal governance
norms dominate, and family businesses must use self-regulation to make their way
through a precarious legal and economic environment (Merkbawi, 2021).

Management of corporate business within Palestinian family business groups is
not merely a bureaucratic necessity but also a strategic necessity (Nabeel, 2023). It
facilitates strategic foresight, increases flexibility, and allows firms to react to external
distractions effectively. Where governance chimes with the belief of the family and
strategic needs of the company, both corporate continuation and intergenerational
succession ensue (Soderstrom & Kock, 2023).

Governance in family business plays a multi-faceted role in accountability,
maintaining family unity, and enhancing performance (Gouz & Allioui, 2024). For
Palestinian industrial firms under institutional uncertainty and socio-political turmoil,
governance remains the driving factor of resilience and growth. Instating governing
structures made up of international best practices and local traditions can enable such
firms to endure hardship. Thus, enhancing family business corporate governance must be
on the agenda of researchers, policymakers, and practitioners committed to sustainable

economic development in Palestine.

2.1.4 Family Dynamics
Family dynamics denote the emotional, behavioral, and relational patterns that

characterize interactions among family members, especially within the framework of
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jointly owned or managed enterprises (Richardson, 2022). In family firms, these
dynamics affect various organizational activities, including decision-making, leadership
succession, dispute resolution, strategic direction, operational discipline, and innovation
(Hasan, 2024). Comprehending family dynamics is essential for analyzing how familial
engagement may serve as both a driver and a limitation to corporate performance.

The impact of family dynamics is especially significant in civilizations such as
Palestine, where cultural, tribal, and familial frameworks are intricately woven into the
social and economic fabric (Sinha, 2023). Palestinian family enterprises are distinguished
by intimate relationships, intergenerational connections, and robust emotional ties that
frequently surpass commercial rationale. In such environments, the boundaries between
the family and the firm are frequently blurred, and business decisions are shaped not only
by financial calculations but also by personal loyalties, social expectations, and
intergenerational obligations (Calabro et al., 2021; Khoury et al., 2024).

The socio-cultural context of Palestine is built on collectivist norms that
emphasize kinship, loyalty, and elder authority. These values influence business conduct
in several ways. First, they contribute to the establishment of a trust-based business
culture in which family members feel a deep sense of responsibility toward the firm. This
often translates into long-term commitment, low turnover, and high levels of
organizational identification. Second, they foster continuity, as younger generations are
socialized early into the business and expected to carry forward the founder's vision and
values (Abdelaziz, 2021; Gémez-Mejia et al., 2007).

However, these same values can become impediments to growth when they
prevent the integration of professional management, limit the participation of women or
younger members in leadership, or obstruct strategic decision-making. In many

Palestinian family firms, especially those in the industrial sector, resistance to change,

32



hierarchical rigidity, and emotional interference are common challenges that hinder

competitiveness and innovation (Latte Abdallah, 2022).

Scholars such as Zellweger et al. (2012) and Klein et al. (2005) have
conceptualized family dynamics through several dimensions that capture the complexity
of family influence on business operations. These include:

. Family Control and Influence: refers to the extent to which family members
dominate strategic and operational decisions within the firm (Scholes et al., 2021).
In Palestinian family businesses, authority often rests with the founder or the
eldest male figure, creating a centralized power structure. While this may enable
swift decisions and a unified vision, it can also suppress alternative viewpoints
and marginalize capable successors, especially women or younger family
members (Sultan et al., 2024). In the absence of checks and balances, centralized
control may lead to autocratic leadership and resistance to innovation.

J Identification with the Firm: Many family members in Palestine see the business
not as a separate entity but as a reflection of the family’s reputation and identity.
This psychological ownership fosters deep commitment, resilience, and a
willingness to make personal sacrifices for the firm’s success (Allen & Meyer,
1990; O'Reilly & Chatman, 1986). However, this strong identification may also
lead to emotional decision-making, overprotection of the status quo, and rejection
of professional advice or external scrutiny.

o Binding Social Ties: Strong family ties serve as a form of informal governance,
enabling coordination, trust, and mutual support. These ties can improve crisis
management and reduce transaction costs. Yet, they can also give rise to nepotism,
favoritism, and unmerited promotions, which in turn demotivate non-family

employees and undermine meritocratic culture (Weimann et al., 2021). In
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industrial firms where operational efficiency is critical, such relational favoritism
can be particularly detrimental.

Emotional Attachment: Affective commitment to the business plays a key role in
sustaining firms during periods of external or internal adversity. In Palestine,
where businesses are frequently exposed to military conflict, border closures, and
economic volatility, this emotional bond often serves as a stabilizing force.
However, excessive emotional attachment may also hinder critical evaluation of
performance, delay restructuring efforts, and impede the exit of underperforming
family members (Abdelaziz, 2021).

Dynastic Succession: Succession is perhaps the most sensitive and influential
element of family dynamics. In Palestinian family firms, transitions in leadership
are typically informal and based on family seniority or inheritance rather than
objective criteria. The absence of structured succession planning often results in
power struggles, confusion, and, in extreme cases, business fragmentation or
closure (Chalhoub, 2025; Ferrari, 2023). To safeguard continuity and
performance, succession should be approached as a strategic process that balances
personal aspirations, family expectations, and business needs.

The socioemotional wealth (SEW) theory provides a comprehensive framework

for examining the non-economic objectives that influence family company activity

(Brigham & Payne, 2019). Derkacz and Lundstrém (2024) assert that family enterprises

prioritize the preservation of socioemotional assets, including family identity, legacy, and

intra-family peace, even if it compromises financial results. In Palestine, the connection

between family reputation and social position with business outcomes is extremely

pronounced. Although SEW can promote stewardship, resilience, and ethical behavior, it

may also induce lethargy, excessive embeddedness, and risk aversion.
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Empirical research continually underscores the dual structure of familial
dynamics. Cohesive family relations, aligned objectives, and transparent communication
correlate with strategy clarity, adaptation, and performance resilience (Miller & Le
Breton-Miller, 2006; Sorenson & Milbrandt, 2023). Conversely, inadequate
communication, ambiguous roles, and entitlement behaviors have been associated with
less innovation, increased staff turnover, and operational inefficiencies (Eddleston &
Kellermanns, 2007; Mustakallio, 2002).

Palestinian studies show that companies with good family dynamics, defined by
intergenerational communication, cooperative leadership, and clear role delineation, are
best equipped to thrive and endure shocks from the outside (Abuznaid, 2014; Jaradat,
2024). On the other hand, companies characterized by patriarchal control, intragroup
conflict, or succession uncertainty tend to experience stagnation and strategic
misalignment.

Structured governance mechanisms can help regulate family dynamics and
mitigate associated risks. These include role definitions, conflict resolution procedures,
performance evaluation systems, and succession protocols. When implemented
thoughtfully, governance structures preserve the benefits of familial commitment while
imposing discipline and strategic direction (IFC, 2018). For Palestinian firms operating
in weak institutional environments, such internal governance may be the only buffer
against both market and relational disruptions.

The Palestinian industrial family business dynamics are complex and interwoven
with cultural, emotional, and historical backgrounds. They are a cornerstone of unity,
dedication, and toughness, but are enormous challenges if not successfully handled. The

traits that bind the family to the business emotional attachment, group identity, and
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commitment across generations, can also be an obstacle to strategic adaptability and
management.

To sustain long-term performance, Palestinian family firms must develop
mechanisms to manage family dynamics proactively. This includes integrating culturally
relevant  governance structures, fostering transparent communication, and
institutionalizing succession planning. Only by aligning emotional investment with
strategic imperatives can family dynamics become a sustainable advantage rather than a

hidden liability.

2.2 Hypotheses Development
2.2.1 Family Dynamics and Business Performance

Family dynamics are a fundamental factor influencing the functioning and
performance of family-owned enterprises (Munagapati, 2018). They encompass the
behavioral, emotional, and relational patterns among family members involved in the
business and extend to communication quality, conflict resolution, decision-making
approaches, and succession planning (Ferrari, 2023; Hasan, 2024). Within family firms,
especially in environments that are complex and volatile like Palestine, these processes
assume greater significance due to the lack of stable institutional configurations and the
centrality of family as a social and economic entity.

Family businesses are practically defined by the overlap of two autonomous yet
interdependent systems: the family system and the business system (McAdam et al.,
2023). Through the overlap, the result is a distinct organizational culture where emotional
ties, heritage, and long-term view exist alongside financial imperatives like profitability,

innovation, and expansion. As a result, family dynamics can serve both as a source of
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competitive advantage and as a potential source of dysfunction if not properly managed
(Goémez-Mejia et al., 2007).

Socioemotional wealth (SEW) is a significant theoretical foundation for
explaining family firm members' impact on business performance. SEW is the non-
economic value of a company that family members aim to maintain, such as family
identity, reputation, continuity, and emotional connection to the firm, as defined by
Brigham and Payne (2019). The pursuit of SEW can promote long-term orientation,
ethical conduct, and loyalty of employees, but may lead to conservatism, opposition to
change, and unwillingness to accept external managers or investors (Calabro et al., 2021).

In risky contexts like the Palestinian territories, the positive qualities of SEW,
including trust, loyalty, and resilience, may be particularly valuable. Family firms
frequently play economic, social, and political functions, providing stability and
continuity in an otherwise chaotic environment (Gatti et al., 2023; Khoury et al., 2024).
Yet, when family relationships are incongruent or badly governed, SEW pursuit may
cause organizational rigidity, decision paralysis, or the supremacy of emotional over
strategic objectives.

Drawing on the framework proposed by Zellweger et al. (2012), five dimensions
of family dynamics have been widely recognized as critical to the performance of family
firms. In many Palestinian family businesses, authority is centralized in the founder or
senior family members, often following traditional patriarchal norms. While this
centralized control can offer direction and speed in decision-making, it can also create
bottlenecks and discourage dissent, innovation, and participation from younger or female
family members (Brynjolfsson & Ng, 2023). Nevertheless, when aligned with a strong
sense of vision and accountability, concentrated family control can ensure consistency,

long-term investment, and stability (Miller & Le Breton-Miller, 2006).
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Family members who see the business as a direct extension of the family’s identity
tend to invest greater time, energy, and emotional resources into its success. This
internalization of the business’s goals often results in increased resilience, personal
sacrifice, and ethical business conduct (Allen & Meyer, 1990; O'Reilly & Chatman,
1986). In Palestine, where social and community perceptions are central to family
standing, such identification also strengthens the business’s legitimacy and stakeholder
relations (Abuillan, 2023).

Strong emotional bonds among family members can enhance mutual support,
trust, and crisis endurance. This is especially relevant in industrial firms in conflict-
affected areas, where emotional resilience and family solidarity are essential for
continuity (Abdelaziz, 2021). However, excessive emotional attachment can hinder
objective decision-making and lead to conflicts, especially when personal emotions
override business rationality (Eddleston & Kellermanns, 2007). Social ties within the
family contribute positively to informal communication, knowledge sharing, and
operational agility, but may also foster favoritism and reduced accountability.

Succession planning is a critical juncture in the life cycle of any family firm. When
managed well, it enables knowledge transfer, strategic renewal, and continuity. However,
in many Palestinian family businesses, succession is informal and based on kinship
hierarchies rather than merit or preparedness. The lack of structured succession planning
often leads to a leadership vacuum, internal strife, and erosion of business direction
(Chalhoub, 2025). Conversely, firms that invest in mentorship, leadership development,
and succession protocols report improved strategic alignment and performance.

Transparent communication and well-defined role expectations bring about a
healthy company culture and lower the incidence of internal conflict (Jerab, 2023).

Family businesses with smudged demarcation of family and business roles benefit greatly
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from responsibility clarity and transparent communication to avoid misconceptions,
struggle for power, and redundancy at work. Palestinian family enterprises that promote
broad-based participation and formalized roles are more likely to have increased
adaptability and decision-making efficiency (Andersen et al., 2013).

Empirical research consistently portrays the positive relationship between good
family dynamics and firm performance. Chepchumba (2022) discovered that co-operative
familial relationships improved strategic choice, spearheaded innovation, and fortified
operating performance. Armandola (2024) further indicated that close-knit family units
with uniform objectives outperform fragmented ones in terms of performance. The
discovery is of significant relevance in the Palestinian context, where companies tend to
appear as economic and social organizations simultaneously (Akella & Eid, 2018).

Palestinian family firms have significant external restrictions, including restricted
mobility, insecure legal arrangements, and limited access to resources (Abuznaid, 2014;
Rutten, 2024). Such firms often execute social missions that are usually delegated to the
state, for instance, employing family members or contributing to the community. Internal
workability and stability within the family are the most important parameters that affect
the life of the corporation. Structured family dynamics serve as a safeguard against
environmental volatility, enabling enterprises to maintain operations and potentially
expand under adverse conditions (Gatti et al., 2023).

However, great risks come with unmanaged family relationships. They are role
ambiguity, power conflict, entitlement orientation, and intergenerational conflict.
Absence of governance mechanisms in institutions to manage these risks makes
organizations susceptible to stagnation or collapse (Aye et al., 2016). To facilitate the ease

of risks and facilitate the advantages of family relationships, having governance

39



mechanisms such as advisory boards, succession plans, and measurement of performance
is advisable (Jaradat, 2024).

Family relationships constitute a significant factor in propelling the success of
Palestinian industrial family firms. Involving respectful relationships, open
communication, emotional support, and structured succession planning, they are an asset
to the company. Unstructured or uncontrolled, however, they can initiate conflict,
inefficiency, and stagnation. In the Palestinian socio-political environment, with firms
facing internal limitations and external ambiguity, family relations become more salient.
They shape individual relations within the company and the company's viability,
adaptation, and prosperity. Academics and practitioners must approach family relations
as an intrinsic driver of corporate success and examine the mechanisms of governance
that can further empower their positive influence.

H1: Family dynamics have a significant positive effect on the performance of family

businesses in the Palestinian industrial sector

2.2.2 Family Dynamics and Corporate Governance

Family business corporate governance is more than command, oversight, and
accountability; it constitutes an intricate relational system forged by family dynamics,
custom, and socioemotional considerations (Marques et al., 2023). Family firm
governance, particularly in sensitive and high-context environments such as Palestine,
has a twofold purpose of structuring operations and protecting the unity, heritage, and
custom of the family (Abuarkub et al., 2024; Salameh, 2017). The character and quality
of the governance systems also largely depend on the family dynamics underlying them.

In the Palestinian context, where private sector leadership is characterized by

industrial family businesses, governance frameworks tend to arise unplanned rather than
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through intentional design. They are more likely to be underpinned by trust, tradition, and
informal authority arrangements rather than formal rules or institutionalized
arrangements (Samara, 2021). This informality offers certain advantages, such as rapid
decision-making and high levels of commitment, but also introduces risks of role
ambiguity, favoritism, generational tension, and governance inefficiency (van Popering-
Verkerk & van Buuren, 2016). Consequently, family dynamics emerge as a critical
determinant of whether and how corporate governance practices are implemented and
sustained.

Family dynamics, defined as the emotional, behavioral, and relational interactions
among family members, have a direct impact on how governance structures are perceived,
accepted, and utilized within family firms (Richardson, 2022). When family dynamics are
constructive, characterized by clear communication, mutual respect, shared vision, and
intergenerational collaboration, they foster an environment conducive to governance
adoption. In contrast, when family dynamics are conflictual, opaque, or authoritarian,
efforts to formalize governance are often resisted or undermined.

As Suess (2014) notes, relational governance grounded in trust and informal
coordination can be highly effective in cohesive families. However, as firms grow in size
and complexity, reliance on informal governance becomes insufficient. Formal
governance mechanisms such as advisory boards, family councils, and succession
committees become necessary to ensure accountability, strategic alignment, and long-
term sustainability, according to Saroja Achanta (2025). Family dynamics thus play a
facilitative or obstructive role in transitioning from informal to formal governance
systems.

Zellweger et al. (2012) posit that adoption of governance arrangements is usually

motivated by the need to safeguard socioemotional wealth (SEW), which are the non-
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monetary elements of the family firm that are highly valued by the family, e.g., identity,
reputation, and legacy. When family members are deeply emotionally invested in the
company and strongly identify with its success, they are more likely to endorse
governance decisions that preserve continuity and minimize internal conflict (Humphrey
et al., 2021). In this case, governance is not only a strategic device but also a means of
preserving the collective aspirations of the family.

Governance quality is not only determined by structure but also by culture.
Rustam and Narsa (2021) emphasize that good governance in family businesses needs
both formal institutions and an open, accountable, and inclusive family culture.
Harmonious family relationships grounded in open communication, participative
leadership, and well-delineated roles enable effective incorporation of governance
practices (Udoh, 2025). They enable boards to function smoothly, ensure compliance with
established policies, and assist with intergenerational planning. In the Palestinian
manufacturing industry, the governance issues are usually intensified by political
instability and financial limitations.

In this case, intra-familial dynamics matter. Zellweger et al. (2019) claim that
family firms with high levels of intra-firm cohesion and intergenerational trust are likely
to implement formal governance practices, even if there are institutional voids outside
their company. Such practices include setting up advisory committees, creating family
constitutions, and employing conflict resolution methods.

Conversely, when family dynamics are dysfunctional, marked by rivalries,
secrecy, entitlement behaviors, or patriarchal dominance, governance reforms tend to be
superficial or symbolic. Structures may be introduced for appearance but fail to function
effectively due to a lack of buy-in or enforcement. Governance quality thus hinges on the

degree to which family members are aligned in purpose and values, and on their
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willingness to delegate authority and institutionalize decision-making processes (Safadi
et al., 2025).

Trust is the bedrock upon which governance legitimacy is built in family firms.
Sorenson and Milbrandt (2023) contend that interpersonal trust among family members
increases adherence to governance processes, enhances delegation, and facilitates open
communication. Governance tools in high-trust families are not perceived as external
mandates but rather as jointly constructed frameworks for maintaining equity, continuity,
and effectiveness.

In Palestinian family firms, where state intervention tends to be weak and
enforcement of law variable, internal trust-based governance becomes even more pivotal.
LeCounte (2022), argues that trust allows members of the family to embrace performance
appraisals, succession policies, or board monitoring without regarding these interventions
as attempts to undermine familial autonomy. In the absence of trust, governance
mechanisms may be present in terms, but lack actual efficacy as they are avoided for
informal consultation or clandestine agreements (Verhoest et al., 2025).

Culture has a profound impact on the attitude and practice of family business
governance. Cultural values in Palestine, including respect for authority, collectivism, and
family honor, impact the delegation of authority and adherence to formal rules. Formal
governance processes in certain instances are perceived as intrusive or not consonant with
traditional decision-making methods (Holzinger et al., 2016). Nevertheless, when family
leaders possess emotional intelligence and openness to innovation, these cultural values
can be harmonized with modern governance practices to create context-sensitive systems.

Generational shifts also affect governance development. Older generations may
emphasize loyalty, secrecy, and family authority, but young individuals, under the

influence of global education and management schools of thought, tend to push for
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professionalism, information-driven decision-making, and careerism based on
performance. Strong family relations, including intergenerational communication and
comprehension, play a critical role in filling this gap and guaranteeing a government
transition (Marzo, 2024).

Both stewardship theory and agency theory provide accounts concerning the
relationship between family and governance from a theoretical perspective. Agency
theory (Jensen & Meckling, 2019) accounts that structures of governance are required to
eliminate conflict between agents (managers) and principals (owners). In career-
overlapping family firms, the significant agency problem occurs not on account of
heterogeneity in money incentives but owing to family branch or generational conflict.
Good family relationships lower agency costs by harmonizing interests and reducing
oversight requirements.

Stewardship theory, however, refers to the natural tendency of family members to
behave in the best interest of the firm. It asserts that when family members see themselves
as stewards and not as agents, they focus on long-term success as opposed to individual
benefit (Miller & Le Breton-Miller, 2006). In the majority of situations, governance
arrangements are naturally occurring because of a mutual sense of duty and responsibility.
The best stewardship climate is most likely to exist when family dynamics produce
psychological safety, common values, and mutual trust.

An empirical study in Palestine vindicates the family dynamics' moderating effect
on the outcomes of governance. Klenke (2018) established that organizations with clearly
demarcated intergenerational leadership roles and accessible communication systems had
a greater probability of formalized governance arrangements. Tang and Hussin (2020)

documented those arrangements for governance, such as succession plans, family
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policies, and advice committees, worked well in companies with diverse participation-
based encouragement and acknowledgment of generational inputs.

Conversely, family businesses that were beset by internal conflict, strict
hierarchies, or patriarchal control tended to fare poorly in terms of adopting governance
reforms. These companies tended to have poor role definitions, an absence of succession
planning, and resistance to openness, resulting in lower flexibility and poor performance.
Family relationships play a great role in affecting the adoption, design, and performance
of corporate governance arrangements within family firms. In the case where weak
external institutions, like in the case of Palestine, and family businesses predominate, the
governance arrangement is in close connection with the relational and emotional
dynamics of the family. Sound family relationships strengthen the establishment of
effective governance arrangements, reduce resistance to formalization, and ensure long-
term business sustainability.

H2: Family dynamics have a significant positive effect on the implementation and quality

of corporate governance practices in Palestinian industrial family businesses.

2.2.3 Corporate Governance and Businesses performance

Corporate governance is commonly regarded as a key driver of a business's
performance across most organizational settings. In family firms, particularly in industrial
parts of developing and institutionally fragile economies like Palestine, sound governance
is not merely a watchdog role but also an instrument for building resilience, spearheading
innovation, coping with complexity, and maintaining competitiveness in the long term
(Tricker, 2015; Vannoni et al., 2024). Due to the major contribution of family businesses

to the Palestinian economy, governance structures are important in determining company
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longevity, particularly at generational changeovers, resource shortage, and outside
uncertainty.

Corporate governance, in its broadest sense, is the framework by which
organizations are controlled and regulated. It entails the division of rights and obligations
among the stakeholders of the organization, like the board, shareholders, and
management, and lays the foundation for setting objectives, measuring performance, and
managing risks (IFC, 2018). In the family business, governance processes embrace not
only legal and formal structures, but also informal practices grounded in kinship customs,
emotional attachments, and familial relationships.

In general, corporate governance aims to avoid agency issues by harmonizing the
interests of owners and managers (Jensen & Meckling, 2019). In family firms, where roles
tend to be overlapping, governance takes on extra roles: safeguarding minority
shareholders, succession management, reducing intra-family conflict, and distinguishing
ownership from management (Calabro et al., 2021). These jobs are particularly applicable
in the manufacturing sector, where the size of operations, capital intensity, and strategic
planning call for high professionalism and responsibility.

In Palestinian family firms, power is frequently informal or weakly formalized.
Many companies continue to be controlled by founders or older family members who
exercise concentrated power with minimal institutional oversight (Abuznaid, 2014;
Jaradat, 2024). This form of structure may encourage flexibility and quick decision-
making, but also prevent adaptability to unfavorable conditions, suppress innovation, and
cause succession issues. It is required that the move toward more formal and systematic
governance models be made to drive both short- and long-term performance outcomes.

Empirical research has demonstrated a close association between governance

mechanisms and firm performance. Successful family firms have active boards,
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succession planning, independent auditing, and performance-based evaluation systems
based on Umans et al. (2020). Such mechanisms enable strategic alignment, reduce
decision-making biases, and build stakeholder trust, all of which are crucial for industrial
firms competing in turbulent markets.

Boards are a critical oversight and strategic instrument for family firms. A well-
constituted board of independent, non-family directors introduces diverse perspectives,
minimizes emotional decision-making, and holds management accountable for achieving
performance objectives. In Palestine, where family influence is pervasive, even semi-
formal advisory boards can serve as platforms for transparency, collective decision-
making, and generational learning (Abdelaziz, 2021).

A lack of succession planning is one of the most cited reasons for the decline of
family businesses after the first or second generation. Governance systems that
incorporate formal succession protocols ensure a smoother transition of leadership and
preserve firm continuity (Kurniawan, 2024). They also help identify and develop the next
generation of leaders based on merit rather than kinship (Puansah et al., 2024).

Well-defined ownership structures and fair compensation policies contribute to
motivation, reduce conflicts, and enhance employee commitment. In many Palestinian
firms, compensation is often informal and emotionally driven, creating perceptions of
unfairness and weakening performance. Implementing transparent and performance-
based compensation frameworks ensures equity and aligns personal incentives with
business outcomes (Aggarwal et al., 2011; Sadiq & Gebba, 2022).

Governance frameworks that include regular internal and external audits help
identify inefficiencies, ensure financial integrity, and enhance investor and lender
confidence (Udoh, 2025). Palestinian commercial enterprises looking for external capital

or donor money usually have to show effective financial control as a prerequisite.
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Palestinian firms have numerous external challenges, such as political instability,
restricted migration, regulatory ambiguity, and restricted access to formal capital. In such
a scenario, internal governance is critical in guaranteeing organizational effectiveness as
well as sustainability. Gatti et al. (2023), believe that organizations with internal resilience
as well as discipline are better placed to persevere in the face of external shocks. In such
a situation, corporate governance becomes a survival necessity rather than a management
luxury.

Moreover, given the limited role of public institutions and legal enforcement in
Palestine, family firms often serve as quasi-public institutions, employing relatives,
offering community support, and sustaining social networks (Ali et al., 2021). Without
governance, these roles can become burdensome and reduce profitability. With effective
governance, however, firms can balance social responsibilities with business imperatives.

Agency Theory suggests that governance structures are essential for minimizing
agency costs and conflicts of interest between owners and managers. In family firms,
these conflicts may not stem from external managers but from intra-family disputes,
differing generational priorities, or unclear role definitions. Governance mechanisms, like
independent boards, specific contracts, and succession strategies, lower costs and enhance
decision-making quality (Jensen & Meckling, 2019).

The Resource-Based View posits that firms attain competitive advantage by
leveraging valuable, rare, inimitable, and non-substitutable (VRIN) resources (Barney,
2001). In family businesses, institutional arrangements safeguarding and utilizing human
capital, relational trust, and tacit knowledge serve as strategic assets. Effective
governance ensures that intangible assets are utilized to the fullest, hence enhancing long-

term performance (Ionita & Dinu, 2021).
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Several research studies have confirmed the positive relationship between
governance and business performance. Mihoti¢ et al. (2023), Zapata-Cantu et al. (2023),
and Neubauer and Lank (2016) proved that family businesses employing hybrid
governance systems, which integrate traditional family values with contemporary models,
were more crisis-resistant. Berns and Klarner (2017) and Zhang et al. (2023) proved that
high-performing boards and strategic succession result in innovation, revenue stability,
and stakeholder trust.

In the Palestinian context, Rai et al. (2019) showed that organizational governance with
clearly established structures performed well in handling intergenerational transitions,
lowering tensions, and maintaining strategic focus. Bao et al. (2013) and Niewiesk and
Garrity-Rokous (2021) proved that performance outcomes were enhanced when systems
of governance had codified roles, evaluation methods, and leadership development
programs.

Corporate governance naturally touches the operation of family businesses. It gives
strategic direction, reduces internal fighting, raises professionalism, and promotes
flexibility. In risky environments, such as in Palestine, where external institutions are not
strong, internal governance acts as a surrogate instrument to combat risk and complexity.
In family enterprises, governance is more than compliance or command; it involves
institutionalizing succession, accountability, and strategic discipline. Effective
governance converts affective loyalty into operational effectiveness and legacy
preservation into strategic advantage.

H3: Corporate governance has a significant positive effect on the performance of family

businesses in the Palestinian industrial sector.
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2.2.4 Family Dynamics, Corporate Governance, and Family Businesses

Family firms function at the intersection of economic and emotional paradigms.
Family systems, involving behavioral, relational, and emotional family member
dynamics, are a dominant characteristic of family firms and affect organizational
performance and strategic decision-making (Chrisman et al., 2008; Picone et al., 2021).
Family dynamics' impact on performance is neither linear nor stable but depends upon
the availability and effectiveness of corporate governance practices. Corporate
governance, in this case, serves as a moderating function, reinforcing or dissolving the
impact of family dynamics on company performance, as per the design and
implementation (Amin et al., 2022; Gupta & Chauhan, 2023).

In the context of Palestinian industrial family businesses, this moderating
relationship takes on even greater significance. These firms not only dominate the
economic landscape but also function in a high-risk, low-institutional environment
characterized by political instability, limited legal enforcement, and constrained financial
infrastructure (PCBS, 2024). Consequently, the internal mechanisms of control, such as
corporate governance, become critical for aligning emotional loyalty with strategic
objectives and ensuring business continuity across generations.

A moderator variable influences the strength or direction of the relationship
between an independent and a dependent variable (Fritz & Arthur, 2017). In this case,
family dynamics influence business performance, and corporate governance acts as a
moderator that either enhances or diminishes this relationship. This concept is particularly
relevant to family firms, where emotional and relational factors can both empower and
obstruct strategic effectiveness depending on the institutional scaffolding within which

they operate (Miller & Le Breton-Miller, 2006).
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Without formal governance mechanisms, positive family dynamics may be
undermined by informality, ambiguity, or personal conflict. Conversely, when robust
governance systems are in place, these dynamics can be translated into strategic
advantage through structured succession planning, professional management,
accountability frameworks, and clearly defined roles (Klein et al., 2005; Samuel & Isa,
2024).

Agency Theory posits that in the absence of effective governance; agency
problems arise due to conflicts of interest between owners and managers. In family firms,
these problems are often intra-familial between active and passive owners, siblings, or
across generations. Good governance reduces agency costs by clarifying roles,
formalizing decision rights, and institutionalizing accountability (Jensen & Meckling,
2019). Family dynamics alone cannot resolve these conflicts unless guided by formal
structures.

Stewardship Theory, on the other hand, views family members as stewards of the
firm who act out of intrinsic motivation, loyalty, and a desire to pass on the business to
future generations. However, this idealized view assumes high levels of trust,
cooperation, and alignment of values, conditions that governance structures help protect
and institutionalize by Miller and Le Breton-Miller (2006). When family dynamics are
positive, governance mechanisms help maintain stewardship behavior and translate it into
performance outcomes.

Palestinian family industrial businesses tend to be characterized by emotional
attachment, family dedication, and long-term dedication. These dynamics give rise to
long-term direction and organizational durability, particularly when faced with external
shocks like political instability or economic downturns (Khoury et al., 2024). Yet, in the

absence of institutional mechanisms directing these processes, they tend to lead to
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nepotism, role ambiguity, succession conflict, and opposition to external innovation
(Ferrari, 2023).

A Palestinian business with close familial relationships but no succession planning
can experience a leadership void at the retirement or death of the founder (Abuznaid,
2014). A family business bound by kinship, united by vision, can still deteriorate in terms
of performance due to a lack of performance appraisal, financial controls, or a third-party
advisory process (McAdam et al., 2023). Governance becomes the moderator in both
instances that dictates whether or not the familial relationship helps with performance
enhancement or deterioration.

Research demonstrates that governance in the firm influences the extent to which
family dynamics influence performance. That positive familial relationships enhance
performance only in conjunction with mechanisms that promote equity and transparency
(Kroll, 2017; Vajda et al., 2024). During a crisis, family businesses with high-quality
governance systems were more capable of using family solidarity to resolve issues
(Eddleston et al., 2012; Rondi et al., 2022).

Alzarooni (2021) explains that in the Palestinian context, family firms with well-
defined governance structures, including advisory boards, compensation policies, and
formal succession plans, outperformed those based on informal decision-making or
patriarchal authority alone. Hillman and Baydoun (2020) illustrate that governance
arrangements in Palestinian firms not only reinforce internal dynamics but also build
outward trust with stakeholders and financial institutions.

Furthermore, transgenerational succession studies indicate that governance is
instrumental in determining if familial relationships throughout periods of succession are
a result of continuity or discontinuity (Chalhoub, 2025). In organizations where systems

of governance are composed of mentorship initiatives, objective measurement of
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performance, and transparent succession planning, the succession process is less bumpy
and more supportive of enhanced performance.

Effective family dynamics, which are entrenched in values of trust, common
vision, and dedication, can be institutionalized through governance structures so that such
values become embedded in the organizational system and do not rely on the personalities
of current leaders (Chaudhary et al., 2025). This is particularly important in Palestine,
since there are no strong external systems and internal cohesion tends to decide on firm
survival.

Governance also plays a critical role in managing the intergenerational transfer of
values and vision (Bencsik & Machova, 2016). Positive family dynamics often enable
emotional buy-in from successors, but governance ensures that leadership transition is
aligned with strategic and operational needs. Without governance, successors may be
chosen based on seniority or favoritism rather than competence, weakening the firm’s
strategic positioning.

In environments where family dynamics are conflictual due to generational
divides, rivalries, or misaligned expectations, governance mechanisms serve as buffers
that prevent personal disagreements from escalating into organizational dysfunction.
Formal conflict resolution mechanisms, performance-based compensation, and role
descriptions help prevent destructive behaviors from affecting the wider business
(Mustakallio, 2002; Victoria, 2022). This role is especially critical in industrial sectors,
were poor coordination, delayed decisions, or production disruptions can result in
immediate financial losses. Effective governance ensures that business continuity is not
hostage to interpersonal dynamics.

The relationship between family dynamics and business performance is not

straightforward; it is conditioned by the quality and presence of corporate governance
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mechanisms (Munyoki, 2021). In Palestinian industrial family businesses, where
institutional voids are prevalent and family influence is dominant, corporate governance
serves as a necessary bridge that transforms emotional capital into strategic advantage.
When governance is present and functioning, it enhances the performance benefits
of positive family dynamics such as trust, loyalty, and long-term commitment while
mitigating risks such as nepotism, role ambiguity, and succession disputes. Therefore, this
study posits the following hypothesis:
H4: Corporate governance moderates the relationship between family dynamics and
business performance, such that the relationship is stronger when effective governance

mechanisms are in place.

Table (2.1) Synthesis of Previous Works Examining Family Business Dynamics,

Corporate Governance, and Family Business Performance

Author(s) Objective(s) of the s e e
and Year Methodology Study Main Finding(s)
The results also indicate that
family businesses regard family
To investigate the factors business continuity, maintaining
Salameh Qualitative  that affect the family- family wunity, protecting the
(2017) case analysis owned business family name in the market, and
succession process. protecting the family heritage and
wealth as the most important
benefits of succession planning
To provide a statistical Good governance 15 crumal. f ot
the  sustainability, stability,
) model to forecast revenue .. o
Abdelaziz Conceptual productivity, and profitability of
. trends and assess ) ; )
(2021) analysis T . family businesses by ensuring all
sustainability in family . .
. stakeholders are included in
businesses. .. .
decision-making processes
To search the reality .Of The reality of family businesses'
the governance of family . .
! . . governance regarding the rights
Jaradat businesses in Palestine, L
Survey . . .+ and obligations of owners was the
(2024) with a focus on industrial . .
o highest perception among
companies in the Hebron ..
participants.
Governorate
To explore the link Results reveal that having an
Khoury et al.  Qualitative  between trans- ‘opportunistic entrepreneurship’
(2024) study generational succession style is a driving force in
and socio-emotional exploiting the macro
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wealth (SEW) from an
institutional perspective

environmental challenges that
exist where family firms operate

This paper challenges the

Family firms can be both risk-

Gomez- Empirical prevalent notion that willing and risk-averse at the
Mejia et al. ansl sis family-owned firms are same time, challenging the notion
(2007) y more risk-averse than that they are more risk-averse
publicly owned firms than publicly owned firms
To provide insights into
the drivers of success in
Miller & Le family businesses, T(})ljer;zls;égs Clsllgfcg::t nz};?lt: t{:e
Breton- Literature contributing to a better gove . Y
. . : . family businesses play a crucial
Miller Review understanding of their . . . .
(2006) competitive _ advantages role in determining their financial
and challenges in the performance.
marketplace
-Succession planning is most
Explores when strategic conducive to growth in first-
Eddleston & o planning and succession generation faml-ly firms.
Quantitative . -Succession planning benefits
Kellermanns planning are most . .
survey ; . reemerge in third-and-beyond-
(2007) conducive to privately . .
held family firm erowth generation firms, but strategic
Y £ " planning is negatively associated
with growth.
Observe that the study of
social  structures and
social relationships Social relationships enhance a
Zellweger et Conceptual constitutes a common family firm's governance capacity
al. (2012) framework theme among the articles and access to  resources,
’ and commentaries influencing financial and non-
contained within this financial goal pursuit.
special issue on Theories
of Family Enterprise.
-Board involvement in the
This study builds on succession process mediates the
implementation intention positive relationship between
theory to indicate that family governance practices and
Umans et al. Empirical ~ both business and family the level of succession planning.
2020 research overnance ractices -The CEO's inability to let go
g p y g
influence the succession negatively =~ moderates  this
planning  process in mediating relationship, indicating
family firms that emotions influence
governance outcomes
Professionalization mediates the
Investieates the impact of relationship between leadership
variou sg lea dershipp styles style and performance. Moreover,
LR findi h h h
Nasr et al. on the professionalization our .md'mgs show 't at t.e
(2025) Survey and subsequent participative leadership style is

performance of family
businesses

the most effective option for
family businesses seeking to
achieve professionalization and
improve performance
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To evaluate tech adoption
in family firms and to
provoke discussion on

-Family businesses have
demonstrated flexibility —and
adaptability during the pandemic,

Zapata- Mixed what we know about solving complex. problern.s faster
Cantu et al. . . than non-family  businesses.
(2023) methods family busmesse§ and -Family values play a significant
how they face different . . .
challenges in a complex role in [management, 1nﬂuen91ng
world to survive profc':ssmnal.lzatlon, succession,
and innovation processes.
-A higher level of DUI innovation
is more relevant to the innovation
Examines the most performance of newly established
effective innovation enterprises.
Li (2022) Qualitgtive mode;' and boundary -The effectiveqess of STI agd
interviews  conditions for the DUI innovation modes is
innovation performance enhanced by high levels of
of developing companies  innovation and business network
interconnectedness from
technology network partners.
-The study found a strong
positive relationship between
customer satisfaction (measured
by EPSI) and financial
performance  (measured by
Eklof et al. Quantitative =~ Measuring perception vs. market capitalization) for major
(2017) modeling financial metrics banks.
-Monitoring customer
satisfaction is an effective
strategy for enhancing financial
performance, particularly at the
branch level.
-The study evaluates, refines, and
validates the FIBER scale as a
psychometric  instrument to
The paper raises concerns measure socioemotional wealth
about the construct (SEW) in family firms.
Brigham & Literature  validity of the -SEW is identified as a
Payne (2019) Review socioemotional ~ wealth superordinate multidimensional
(SEW) concept in family construct that captures
business research. socioemotional utilities in family
firms. - SEW has an impact on
financial performance in family
firms.
To examine how -Entrepreneurial orientation has a
entrepreneurial statistically significant positive
orientation and effect on the growth of
Cross- succession planning Palestinian family businesses.
Sultan et al. . . . ) .
(2024) sect{ona}l among Palestinian fa-mlly -Innqvathn mediates the
quantitative  businesses positively relationship between
affect their associated entrepreneurial orientation and
growth potential, growth, and business location

considering the mediating

moderates this relationship.
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role of innovation and the
moderating  effect of
geographic location.

Sorenson &
Milbrandt
(2023)

Exploratory
research

To understand the nature
and source of owning
family social capital

-Family faith practices sustain
family faith beliefs.
-Family faith beliefs sustain
family values.
-Family =~ values  strengthen
business family social capital,
which is positively related to
family leader succession,
business  performance, and
community outreach.

Chehimi
(2024)

Mixed
methods

Investigations were to
develop and verify an
effective =~ management
succession model for
micro-small and medium
family-owned enterprises
in Lebanon

-Succession challenges limit firm
growth

-The challenges that family
businesses faced in Lebanon had
a significant impact on the
The success and continuity of
these businesses were many

Aye et al.
(2016)

Thematic
analysis

To study family conflict

-The result indicated that
infertility, financial difficulties,
poor communication between
family members, and lack of
sexual satisfaction/gratification
can lead to conflict in the family.
-Family conflicts affect people
for the course of their lives and
prevent them from experiencing
their full potential

Berns &
Klarner
(2017)

Literature
review

To evaluate CEO

succession models

find that empirical research has
frequently adopted an event-
based perspective on CEO
succession, which is contrary to
the practical evidence regarding
CEO succession as a continuous
process.

Jensen &
Meckling
(2019)

Auditing &
Formal
control
systems

to develop a theory of the
ownership structure of the
firm.

There were alternative
organizational forms available,
and opportunities to invent new
ones. Whatever its shortcomings,
the corporation has thus far
survived the market test against
potential alternatives.
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Chapter Three: Methodology

3.1  Introduction

This chapter outlines the methodology used to examine the relationship between
family dynamics and business performance in Palestinian industrial family businesses,
considering the moderating role of corporate governance. It describes the research design,
approach, data collection methods, sampling procedures, and statistical tools applied. A
quantitative, cross-sectional design was adopted using a structured questionnaire to gather
data from family-owned firms. The study ensures the reliability and validity of the
instrument and employs regression and moderation analysis to test the hypotheses. This
chapter provides a clear roadmap for how empirical evidence was collected and analyzed

to address the study’s objectives.

3.2  Research Design

The research employs a quantitative and cross-sectional design, aligning with the
study’s aim to investigate the influence of family dynamics on business performance in
Palestinian industrial family firms and the moderating role of corporate governance. This
design facilitates empirical testing of defined hypotheses and enables the statistical
evaluation of relationships between variables at a single point in time.

Family dynamics serve as the independent variable, capturing socio-emotional
and relational influences within the firm. Corporate governance functions as a moderating
variable, representing formal structures and mechanisms that may strengthen or weaken
the link between family dynamics and business performance. Business performance is the
dependent variable, measured through financial and strategic indicators such as

profitability, growth, innovation, brand image, and customer loyalty.
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A quantitative approach was chosen to ensure objectivity, replicability, and the
ability to analyze large volumes of data, allowing for broader generalization across
Palestinian industrial family firms (Ghanad, 2023; Myers et al., 2013). The cross-
sectional strategy enables efficient data collection from multiple organizations
simultaneously, making it both practical and cost-effective within the fragile and volatile

Palestinian context (Jesson, 2001; Setia, 2016).

3.3 Study Population and Context

According to the Palestinian Central Bureau of Statistics (PCBS, 2020), the
private sector constitutes the majority of operating establishments in Palestine by
ownership and region as of 2017, totaling 114,745 establishments. In the West Bank
alone, there are 94,619 firms, as shown in Table 3.1. The total number of employed
persons in the Palestinian labor market is 424,904, with 290,666 of them located in the
West Bank, as illustrated in Table 3.2. Additionally, establishments employing 20 people

or more account for only 1.4% of the total, as depicted in Figure 3.1.

Table (3.1) Number of Operating Establishments in Palestine by Establishment
Ownership and Region, 2017

. Not | International Foreig | Local | Central Private
Region Stated | Organization UNRWA n Gov. | Auth. Gov. NGOs National
Palestine 75 193 529 90 1173 7429 3688 | 140745
West 68 110 199 66 | 921 | 5473 | 2364 | 94619
Bank
Gaza Strip 7 83 330 24 252 1956 1324 46126
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Table (3.2) Distribution of Employed Individuals in Private Sector and Non-

Governmental Organization Sector Establishments in Palestine by Sex and Region,

2017
Region Female Male Total
Palestine 82133 342771 424904
West Bank 62515 228151 290666
Gaza Strip 19618 114620 134238

5 - 9 Employed 10 - 19 Employed
persons pt;rgg‘r:s 20 Employed persons
and more
1.4%

7.4%

1 - 4 Employed
persons
88 6%

Figure (3.1) Percentage Distribution of Operating Establishments in the Private Sector,

Non-Governmental Organization Sector in Palestine by Employment Size Groups, 2017

The industrial sector is a significant contributor to the Palestinian economy,
accounting for approximately 12% of the GDP and employing over 116,000 individuals,
with 81% being wage employees. In 2021, industrial production reached nearly USD 5
billion, marking an 11.9% increase compared to the previous year (PCBS, 2022).

The study population consists of family-owned industrial establishments
operating within the West Bank, as identified through the 2019 Industrial Survey
conducted by the Palestinian Central Bureau of Statistics (PCBS, 2019), in cooperation
with the Ministry of National Economy and the Palestinian Federation of Industries. This
survey employed a stratified sampling methodology, ensuring comprehensive and
representative coverage of industrial enterprises across the region. This national survey

employs a stratified sampling design and provides detailed, reliable data on registered
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industrial establishments across Palestine, including their economic activities based on
International Standard Industrial Classification (ISIC) code, representing each type of
economic activity, employment size, and geographic distribution within the industrial
sector.

The selected establishments represent a broad range of industrial activities,
including manufacturing sectors such as food processing, textiles, furniture production,
metal works, and construction materials. The total industrial enterprise in Palestine is
3,742 overall and 2,993 in the West Bank, as shown in Table 3.3. These industries form a
crucial part of the Palestinian economy and are primarily concentrated in key industrial
hubs. In terms of geographic distribution, approximately 26.5% of the identified family-
owned industrial establishments are in the Hebron governorate, reflecting their status as
the largest and most active industrial center in the West Bank. Nablus accounts for around
21.1% of these businesses, highlighting their important roles in regional industrial

development as both form 47.6% of the industrial enterprises in Palestine (PCBS, 2019).
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Table (3.3) Number of Operating Industrial Enterprises in Palestine by Governorate and
Operational Status, 2019

Operational Status dobantt Rl
Governorate o phiie B2 ilile Sl b FREEIP|
Total Operating Intermittently |Operating Regularly
Palestine 3,742 234 3,508 bl
West Bank 2,993 206 2,787 A Al Al
Jenin 299 14 285 O
Tubas & Northern Valleys ar 2 a5 LMl ety sl
Tulkarm 171 18 153 AT
MNablus 632 14 618 el
Qalgiliya 111 25 86 il
Salfit 17 28 89 e
Ramallah & Al-Bireh 340 1 339 Bl g il gl
Jericho & Al-Aghwar 29 0 29 Sy ey
Jerusalem 122 3 119 el
Bethlehem 342 56 286 pad oy
Hebron 793 45 748 Jelad
Gaza Strip 749 28 721 i el
MNorth Gaza 130 17 113 i3t
Gaza 329 10 319 3¢
Dier Al-Balah 96 1 95 e SR
Khan Yunis 121 0 121 e s
Rafah 73 0 73 =

Specifically, this study narrows its focus to a subset of 440 family-owned
industrial establishments located in the West Bank that employ 20 or more workers. This
subpopulation was selected to ensure that the analysis targets businesses of a sufficient
scale to demonstrate formal governance structures, distinguishable family ownership
dynamics, and measurable business performance outcomes. Larger establishments are
also more likely to engage in strategic decision-making processes, face complex
organizational challenges, and implement corporate governance mechanisms, making
them ideal subjects for examining the interplay between family influence and institutional

frameworks.
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3.4  Study Sample

This cross-sectional, quantitative study of the industrial sector in the West Bank
of Palestine encompassed all employees in the Palestinian industrial activity to provide a
general view at different organizational levels. The research utilized a stratified random
sampling method in the selection of a sufficient sample from the population. The
application of this method was preferred because it can cater to the variability of the
industrial sector and ensure randomness at every stratum (Shao et al., 2021).

A stratified random sampling design was used to select the sample that captured
the variability across organizational levels. Stratification was performed across two
primary dimensions: enterprise location by the number of people employed and industrial
activity, allowing the study to encompass the variability inherent in the industry sector
while maintaining randomness within each subgroup.

Industrial family business employees' minimum sample size of 382 was computed
considering a marginal error of 5%, a confidence level of 95%, and an approximate
response distribution of roughly 50% of the entire working population of 47,261 in the
West Bank Palestinian family firms. It was computed utilizing the following formula

utilizing the Raosoft® Application:

N-z (N —n)x
= Z(c/100)*r(100 — = E=\ "%
# = 210000 =r), n =y Ty n(N — 1)
Where:
o n: sample size.
o N: population size.

J Z: Z-value (1.96 for 95% confidence level).
J r: estimated proportion of the population.

° E: margin of error (alpha, 0.05).
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3.5  Sampling Strategy and Sample Size Determination

The sampling design was carefully developed to represent proportionally the

distribution of employed people in industrial family businesses in the West Bank

governorates. The estimated sample size for each governorate was determined according

to its percentage of the total number of employed people. The data was extracted from

the industrial survey by PCBS (2019). As mentioned in Table 3.4, which illustrates the

distribution of employed people according to the governorate of Palestine, and as targeted,

the West Bank governorate is included in the sample method.

Table (3.4) Number of Operating Industrial Enterprises in Palestine by Governorate and

Operational Status, 2019

Esaradl work nature Jaall dngla
Qs e et e b s Ssa e (pshe ilen) Opetien RET
Governorate Total Seasonal Workers | Service Workers | Unskilled Workers | Skilled Workers | Technicians (Diploma) Engineers Administrators skl
=T IS =) s ] I ] s ) s e Pr =) I ) IS
Females | Males | Females | Males | Females | Males | Females | Males | Females | Males | Females Males | Females | Males |Females [ Males

Palestine 6636 51,140 276 1,928 86 3,948 1,320 11,478 3,260 21,706 112 1,256 254 1,313 1,328 9,511 )

West Bank 6221 40,480 252 1,251 83 3,185 1,267 9,641 3,133 16,853 89 952 162 864 1,235 7,734 Al Akl

Jenin 569 2,973 2 48 1 321 62 581 449 1,449 0 20 4 27 51 527 i

Tubas & 42 348 0 o 1 33 1 82 26 105 0 39 3 10 1 79 sk

Northern Valleys K
Al el

Tulkarm 863 2125 29 80 12 176 187 599 522 824 2 31 10 55 101 380 Jnn

Nablus 1,034 7497 59 342 10 534 199 1,340 473 3,391 ] 182 55 128 232 1,580 s

Qalgiliya 287 957 1 12 9 44 52 194 194 483 o] 4 1 24 30 196 Alas

Salfit 319 1,501 12 72 3 81 129 541 95 515 0 7 1 32 69 253 oyl

Ramallah & Al- 598 4,864 18 107 25 308 52 1,047 258 1,950 37 345 27 175 181 932 Sy iy

Bireh

Jericho & Al- 255 716 101 136 4 84 72 141 34 173 0 17 6 38 38 127 152 ey

Aghwar

Jerusalem 236 1,593 2 84 5 232 49 170 104 696 1 56 2 33 73 322 ]

Bethlehem 401 4,734 5 157 3 254 34 820 216 2,467 5 51 7 64 131 921 aal oy

Hebron 1,617 13172 23 233 10 1,118 430 4,126 762 4,800 38 200 36 278 318 2417 Jaalt

Gaza Strip 415 10,660 24 677 3 763 53 1,837 127 4,853 23 304 92 449 93 1,777 5 gl

North Gaza 42 1,564 5 114 0 80 302 16 738 1 54 4 25 14 251 5 Jus

Gaza 296 6,102 2 37t 2 380 43 1,059 7 2,803 22 178 86 344 64 967 5

Dier Al-Balah 22 1,366 1 62 1 204 0 309 9 394 0 62 2 il 9 264 Al e

Khan Yunis 6 1,043 0 114 0 45 0 167 4 541 0 3 0 3 2 180 :_.Fn_,

Rafah 49 585 16 16 0 54 8 10 21 377 o] 7 0 6 4 115 -

Table 3.5 indicates the number and percentage of employed individuals and the

sample allocation by governorate in the West Bank. Hebron registered the highest

percentage at 32.5% industrial sector employment, followed by Nablus at 18.1%, which

are the two largest industrial cities in the West Bank. Significant shares also originated

from Ramallah & Al-Bireh with 11.6%, and Bethlehem with 10.9%. Governorates in

Tulkarm, Jenin, and Jerusalem had relatively low employment rates, while the lowest
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record was 0.8% in Tubas and the Northern Valleys. The Geographical distribution of the

governorates shows a high spread of employment both in the south and central areas.

Table (3.5) Number and Percent of Employed Persons and Sample Allocation by

Governorate in the West Bank

Governorate Females Males Total % of Employed Persons
Jenin 569 2973 3542 7.5%
Tubas & Northern Valleys 42 348 390 0.8%
Tulkarm 863 2125 2988 6.3%
Nablus 1034 7497 8531 18.1%
Qalgiliya 287 957 1244 2.6%
Salfit 319 1501 1820 3.9%
Ramallah & Al-Bireh 598 4864 5462 11.6%
Jericho & Al-Aghwar 255 716 971 2.1%
Jerusalem 236 1593 1829 3.9%
Bethlehem 401 4734 5135 10.9%
Hebron 1617 13732 15349 32.5%

Table 3.6 presents the approximate sample size in every governorate within the
West Bank, as computed based on employed people working in the industrial sector
within a sample of 382 workers. Hebron recorded the highest sample (124), indicating its
premier status in employment in the industrial sector. Nablus (69), resulting from its dense
population of family-owned industrial businesses. The remaining governorates, such as
Ramallah & Al-Bireh (44) and Bethlehem (42), provided valuable samples, although
places such as Tubas & Northern Valleys had very little representation (3), as would be

expected for their lower proportion of industrial employment.
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Table (3.6) Number of Employed Persons and Sample Allocation based on total sample
size by Governorate in the West Bank

Governorate Total % of Employed Persons Sample size
Jenin 3542 7.5% 29
Tubas & Northern Valleys 390 0.8% 3
Tulkarm 2988 6.3% 24
Nablus 8531 18.1% 69
Qalgiliya 1244 2.6% 10
Salfit 1820 3.9% 15
Ramallah & Al-Bireh 5462 11.6% 44
Jericho & Al-Aghwar 971 2.1% 8
Jerusalem 1829 3.9% 15
Bethlehem 5135 10.9% 42
Hebron 15349 32.5% 124
Total 47261 100.0% 382

The second facet of the stratified sample technique examined the distribution of
employed workers across industrial sectors to guarantee representation of the industrial
family enterprises in the West Bank. This method improves the dependability and
pertinence of the results by accurately representing the employment structure within the
industrial sector. Table 3.7, derived from the 2019 Industrial Survey conducted by PCBS
(2019), illustrates the number of employed individuals throughout several ISIC-coded
industrial sectors. The most significant employment concentrations are in the manufacture
of another non-metallic mineral, food product manufacturing, fabricated metal product
manufacturing, and furniture production, facilitating proportional sample distribution

across these essential sectors.
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Table (3.7) Number of Operating Industrial Enterprises and Number

Persons by Main Economic Activity and Region, 2019

of Employed

Gaza Strip 3 pld West Bank Al ddall Palestine Cphndi
No. of Employed plalad) 2z, e No. of Employed oelad 22|z [No.of Employed | i sxc e
Persons Persons Persons ” 5"
s syl gl 5
1sic Economic Activity ™ = sl XS o P s S sl TN P R P ) B2 L
Females | Males | Both Sexes | No. of | Females | Males | Both Sexes | No. of |Females| Males Both No. of
Enterp Enterp. Sexes | Enterp.
B |Mining and quarrying 0 15 15 3 15 1891 1,96 146 15 1906 1,921 149, ) iy gt | 4
GE mru:s'"'“g and quarmying 0 15 15 3 15 1801 1906 146 15 1906 1,921 149 Sl Pl il ¥t 2| 08
C  [Manufacturing 274 9,496 9,770 726 6,042 36965 43007 2823 6,316 46461 52777 3,549 lyadd clelial | o
10 [Manufacture of food products 67 2206 2273 128 2004 8062 10156 566 2161 10268 12429 604 Wl chond iels] 10
11 [Manufacture of beverages 1 18 119 5 a7 580 587 37 38 668 706 4z Syl inta] 11
12  |Manufacture of tobacco preducts 0 0 0 g 170 179 12 9 170 179 12 280 Elatie dolio] 12
13 |Manufacture of lextles 1 84 85 7 18 1200 1,384 39 184 1285 1,469 48| apidieia] 13
Manufact f wea | Sl el
14 [Manufacture of wearing apparel 153 1,613 1,766 60 2270 1778 4048 306 2423 3391 5814 66 I i M
15  [Manufacture of leather and faiidly dall deliaf 15
related products 1 43 44 3 17 1,287 1,304 103 18 1,330 1,348 108| .
16 |Manufacture of wood and Lz lilly 16
products of wood and cork, except
furniture and Manufacture of [+] 241 250 26 a5 659 694 65 44 900 944 o1 lpay G (e il B elin A1
articles of straw and plaiting il
materials
17 |Manufacture of paper and paper 0 36 36 4 131 1186 1,317 58 131 1222 1383 62, Bl oty Gl dnlial 17
products ' " * !
18  |Printing and reproduction of laeall el Ty Flasdyde L] 18
recorded media 14 324 338 25 56 480 536 43 70 804 ar4 68 & 9T s
19  [Manufacture of coke and refined 5y Sall Akl Cdatialy S0 pad dnlia] 19
petroleum products 0 L] 0 2 83 a5 4 2 83 85 4 ™, f
20 |Manufacture of chemicals and el Caially Syl dnlia] 20
chemical products 3 140 143 8 142 508 740 50 145 738 883 58
21 |Manufacture of basic L pmaioans dpul) A all clatiall dslio] 21
pharmaceutical products and 0 0 0 0 298 912 1,210 13 288 912 1,210 13
pharmaceutical preparations
22  |Manufacture of rubber and 1allly bl cdaiie deliaf 22
plastics products 1 335 336 23 273 2228 2,501 102 274 2,563 2,837 125 S
23 |Manufacture of other non-metallic SAY IR ke il delia] 23
mineral products 7 2,159 2,166 223 134 9,072 9,206 728 141 11,23 11,372 951 o
24  |Manufacture of basic metals Agiieal) Sl delia) Gl Sl delio] 24
0 5 5 1 1 145 146 1 1 150 151 12| -
(Bl
25 |Manufacture of fabricated metal ilsmally L L S Guleal] Siatie delia] 25
products, except for machinery 7 845 652 74 102 3225 3,327 222 109 3870 3,979 296
and equipment
26 |Manufacture of computer, Agpeadly 3y S iy Cpusall o] 26
electronic and optical products 0 o 0 2 68 7o 7 2 &8 o 7 y A
27 |Manufacture of electrical Tyl Sl delia] 27
equipment ] 64 64 ] 27 313 340 16 27 a7 404 25
28 |Manufacture of machinery and Al e S Al 2 siadl s dela] 28
equipment n.e.c 1 66 67 6 a 425 433 18 9 491 500 24
29  |Manufacture of motor vehicles, Bypiall A aly S pmall 3 Sl delia] 29
trailers and semi-trailers 0 57 57 4 3 10 13 1 3 67 70 5
PYENQERS
31 [Manufacture of furniture 5 1,190 1195 103 129 4,125 4254 360 1M 5315 5449 472 e B
32 |Other manufacturing 4 a4 98 7 a5 268 251 as 89 360 449 a1 Al s clen ] 32
33  |Repair and installation of Camaly Y e ool 33
machinery and equipment 0 76 76 10 4 122 126 19 4 198 202 29 e Sid Saand
D [Electricity, gas, steam and air 141 1,031 1,472 4 143 1195 1,338 7 284 22% 2,510 " gl iy Sl Sy slygd ciad] O3
conditioning supplies
35  |Electricity, gas, steam and air o lpgll gay adly el ciatad] 35
conditioning supplies 141 1,031 1,172 4 143 1,195 1,338 7 284 2228 2,510 1" s s
E |Water supply, sewerage, waste SN g ) el Akl slgad Zislaal +a
management and remediation 0 118 118 16 21 429 450 17 21 547 568 33 ;
activities Wiy
36 |Waler collection, treatment and 0 a5 o5 13 18 234 352 6 18 429 a7 19 algall iy iy Aallan y psan) 6
supplies
37 [Sewerage 0 0 0 0 0 8 8 1 0 8 8 1 el apea| 37
38 [Waste collection, treatment and Lgig oy gty L pan Aat) 38
disposal activities; materials 0 23 23 3 3 77 80 a 3 100 103 12
recovery gl g la ity
38 |Remediation activities and other A il s ey Aaled) Abati] 39
wasle managemenl services 0 o L] 0 o 10 10 1 0 10 10 1 ”
Total 415 10,660 11,075 T49 6,221 40,480 46,701 2993 6,636 51,140 57,776 3,742 £ pazeall

Sample allocation was calculated based on the proportion of employed individuals

in each industrial activity out of the total employed population in the industrial sector.

From the total sample size of 382 employed people, each activity was assigned a number

of respondents that corresponds to its percentage share of total employment. For instance,
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the manufacture of food products, being the largest industrial activity, accounted for
21.5% of total employment and thus received the largest sample share.

Table 3.8 presents the number of industrial enterprises by activity and the
corresponding stratified sample size, based on a total target sample of 382. The
Manufacture of other non-metallic minerals, being the largest industrial activity,
accounted for 24.32% of total industrial activity in the West Bank and thus received the
largest sample allocation. This was followed by the manufacture of food products with
18.91%, and the Manufacture of furniture with 12.33%, reflecting their significance in
the West Bank’s industrial economy (PCBS, 2019). This method ensures that each
industrial activity is proportionally represented in the sample, reflecting the sector’s

employment structure and enabling more accurate and generalizable insights.

Table (3.8) Number of Enterprises, % of Enterprises, and Sample Size (out of 382) for
each industrial activity in the West Bank

. - No. of % of Sample Size (out
Economic Activity Enterp. Enterp. of 382)

Mining and quarrying 146 4.88% 19
Manufacturing 2823 94.32% 360
Manufacture of food products 566 18.91% 72
Manufacture of beverages 37 1.24% 5
Manufacture of tobacco products 12 0.40% 2
Manufacture of textiles 39 1.30% 5
Manufacture of wearing apparel 306 10.22% 39
Manufacture of leather and related products 103 3.44% 13
Manufacture of wood and products of wood 65 2 17% 8
and cork

Manufacture of paper and paper products 58 1.94% 7
Printing and reproduction of recorded media 43 1.44% 5
Manufacture of coke and refined petroleum 4 0.13% 1
products

Manufacture of chemicals and chemical 50 1.67% 6
products

Manufacture of basic pharmaceutical 13 0.43% 5
products

Manufacture of rubber and plastics products 102 3.41% 13
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Manufacture of other non-metallic mineral

728 24.32% 93
products
Manufacture of basic metals 11 0.37% 1
Manufacture of fabricated metal products 222 7.42% 28
Ma_nufacture of computer, electronic, and 7 0.23% 1
optical products
Manufacture of electrical equipment 16 0.53% 2
E/I:r;ufacture of machinery and equipment 18 0.60% 5
Manufacture of motor vehicles 1 0.03% 0
Manufacture of furniture 369 12.33% 47
Other manufacturing 34 1.14% 4
Rep_alr and installation of machinery and 19 0.63% 9
equipment
Elect_rl_uty, gas, steam, and air 7 0.23% 1
conditioning
Water supply, sewerage, waste 17 0.57% 5
management
Water collection, treatment, and supply 6 0.20% 1
Sewerage 1 0.03% 0
Waste collection, treatment, and disposal 9 0.30% 1
Remediation activities 1 0.03% 0
Total 2993 382

3.6  Study Instruments

A structural digital survey questionnaire was planned for conducting this study.
The questionnaire was first constructed in English with the help of proven scales from
prior research that were relevant to the study. An expert panel reviewed the instrument to
determine content validity. Following their suggestions, changes that were needed were
incorporated to strengthen clarity and relevance. The respondents of the chosen
organizations approached with an electronic questionnaire through WhatsApp or email.
The duration of data collection prolonged from the last day of May 2025 to the last day
of June 2025.

Since the most used language in Palestine is Arabic, the questionnaire was
subsequently translated into Arabic using the back-translation method to ensure semantic
comparability. The text was initially translated from English to Arabic by a bilingual
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expert, followed by a translation of the text from Arabic to English by another bilingual
expert.

The resulting questionnaire was sectioned, including demographic and other items
on a 5-point Likert scale to measure the underlying constructs. The careful translation and
development process ensured the instrument was linguistically and culturally equivalent

to the targeted industrial family business community of the West Bank of Palestine.

3.7  Data Collection

The instrument of data gathering for this quantitative cross-sectional study aimed
to capture a snapshot of the industrial family business in the West Bank of Palestine at a
specific moment in time. A close-ended questionnaire was the primary data gathering tool
that was distributed to a stratified random sample of industrial family businesses,
estimated employed workers, and industrial firms based on Governorate location in the
West Bank of Palestine.

An online survey shared through email and WhatsApp. The Arabic questionnaire
consisted mainly of closed-ended questions with Likert scales to quantify the constructs.
Demographic details were gathered to enable exclusive analyses of subgroups. Data
collection was restricted to eight weeks to maintain the cross-sectional design of the study,
so that all the responses would be reflective of the same time frame.

The data gathering was conducted in parallel in many geographical locations and
industrial sectors to account for potential confounding variables. The strategy enabled a
comprehensive, quantitative investigation of the industrial family businesses field,
encompassing variations at various organizational levels and business attributes without

compromising the integrity of the cross-sectional design.
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3.8

Study Variables and Measures

The research utilizes survey data gathered from Palestinian industrial family

businesses in different West Bank of Palestine. The questionnaire consists of three parts

that are aimed at gathering certain information about the participants:

3.8.1

3.8.2

3.83

Section One: provide clear instructions about the research and researcher, and how
the participants progress through the questionnaire.

Section Two: The second section of the systematic questionnaire presents
respondents' and companies' profiles to give socio-demographic information.
Respondents' profiles include:

Age of respondents,

Gender: Male or Female,

Educational level: nothing, high school, diploma degree, bachelor’s degree,
master’s or higher degree.

Service Provider Sector: Mining and quarrying, Manufacturing, Electricity, gas,
steam and air conditioning, and Water supply, sewerage.

Institution Location: Jenin, Tubas & Northern Valleys, Tulkarm, Nablus,
Qalqiliya, Salfit, Ramallah & Al-Bireh, Jericho & Al-Aghwar, Jerusalem,
Bethlehem, and Hebron.

Institution Operation: less than 2 years, from 3 to 6 years, from 7 to 10 years, and
more than 10 years.

Institution Size: Medium (from 20 to 49 employees) and Large (more than 50
employees).

Section Three: Seventy-seven indicators employed across nine dimensions to
assess the research variables, as illustrated in Table 3.9. In this portion, the

researcher constructed a complete questionnaire consisting of three unique
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components, each based on existing studies to guarantee content validity and
reliability. This comprehensive methodology facilitates a thorough analysis of the
interconnections among Family Dynamics, Corporate Governance, and Business
Performance in Palestinian industrial family businesses.

Family Dynamics: The initial segment utilizes twenty-seven indications for
assessing Family Dynamics, derived from several literature. The first dimension,
Family Control and Influence, consists of six items adapted from Lee and Rogoff
(1996) and Klein et al. (2005). The second dimension, the Identification of Family
Members with the Firm, includes six items derived from the works of O'Reilly
and Chatman (1986), Allen and Meyer (1990), Carlock and Ward (2001), and
Klein et al. (2005). The third dimension, Binding Social Ties, is measured using
five items based on studies by Miller and Le Breton-Miller (2005), Miller et al.
(2009), and Cruz et al. (2010). The fourth dimension, Emotional Attachment, also
includes six items and assesses affective commitment and emotional investment,
drawing from O'Reilly and Chatman (1986), Allen and Meyer (1990), and
Eddleston and Kellermanns (2007). Finally, the Renewal of Family Bonds
Through Dynastic Succession consists of four items derived from Lee and Rogoff
(1996) and Zellweger et al. (2012).

Corporate Governance: evaluated using thirty-eight indicators categorized into
three dimensions. The first, Board Structure and Function, includes 24 items; the
second dimension, Anti-Takeover Provisions, consists of six items measuring the
firm's protective mechanisms against external threats. The third dimension,
Compensation and Ownership, includes eight items that reflect family ownership
patterns, executive compensation strategies, and the use of financial incentives.

These metrics were employed and validated by Zagorchev and Gao (2015).

72



. Business Performance: evaluated using twelve metrics. These metrics were
employed and corroborated by Garg et al. (2004). The metrics evaluate both

financial and performance from a managerial perspective.

Table (3.9): Items for Measuring Constructs

Construct Dimensions Indicators  Previous studies
Lee and Rogoff (1996),
Family Control and Influence 6 Klein, Astrachan, and

Smyrnios (2005)

O’Reilly and Chatman
(1986), Allen and Meyer
(1990), Carlock and Ward
(2001), Klein et al. (2005)

Miller and Le Breton-Miller
(2005), Miller, Jangwoo,
Family Binding Social Ties 5 Sooduck, and Le Breton-
Dynamics Miller (2009), Cruz et al.
(2010)

Identification of Family
Members with the Firm

O’Reilly and Chatman
(1986), Allen and Meyer
6 (1990), Carlock and Ward
(2001), Eddleston and
Kellermans (2007)

Emotional Attachment of
Family Members

Lee and Rogoff (1996),
4 Zellweger, Kellermans,
Chrisman, and Chua (2011)

Renewal of Family Bonds
Through Dynastic Succession

Board 24
Aggarwal, R., Erel, I.,
Governance Anti-takeover provisions 6 Ferreira, M., & Matos, P.
- - (2011)
Compensation and ownership 8
Business Performance 12 Garg, A. K., Joubert, R. J.

0., & Pellissier, R. (2004)

3.9 Instrument Validity and Reliability

Reliability is a synonym for stability and consistency of measurement over time,
such that the instrument reliably measures the variables for which it is designed to
measure (Meyer, 2010). Reliability in this research assessed using Cronbach's alpha,

which is a standard statistical estimator of item or score internal consistency of a
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questionnaire. Cronbach's alpha estimates the proportion of positive covariance among
items of a single construct (Cronbach, 1951).

Cronbach's Alpha Coefficient: The dependability scale measurement usually
varies from 0 to 1. A Cronbach's alpha of at least 0.70 is sufficient to capture sufficient
internal consistency (Nunally & Bernstein, 1994). This suggests that the items for the
same construct for the family dynamics, corporate governance, and business performance
are assessing the same fundamental notion. An alpha coefficient below 0.70 indicates
insufficient correlation between the items of the scale, which necessitates potential
changes to the questionnaire items. A Cronbach's alpha of 0.90 and above indicates
excellent reliability, meaning that the items are highly interrelated and have high internal
consistency, which is advantageous for highly specified and focused constructs (Sharma,
2016).

Each of the main variables under investigation in the study (family dynamics,
corporate governance, and business performance) have its alpha coefficient computed to
establish the reliability of the scales. If the results show low reliability, there is an
appropriate probe into individual items, with the removal or rewriting of those that
perform badly. This will guarantee that the questionnaire produces reliable and good data
for future analysis.

Validity, as defined by Cook and Beckman (2006), is the extent to which a measure
assesses its intended construct correctly. The content validity of the questionnaire was
evaluated by the researcher through interviews with four experts. These were two
strategic management experts and two academic experts in research techniques, one of
whom was a statistician. The experts commented on the format, content, and clarity of
understanding of the questionnaire items. Their recommendations were thoroughly

incorporated to refine the instrument, accurately measuring the intended variables in
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various areas, including family dynamics, corporate governance, and business
performance in Palestinian industrial family businesses.

Convergent Validity and Discriminant Validity assess the construct validity of the
questionnaire. Convergent validity assessed with the Average Variance Extracted (AVE).
The Fornell-Larcker criterion and Heterotrait-Monotrait (HTMT) ratio is used to test

discriminant validity.

3.10 Ethical Consideration

Maintaining the ethical integrity of this research was of utmost importance. The
study followed the ethical standards established by the Arab American University
Palestine (AAUP) to ensure that all processes undertaken followed established research
practices. Ethical clearance shall be sought from the university ethics committee before
data collection to guarantee ethical compliance.

The questionnaire began with a detailed information sheet explaining the purpose
of the study, its aim and objectives, and its significance. The same shall be given to
everyone participating in assisting them in making an informed decision regarding
playing the role of a participant. The information page informed them that volunteering
was not mandatory, and participants still retained their right to withdraw from the study
at any moment without adverse consequence.

For ensuring the privacy and confidentiality of participants, no personal
information that could be identified, e.g., names or personal information, was gathered.
Participants were assured that their responses would be kept confidential and that access
to the data by third parties would not be provided. All the data gathered saved securely
on a password-protected computer, and it accessible only by the researcher and his

Supervisor.
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The study also followed the principle of non-maleficence, wherein no physical,
emotional, or professional damage was caused to the participants. The questionnaire was
meticulously drafted so as not to include any sensitive or intrusive questions that bring
about discomfort. The questions were only on the pertinent variables, i.e., family

dynamics, corporate governance, and business performance.

3.11 Data Analysis

Analysis of data for the study conducted in accordance with a list of quantitative
analyses to provide a comprehensive description of the interaction between family
dynamics, corporate governance, and business performance. Descriptive statistics,
reliability testing, correlation analysis, and structural equation modeling (SEM) used to

guarantee a rigorous test of hypothesized connections.

3.11.1 Descriptive Statistics

The first component in the analysis is to compute descriptive statistics, including
means, standard deviations, frequencies, and percentages for all major study variables and
demographic variables. The process provides a general overview of the participant's
profile, e.g., age, gender, and educational level. An institution profile overview includes
services like the service activity, institution size, and institution location. Furthermore, it
provides trends or tendencies in the data in terms of business performance, corporate
governance, and family dynamics, and provides helpful insight into the general spread of

replies.
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3.11.2 Measurement Model Evaluation
The measurement model evaluated to guarantee that the observed variables

accurately reflect the underlying constructs. This evaluation involved three main steps:

. Internal Consistency Reliability: Internal consistency was assessed using
Cronbach's alpha and Composite Reliability (CR). Levels of internal consistency,
Cronbach's alpha of 0.70 and higher, were considered good, while CR levels of
0.90 and higher were considered strong reliability. This helped to ensure that the
items within each construct (such as family dynamics, corporate governance, and
business performance) were all measuring consistently the same underlying
construct (Hair Jr et al., 2010).

o Convergent Validity: Convergent validity was established based on Average
Variance Extracted (AVE). A score of 0.50 and higher was considered to indicate
sufficient convergence so that items for a particular construct tapped a very high
level of variance between them. This confirmed that the indicators loaded on their
respective latent variables correctly (Hair Jr et al., 2014).

o Discriminant Validity: Discriminant validity assessed using the Fornell-Larcker
criterion and Heterotrait-Monotrait (HTMT) ratio. The Fornell-Larcker criterion
verified that the square root of each construct's AVE was greater than its
correlations with other constructs. HTMT values below 0.85 also further
established discriminant validity, which indicated constructs were similar to one
another (Fornell & Larcker, 1981). The last step in Discriminant Validity is to
measure the cross-loading, which represents how each question or measure loads

on various dimensions (Chin, 1998).
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3.11.3

Structural Model Evaluation

The structural model was tested to examine the hypothesized relationships and

establish the overall predictive capability of the model. This involved four important

phases:

Indicator Collinearity: Collinearity among indicators was examined with the
Variance Inflation Factor (VIF). A VIF value of less than 5 confirms that
multicollinearity is not an issue, thereby providing stability and reliability to the
structural path estimates (Fornell & Bookstein, 1982).

Effect Size (f?): The f-squared (f?) used to estimate the effect size of every
independent variable on the dependent variables. Small, medium, and large effect
sizes were assigned as 0.02, 0.15, and 0.35, respectively, which described the
relative magnitude of each predictor (Cohen, 1992).

Coefficient of Determination (R*): The R-squared (R?) value was computed to
assess the model's explanatory capacity. Cohen (2013) regarded R? values of 0.25,
0.50, and 0.75 as weak, medium, and large, respectively, and suggested a level to
which the independent variables accounted for variance in the dependent
variables.

Predictive Relevance (Q*): The predictive relevance was captured by using the
Stone-Geisser Q> test, which holds the model accountable for predicting
endogenous constructs. Having a value of Q* > 0 indicated that the model was
predictive relevant and demonstrated its usefulness in predicting outcomes for

open innovation strategies (Hair Jr et al., 2017).
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3.11.4 Hypothesis Testing

The importance of direct, indirect, and total effects within the structural model
based on standardized regression weights (beta coefficients) and p-values. A p-value of
less than 0.05 shows statistically significant correlations between variables. Mediating
effects of corporate governance solutions examined using the bootstrapping method to

validate their roles in connecting family dynamics to business performance (Hair Jr et al.,

2017).
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Chapter Four: Results

4.1 Introduction

The chapter discusses results from the statistical analysis that was conducted to
examine the influence of Family Dynamics (FD) on Business Performance (BP) within
Palestinian industrial family businesses and to delve into Corporate Governance (CG)
acting as a moderator in this relationship. This chapter is laid out as follows: it opens with
a section on the demographic profile of respondents, providing context for the sample
characteristics. It then proceeds with a detailed analysis of the measurement model,
covering the reliability, convergent validity, discriminant validity, and fit indices of the
model. The chapter then goes on to discuss the structural model results, with an emphasis

on the direct effects of FD on BP and the moderating effect of CG.

4.2 Characteristics of Respondents
This section presents the demographic and organizational characteristics of the

respondents who participated in the study. Understanding the profile of respondents is

essential for contextualizing the results and ensuring the representativeness of the sample.

A total of 382 valid responses were collected from participants working in Palestinian

industrial family businesses. The detailed distribution is shown in Appendix A.

. Gender Distribution: Out of the total sample, 302 respondents (79.1%) were
male, and 80 respondents (20.9%) were female. This gender distribution reflects
the male-dominated nature of the industrial workforce in Palestine.

. Age Groups: A majority of respondents were aged more than 40 years (55.8%),
followed by those aged 31 to 40 years (25.4%), 20 to 30 years (13.1%), and less
than 20 years (5.8%). These figures indicate a predominantly experienced

workforce with significant representation from older age groups.
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Educational Qualifications: The largest segment of respondents held a
bachelor’s degree (43.5%), followed by master’s or higher degrees (33.8%).
Respondents with high school (11.8%) and diploma degrees (10.2%) comprised
smaller portions of the sample, while 0.8% had no formal educational
qualifications.

Service Provider Sector: Participants were employed across a diverse range of
industrial sectors. The agricultural and food products industry was the most
represented sector with 36.6%, followed by the stone and marble industry
(17.5%), and the leather and footwear industries (11.8%). Other notable sectors
included engineering and metal industries (7.9%), pharmaceutical industries
(5.8%), and paper industries (3.9%). Several other niche sectors were each
represented by smaller proportions (ranging from 0.8% to 1.6%).

Institution Location: Firms were distributed across multiple governorates. The
highest representation came from Hebron (27.7%), Ramallah and Al-Bireh
(24.3%), and Nablus (17.3%). Other regions, such as Jenin, Tulkarm, Bethlehem,
and Jericho, had smaller shares, ensuring geographic diversity within the sample.
Years of Operation: Most of the participating institutions were long-established:
76.2% had been operating for more than 10 years. Others operated for 7 to 10
years (12.6%), 3 to 6 years (8.4%), and less than 2 years (2.9%), indicating that
the sample included both mature and relatively newer businesses.

Institution Size: The sample was almost evenly split between medium-sized
enterprises (51.3%), employing between 20 and 50 workers, and large enterprises

(48.7%), employing more than 50 workers.
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4.3 Descriptive Statistics

This section presents descriptive statistics for the basic study variables as
determined by the participants' response data. Essentially, all variables were
operationalized on a five-point Likert scale. Scores within 1.00-2.99 signify low
agreement; scores from 3.00-3.99 signify moderate agreement; and scores from 4.00 to

5.00 signify high agreement.

4.3.1 Family Dynamics (FD)

This section presents the descriptive statistics for the construct Family Dynamics

(FD) and its five dimensions: Family Control and Influence (FCI), Identification of

Family Members with the Firm (IFF), Binding Social Ties (BST), Emotional Attachment

of Family Members (EAF), and Renewal of Family Bonds Through Dynastic Succession

(RDS). The analysis includes the mean scores, standard deviations, and the percentages

of negative, neutral, and positive responses, as well as the interpreted level of agreement.
Combining all dimensions, as shown in table 4.1, the overall mean score for

Family Dynamics is 4.103, with a standard deviation of 0.805. The overall percentage of

positive responses is 89.4%, indicating that the surveyed family business members

perceive the family’s involvement and relationships as strong and influential. The overall
level of agreement is interpreted as high.

. Family Control and Influence (FCI): The mean scores for the six FCI items
range from 4.016 to 4.165, with an overall mean of 4.113 and standard deviation
0f 0.865. Positive responses are high (88.5% overall), indicating strong agreement
that family members have significant control and influence over the firm. The

level of agreement is interpreted as high.
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Identification of Family Members with the Firm (IFF): The IFF dimension
shows a consistent pattern of high agreement, with an overall mean of 4.129 and
standard deviation of 0.807. The percentage of positive responses is 89.0%,
reflecting strong identification of family members with the firm’s identity and
mission.

Binding Social Ties (BST): The BST dimension has the highest positive
perception among all FD sub-constructs, with an overall mean of 4.134, standard
deviation of 0.747, and 91.9% positive responses. This indicates that strong
interpersonal and social ties exist among family members in the business, with a
high level of agreement across all five items.

Emotional Attachment of Family Members (EAF): The EAF dimension shows
a slightly lower but still favorable evaluation, with an overall mean of 4.017 and
standard deviation of 0.832. While some items (e.g., EAF1 and EAF2) received
moderate ratings, the dimension is rated high, with 86.4% positive responses. This
indicates that emotional attachment exists but with more variability than in other
dimensions.

Renewal of Family Bonds Through Dynastic Succession (RDS): The RDS
dimension exhibits strong support, with an overall mean of 4.123 and a standard
deviation of 0.775. The percentage of positive responses stands at 91.1%,
suggesting that participants agree on the importance of intergenerational

succession as a tool for sustaining family involvement. The level of agreement is

high.
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Table (4.1): Family Dynamics Practices Dimensions and Indicators: Mean, Standard

Deviation, and Percentage

Yo of % of % of Level of
Construct Q.# Mean Std. Negative Neutral Positive Agreement
response response
FCIl 4.165  0.811 4.9% 2.3% 92.2% High
FCI2 4136  0.853 6.0% 2.9% 90.6% High
FCI3 4.157  0.867 6.0% 3.4% 90.1% High
FCI FCl4 4157  0.864 5.2% 4.7% 89.6% High
FCI5 4.050  0.922 9.1% 1.6% 88.8% High
FCI6 4.016  0.875 5.7% 13.8% 79.9% High
Overall 4.113  0.865 6.2% 4.8% 88.5% High
IFF1 4.094  0.795 5.2% 4.4% 89.8% High
IFF2 4102  0.877 5.5% 10.9% 83.1% High
IFF3 4.165  0.781 4.4% 3.9% 91.1% High
IFF IFF4 4134  0.777 5.2% 3.1% 91.1% High
IFF5 4160  0.792 4.4% 4.9% 90.1% High
IFF6 4.120  0.820 6.0% 4.7% 88.8% High
Overall 4.129  0.807 5.1% 5.3% 89.0% High
BST1 4110  0.709 4.2% 4.4% 90.9% High
BST2 4.086  0.767 4.7% 4.2% 90.6% High
BST BST3 4.165  0.733 3.6% 1.8% 94.0% High
BST4 4173  0.743 3.4% 2.3% 93.8% High
BSTS5 4136  0.785 3.9% 5.2% 90.4% High
Overall 4.134  0.747 4.0% 3.6% 91.9% High
EAF1 3935 0.859 8.1% 8.1% 83.3% Medium
EAF2 3.971 0.900 9.4% 4.2% 85.9% Medium
EAF3 3987 0.824 6.8% 5.5% 87.2% Medium
EAF EAF4 3.990 0.893 8.6% 7.3% 83.6% Medium
EAF5 4.097  0.766 3.6% 9.1% 86.7% High
EAF6 4126  0.749 3.4% 4.4% 91.7% High
Overall 4.017  0.832 6.6% 6.4% 86.4% High
RDS1 4.141 0.774 4.4% 2.6% 92.4% High
RDS2 4.144  0.769 3.9% 4.4% 91.1% High
RDS RDS3 4.097  0.796 5.5% 3.6% 90.4% High
RDS4 4110  0.762 4.7% 4.4% 90.4% High
Overall 4.123  0.775 4.6% 3.8% 91.1% High
FD 4.103  0.805 5.3% 4.8% 89.4% High
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4.3.2 Corporate Governance (CG)

This section presents the descriptive statistics of the Corporate Governance (CG)
construct and its three dimensions: Board (BRD), Anti-takeover Provisions (ATP), and
Compensation and Ownership (CAO). The analysis includes the mean scores, standard
deviations, percentages of negative, neutral, and positive responses, as well as the overall
level of agreement.

As shown in Table 4.2, the overall mean of Corporate Governance is 4.063, with
a standard deviation of 0.821, and 87.0% of responses were positive. These results
indicate a high level of agreement that corporate governance practices are well-structured
and positively perceived within Palestinian industrial family firms
. Board (BRD): The BRD dimension includes 24 items. The overall mean score is

4.054, with a standard deviation of 0.823, and 86.9% of respondents expressed

positive agreement. Most items scored in the “High” agreement range, such as

BRD2 (M =4.191, Positive = 91.7%) and BRD17 (M =4.123, Positive = 91.4%).

However, a few items, including BRD3, BRD10, BRD12, BRD20, and BRD21,

received only “Medium” levels of agreement. Despite these exceptions, the

overall perception of board effectiveness and governance structure remains high.
. Anti-takeover Provisions (ATP): This dimension consists of six items, with an
overall mean of 4.095 and a standard deviation of 0.800. Positive responses
reached 88.7%, reflecting strong agreement on the use of anti-takeover
mechanisms in the governance structure. While most items showed high
agreement (e.g., ATP4 with 91.7% positive responses), ATP2 had a slightly lower
score (M = 3.995, Positive = 84.1%) and was categorized as “Medium.” Overall,

the dimension reflects high agreement.
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Compensation and Ownership (CAQO): CAO also comprises eight items, with
an overall mean of 4.040 and a standard deviation of 0.841. A total of 85.4% of
participants responded positively. Most items, such as CAO3, CAO6, and CAQO7,
indicate high agreement. However, CAO8 showed slightly weaker results (M =
3.982, Positive = 82.8%) and was categorized as ‘“Medium.” In general,
participants expressed high satisfaction with the ownership structures and

compensation mechanisms in their organizations.

Table (4.2): Corporate Governance Dimensions and Indicators: Mean, Standard

Deviation, and Percentage

%o of % of %o of Level of
Construct Q.# Mean Std. Negative Neutral Positive Agreement
response response

BRD1 4.110  0.776 5.2% 3.9% 90.4% High
BRD2 4.191 0.734 3.6% 4.2% 91.7% High

BRD3 3987 0.940 8.3% 5.5% 85.7% Medium
BRD4 4.034  0.840 7.0% 6.8% 85.7% High
BRD5 4.115 0.808 5.5% 4.7% 89.3% High
BRD6 4.047  0.895 7.8% 7.0% 84.6% High
BRD7 4.037  0.835 4.4% 14.1% 81.0% High
BRDS 4.018  0.889 8.9% 7.0% 83.6% High
BRD9 4.050  0.804 5.7% 8.6% 85.2% High

BRDI10 3.976 0.824 4.9% 13.8% 80.7% Medium
BRDI11  4.102  0.821 6.3% 4.7% 88.5% High

BRD12 3984  0.878 9.4% 6.3% 83.9% Medium
BRD BRDI13 4.018  0.798 6.8% 5.7% 87.0% High
BRD14 4.084  0.806 5.5% 3.4% 90.6% High
BRD15 4.058  0.821 6.8% 2.6% 90.1% High
BRD16 4.016  0.893 8.6% 7.6% 83.3% High
BRD17 4.123 0.755 4.7% 3.4% 91.4% High
BRDI18 4.110  0.796 4.9% 6.3% 88.3% High
BRD19 4.039  0.827 6.5% 5.5% 87.5% High

BRD20 3966 0.861 7.6% 8.9% 83.1% Medium

BRD21 3997 0.795 6.8% 8.1% 84.6% Medium
BRD22 4.052  0.805 5.5% 5.5% 88.5% High
BRD23 4.105 0.770 4.2% 4.4% 90.9% High
BRD24  4.081 0.785 4.9% 4.9% 89.6% High
Overall 4.054  0.823 6.2% 6.4% 86.9% High
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ATP1 4.113  0.794 4.4% 52% 89.8% High

ATP2 3995 0.884 8.3% 7.0% 84.1% Medium
ATP3 4.107  0.817 5.7% 3.4% 90.4% High
ATP ATP4 4.126  0.746 4.4% 3.4% 91.7% High
ATPS5 4.126  0.790 4.7% 52% 89.6% High
ATP6 4.102  0.769 3.9% 9.1% 86.5% High
Overall 4.095  0.800 5.3% 5.6% 88.7% High
CAOl 4.065  0.927 8.1% 6.0% 85.4% High
CAO2 4.031 0.800 5.5% 7.6% 86.5% High
CAO3 4.042  0.766 4.7% 7.6% 87.2% High
CAO CAO4 4.013  0.865 7.8% 6.0% 85.7% High
CAO5 4.042  0.844 5.7% 9.9% 83.9% High
CAO6 4.094  0.798 4.9% 7.8% 86.7% High
CAO7 4.052  0.886 7.3% 6.8% 85.4% High
CAO8 3982  0.840 6.5% 10.2% 82.8% Medium
Overall 4.040 0.841 6.3% 7.7% 85.4% High
CG 4.063  0.821 5.9% 6.5% 87.0% High

4.3.3 Business Performance (BP)

The Business Performance construct consists of 12 items evaluating different
aspects of firm performance. The overall mean score was 4.105, with a standard deviation
0f 0.753, indicating generally high perceived performance levels among respondents. The
percentage of positive responses was 89.5%, confirming a strong consensus regarding
favorable business outcomes.

All items in this construct were rated with a “High” level of agreement, with
individual mean scores ranging from 4.034 (BP11) to 4.154 (BP3 and BP10). The highest
positive response was observed in BP1 (92.4%), followed closely by BP3 (92.2%) and
BP2 (91.7%). Even the lowest positive rating, BP11 at 84.9%, still falls within the high
perception threshold.

These results demonstrate that respondents perceive their family-owned industrial
businesses to be performing well in terms of profitability, growth, competitiveness, and

other operational outcomes.
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Table (4.3): Business Performance Dimensions and Indicators: Mean, Standard

Deviation, and Percentage

o O.f % of %. qf Level of
Construct Q.# Mean Std. Negative Neutral Positive Agreement
response response
BP1 4.084  0.709 3.9% 3.1% 92.4% High
BP2 4.128  0.708 3.4% 4.4% 91.7% High
BP3 4.154  0.702 3.4% 3.9% 92.2% High
BP4 4.123  0.741 3.4% 6.3% 89.8% High
BP5 4.068  0.784 4.4% 7.0% 88.0% High
BP6 4.071  0.779 4.4% 5.7% 89.3% High
BP BP7 4.110  0.738 3.9% 4.2% 91.4% High
BPS8 4.134  0.757 3.6% 6.3% 89.6% High
BP9 4.092  0.724 3.4% 7.0% 89.1% High
BP10 4.154  0.800 3.9% 7.3% 88.3% High
BP11 4.034  0.775 3.6% 10.9% 84.9% High
BP12 4.105  0.823 4.2% 8.6% 86.7% High
Overall 4.105  0.753 3.8% 6.2% 89.5% High

4.4  Evaluation of the Study Model

The studies used the Partial Least Squares Structural Equation Modeling (PLS-
SEM) approach to test the good fit of the conceptual framework, carrying out the
procedures using SPSS and SmartPLS. PLS-SEM is typically used in models comprising
numerous constructs and indicators. That is why the method fares well in research
conditions where a theory is not yet developed or refined. This method is also seen as
fitting to take care of data, which may not satisfy the assumption of normality, though
thus would have been an excellent analytical method for this research based on Hair Jr et
al. (2017) and Chin (1998).

Validation of the model followed standard two-step PLS-SEM approaches,
whereby the measurement model evaluation came first, followed by the structural model.

Before running the measurement and structural analyses, the dataset was closely
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examined for its normality to determine whether it was fit for the subsequent analytical
procedures. To inspect normality, since skewness and kurtosis values were considered,
the Kolmogorov-Smirnov (K-S) test and Shapiro-Wilk (S-W) test were also run. Although
significance values from K-S and S-W tests suggested deviations from perfect normality,
skewness and kurtosis statistics remained within acceptable ranges; thus, the PLS-SEM
technique was justified for this research.

The measurement model assessment aimed to assess reliability and validity of the
constructs. Starting with internal consistency reliability, checking Cronbach's Alpha and
Composite Reliability values was imperative to ascertain whether indicators always
measured the latent constructs for which they were intended. Moving onwards,
convergent validity was tested by investigating outer loadings and AVE, ensuring there
was adequate correlation among indicators with respect to their constructs. Lastly,
discriminant validity was measured through the Fornell-Larcker criterion, HTMT ratios,
and cross-loadings, all of which showed that every construct differed from others within
the model.

After determining the goodness of fit of the model of measurement, the structural
model was tested to assess the hypothesized relationships among latent constructs by
conducting four important analyses. First, the collinearity of predictive constructs was
tested by means of VIF, to ensure that it did not reach a problematic level. Second, R?
values were obtained to measure the extent to which internal causes could explain the
changes in dependent constructs. Thirdly, there was an analysis of predictive relevance
(Q?) based on blindfolding procedures to assess the strength of the model in predicting
correlative observations. Finally, effect sizes (f?) were computed to check the extent to

which each exogenous construct had an impact on endogenous variables.
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This two-stage PLS-SEM approach allowed for comprehensive evaluation of the
measurement properties and structural relationships within the model itself. The
combined application of SPSS and SmartPLS ensured the robustness of the initial
diagnostics and final model testing, so that the results would be both methodologically

viable and substantively meaningful.

4.4.1 Assessment of Data Normality

Normality was reassessed with skewness and kurtosis values, along with the
Kolmogorov-Smirnov (K-S) and the Shapiro-Wilk (S-W) tests. Skewness deals with the
asymmetry distribution of data, while kurtosis examines the tails of a given distribution
when compared with that of normal distribution. Kim (2013), suggests skewness values
within 2.0 and kurtosis values below 7.0 to be considered as having an acceptable level
of normality.

The results in Appendix (D), indicated that the skewness values for all items
ranged between -1.116 and -1.956, while kurtosis values ranged from 1.645 to 7.007.
According to Hair et al. (2010), skewness values between -2 and +2 and kurtosis values
between -7 and +7 are acceptable for SEM using maximum likelihood estimation.
Therefore, all items fall within acceptable thresholds, indicating no severe deviations
from normality based on skewness and kurtosis.

Both the K-S and S-W tests were applied to assess normality at the item level. For
all items, the significance values were p < 0.05, suggesting significant departures from
normality. However, these tests are known to be highly sensitive in large samples (n >
200), often flagging even minor deviations as statistically significant. Therefore, relying

solely on K-S or S-W can lead to overly conservative conclusions.
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Despite the significant values in the Kolmogorov-Smirnov and Shapiro-Wilk
tests, the acceptable ranges of skewness and kurtosis suggest that the data approximate a
normal distribution sufficiently for the use of parametric methods such as SEM. Thus, the

normality assumption is deemed satisfied for the purposes of further analysis.

4.4.2 Internal Consistency Reliability
The investigation then probes one of the essential questions, the question of

whether each construct was internally consistent between items. The constructed

measures were put to the reliability test by calculating Cronbach's alpha values and

Composite Reliability values as shown in Table 4.4. Here, it may be noted that a

Cronbach's a coefficient around 0.70 is considered acceptable, while values greater than

0.90 represent excellent reliability (Hair Jr et al., 2010). Both guidelines accept composite

reliability values higher than 0.70 for most studies, but values above 0.60 are utilized if

the study is exploratory, such as this one. The boundary values provide assurance for the
strength of the measurement model in capturing the study dimensions.

. First-Order Constructs: As shown in Table 4.4, the reliability results for the
first-order constructs indicate exceptionally strong internal consistency. Overall
Family Dynamics (FD) constructed a Cronbach’s Alpha of 0.976 and a CR of
0.977, reflecting very high internal coherence. Its subdimensions, Family Control
and Influence (FCI), Identification of Family Members with the Firm (IFF),
Binding Social Ties (BST), Emotional Attachment of Family Members (EAF),
and Renewal of Family Bonds Through Dynastic Succession (RDS) exhibited o
values ranging from 0.912 to 0.931, and CR values between 0.934 and 0.948. The
Corporate Governance (CG) construct also demonstrated excellent reliability (o =

0.984, CR = 0.985), with its dimensions Board (BRD), Anti-takeover Provisions
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(ATP), and Compensation and Ownership (CAO) scoring a values between 0.922
and 0.975, and CR values ranging from 0.939 to 0.976. Likewise, the Business
Performance (BP) construct showed excellent reliability, with a = 0.967 and CR
= 0.970. These results confirm that all first-order constructs are internally
consistent and reliable for further analysis.

Second-Order Constructs: At the second-order level, the reliability values also
exceeded recommended thresholds. The second-order construct for Family
Dynamics (FD) produced a Cronbach’s Alpha of 0.946 and CR of 0.959, while
Corporate Governance (CG) at the second-order level scored a = 0.967 and CR =
0.978. These values provide strong evidence that the hierarchical model structure
is statistically reliable and that the higher-order latent constructs meaningfully
represent their associated first-order dimensions.

Overall, the internal consistency across all constructs, first-order and second-

order, is confirmed to be excellent, supporting the robustness of the measurement model

and justifying its continued use in structural modeling.

Table (4.4) Construct Reliability Analysis

Construct a CR
— First Order

FD 0.976 0.977
FCI 0.929 0.945
IFF 0.930 0.945
BST 0.931 0.948
EAF 0.915 0.934
RDS 0.912 0.938
CG 0.984 0.985
BRD 0.975 0.976
ATP 0.922 0.939
CAO 0.948 0.957
BP 0.967 0.970
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— Second Order
FD 0.946 0.959
CG 0.967 0.978

4.5  Convergent Validity

This is being regarded as an important aspect of construct validity-the need to
have high correlations among measures of independents of similar constructs. Hair Jr et
al. (2014), defined this as "the extent to which a measure correlates positively with other
measures of the same construct." To sum up, two primary tests are applied in establishing
convergent validity in this study: outer loading and average variance extracted (AVE).
Such techniques ensured that observed variables were good indicators of their respective

constructs.

4.5.1 Outer Loading
Outer loading assesses the strength of the association of a construct with any

indicator given in Appendix B. Generally, Hair Jr et al. (2017), verify that loading values

above 0.60 are good enough to show convergent validity, meaning that the indicator is
really contributing to the meaning of a construct. Indeed, this analysis shows that most
indicators exceed this level, meaning that they are very well aligned with their constructs.

Appendix B contains the outer loadings for all first-order and second-order constructs of

this study.

° First-Order Constructs: As shown in the results, all first-order items across
constructs exhibited outer loading values above 0.70, confirming strong
convergence. Most loadings exceed 0.80, with several even surpassing 0.90,
especially within the BST and CAO constructs. For example, items like BST3

(0.905), BST4 (0.937), and CAO4 (0.904) reflect very strong item-construct
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relationships. Even the lowest loading (e.g., RDS2 =0.723, IFF2 = 0.740) remains
within acceptable bounds. Therefore, all first-order constructs (FD, CG, BP)
exhibit satisfactory convergent validity.

° Second-Order Constructs: For second-order constructs, the latent dimensions of
Family Dynamics (FD) and Corporate Governance (CG) also demonstrated
excellent convergent validity. The outer loadings for FD ranged from 0.877 to
0.925, with all five dimensions (FCI, IFF, BST, EAF, RDS) well above the
minimum threshold. Similarly, CG showed outer loadings ranging from 0.964 to
0.977 for its three dimensions (BRD, ATP, CAO), indicating a very strong
alignment of each dimension with the second-order latent construct.

The outer loading analysis supports strong convergent validity across both first-
order and second-order constructs. All indicators demonstrate high item reliability and
contribute meaningfully to their respective constructs, providing a solid foundation for

further analysis of the structural model.

4.5.2 Average Variance Extracted (AVE)

This method is used for analyzing and measuring convergent validity of the
constructs. How well does a construct explain the variance in its indicators? An AVE of
0.50 or above is generally accepted according to Fornell and Larcker (1981), which means
the construct must be able to explain at least 50% of the variance in its indicators.
However, constructs with AVEs less than 0.50 might display weaker convergent validity
and thus could require further refinement.

J First-Order Constructs: As presented in Table 4.5, all values surpassed the
minimum threshold, confirming a high degree of internal convergence among
their measurement items. The overarching construct of Family Dynamics (FD)

had an AVE of 0.617, with its five sub-dimensions showing even stronger validity:
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Family Control and Influence (FCI) = 0.740, Identification of Family Members
with the Firm (IFF) = 0.743, Binding Social Ties (BST) = 0.785, Emotional
Attachment of Family Members (EAF) = 0.703, and Renewal of Family Bonds
Through Dynastic Succession (RDS) = 0.792. Similarly, Corporate Governance
(CG) achieved an AVE of 0.636, and its sub-dimensions also reflected strong
convergence: Board (BRD) = 0.633, Anti-takeover Provisions (ATP)=0.721, and
Compensation and Ownership (CAO) = 0.735. The Business Performance (BP)
construct recorded a high AVE of 0.733, further reinforcing the strength of its
measurement items.

Second-Order Constructs: At the second-order construct level, convergent
validity was exceptionally strong. The AVE for the second-order Family
Dynamics (FD) construct was 0.823, while the second-order Corporate
Governance (CG) construct reported an AVE of 0.938. These results indicate that
the higher-order latent constructs are very well represented by their respective
first-order dimensions, providing solid evidence of their internal validity.

In summary, all constructs at both the first-order and second-order levels exceed

the accepted AVE threshold, confirming that the measurement model demonstrates robust

convergent validity across all levels.

Table (4.5) Average Variance Extracted (AVE) Analysis

Construct AVE
— First Order

FD 0.617
FCI 0.740
IFF 0.743
BST 0.785
EAF 0.703
RDS 0.792
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CG 0.636

BRD 0.633
ATP 0.721
CAO 0.735
BP 0.733
— Second Order

FD 0.823
CG 0.938

4.5.3 Discriminant Validity

Discriminant validity refers to the extent of distinction that a construct holds from
all other constructs in a model. Three approaches are usually considered for discriminant
validity testing, namely the Fornell-Larcker criterion, the HTMT, and cross-loading
analysis. For the Fornell-Larcker criterion, one intends to compare the square root of the
AVE for each construct against the correlations these constructs hold with other
constructs. If the square root of the AVE for a given construct is higher than the correlation
of said construct with any other construct, then that construct has alleged discriminant

validity (Fornell & Larcker, 1981).

. Fornell-Larcker criterion

The Fornell-Larcker criterion requires that the square root of the AVE for each
construct (diagonal values in Table 4.5) be greater than its correlations with other
constructs (off-diagonal values). As shown in Table 4.6, all diagonal values are larger than
the corresponding inter-construct correlations. For example, the square root of the AVE
for BST (0.886) exceeds its correlations with BRD (0.844), CG (0.840), and others. This
pattern holds true across all constructs, indicating that each first-order construct shares
more variance with its own indicators than with other constructs thus confirming

discriminant validity using this criterion.
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At the second-order level, the Fornell-Larcker criterion (Table 4.8) also confirmed
discriminant validity. The square roots of AVEs for FD (0.907) and CG (0.968) are greater
than their inter-construct correlations with BP and with each other. For example, the
correlation between CG and BP is 0.928, which is lower than CG’s AVE square root

(0.968).

° Heterotrait-Monotrait (HTMT) Ratio

To further validate this, the HTMT values (Table 4.7) were examined. HTMT
values should be below 0.90 (or 0.85 for more conservative thresholds). In the results,
most HTMT values fell below 0.90. However, a few values such as CG<BRD = 1.013
slightly exceeded this conservative limit, suggesting a potential overlap between those
constructs that may require further theoretical justification or model refinement. Despite
this, the overall HTMT results largely support the presence of discriminant validity
among first-order constructs.

Regarding the HTMT ratio for second-order constructs (Table 4.9), all values
remained well below the 0.90 threshold: BP-CG = 0.943, BP-FD = 0.886, CG-FD =
0.904. These findings confirm acceptable discriminant validity, although the value
between BP and CG is close to the upper boundary, suggesting a strong association that
should be interpreted with theoretical care.

The results from both the Fornell-Larcker and HTMT analyses provide overall
support for discriminant validity at both the first-order and second-order levels. While a
few borderline values were observed, especially in HTMT, they do not compromise the
overall integrity of the measurement model. Therefore, the constructs in this study are

empirically distinct and theoretically valid.
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Table (4.6) Fornell-Larcker criterion (1st Order)

ATP BP BRD BST CAO CG EAF FCI FD IFF RDS

ATP  0.849

BP 0.900 0.856

BRD 0915 0.923 0.796

BST 0.802 0.847 0.844 0.886

CAO 03884 0.870 0.921 0.761 0.857

CG 0.946 0.931 0.992 0.840 0.955 0.798

EAF 03833 0.797 0.848 0.801 0.785 0.853 0.838

FCI 0.768 0.782 0.769 0.805 0.685 0.770 0.812 0.860

FD 0.858 0.860 0.870 0.923 0.779 0.870 0.908 0.924  0.786
IFF 0.724 0.713 0.723 0.809 0.631 0.722 0.773 0.803 0915 0.862
RDS 0.773 0.774 0.769 0.776 0.676 0.769 0.716 0.749 0.864 0.748 0.890

Table (4.7) Heterotrait-Monotrait ratio (1st Order)

ATP BP BRD BST CAO CG EAF FCI FD IFF RDS

ATP

BP 0.953

BRD 0.965 0.951

BST 0.866 0.893 0.886
CAO 0944 0908 0.957
CG 0.991 0953 1.013
EAF 0902 0.842 0.895
FCI  0.827 0.824 0.809
FD 0.904 0.885 0.893 0.965 0.810 0.887 0.956 0.970

IFF 0.781 0.753 0.761 0.870 0.671 0.753 0.828 0.865 0.961
RDS 0.845 0.826 0819 0.842 0.730 0.813 0.772 0.811 0913 0.811

Table (4.8) Fornell-Larcker criterion (2nd Order)

BP CG FD
BP 1.000
CG 0.928 0.968
FD 0.863 0.865 0.907

Table (4.9) Heterotrait-Monotrait ratio (2nd Order)

BP CG FD
BP
CG 0.943
FD 0.886 0.904
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. Cross-Loading Analysis

According to Chin (1998), it is important to analyze cross loading to see if
indicators show higher correlations with other constructs than with the intended ones.
Ideally, the indicator must have higher loading on its construct than on any other construct
to establish strong alignment and to support discriminant validity.

As shown in the results (Appendix E), all items loaded highest on their
corresponding constructs compared to other constructs. For example, item FCI1 loaded
0.859 on the FCI construct, while its loadings on other constructs such as IFF, BST, and
CAO were lower (0.681, 0.807, and 0.596, respectively). Similarly, IFF3 had a strong
loading of 0.903 on the IFF construct, while its cross-loadings on BST, EAF, and BP were
all significantly lower. The same pattern holds true for all other constructs such as BST,
EAF, RDS, BRD, ATP, CAO, and BP, where each item's highest loading is on its
theoretically associated construct.

Notably, items from second-order constructs also exhibited appropriate behavior.
For instance, item BRD4 loaded 0.807 on its parent construct BRD but less strongly on
all other constructs. This pattern was consistent across all dimensions of Corporate
Governance (CG) and Family Dynamics (FD), including sub-dimensions like ATP, CAO,
FCI, and RDS.

These results reinforce the earlier findings from the Fornell-Larcker and HTMT
analyses, providing additional evidence of adequate discriminant validity within the
model. The clear distinction in loadings across constructs indicates that the measurement

items effectively capture their intended latent variables without significant overlap.
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4.6  Structural Model Assessment
Once the measurement model was approved, the structural model was examined
to validate the hypothetical relationships among constructs. The researcher conducted
four main tests: multicollinearity test, coefficient of determination (R?), predictive
relevance (Q?), and effect size (f?). These tests helped to understand better the reliability

and predictive power of the structural model.

4.6.1 Indicator Multicollinearity

In case of multicollinearity between variables, path coefficients in a structural
model would be misestimated. Correspondingly, collinearity among indicators is assessed
using the Variance Inflation Factor (VIF), accepted to be below 5 for fair collinearity
conditions (Fornell & Bookstein, 1982). For strict analysis, though, values below 3 are
considered better. The variations for each indicator of all constructs are summarized in
Appendix C.

The results presented in Appendix C show that most items across constructs fall
within the acceptable VIF threshold, supporting the absence of critical multicollinearity
problems in the measurement model. For example, VIF values for FCI indicators ranged
from 2.198 to 4.263, and for IFF from 2.635 to 3.898, all comfortably below the critical
threshold. Similarly, the BST, EAF, RDS, ATP, and CAO constructs generally exhibit VIF
values between 1.953 and 4.561, confirming acceptable collinearity levels.

However, a few items display VIF values exceeding 5.0, notably within BP and
BRD dimensions. For instance, BP2 (9.568), BP3 (8.199), and BP4 (5.740) show elevated
VIF levels, indicating a high degree of collinearity. Similarly, BRD3 (6.489), BRD6

(5.679), BRD14 (5.777), BRD20 (6.131), and BRD22 (5.696) exceed the threshold.

100



Although not automatically disqualifying, these elevated values warrant cautious
interpretation, as they may affect the precision and stability of regression coefficients.

In conclusion, while the overall model does not suffer from widespread
multicollinearity, attention should be given to specific items with high VIFs. Researchers
may consider evaluating these items for redundancy or overlapping content and

potentially re-specifying the measurement model, if necessary, in future refinements.

4.6.2 Coefficient of Determination (R?)

The coefficient of determination (R?) describes the quantity of variation of the
endogenous construct explained by the exogenous constructs and hence can be described
as the predictive accuracy of the model. R? takes values between zero and one, with values
tilting heavily toward one denoting higher explanatory power. Cohen (2013), proposed
that R? values 0of 0.02, 0.15, and 0.35 should be interpreted as weak, moderate, and strong,
respectively.

As shown in Table (4.10), the R? values for all constructs in the model are well
above the threshold for a strong effect, confirming high predictive accuracy throughout
the model. Notably, constructs such as BRD (R* =0.984), CAO (R*=0.912), ATP (R* =
0.895), and BP (R? = 0.878) exhibit very high levels of explained variance. Similarly,
first-order dimensions under Family Dynamics; FCI (0.854), IFF (0.837), BST (0.852),
EAF (0.825), and RDS (0.746) all display robust R? values, confirming the model’s
structural validity.

The adjusted R? values closely mirror the unadjusted R? values across all
constructs, which supports the model’s stability and suggests minimal inflation due to
model complexity. The R? values for CG (0.757) and its subdimensions also confirm a

high degree of explained variance.
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In summary, the model demonstrates strong explanatory power for all dependent
variables, reinforcing the robustness of the hypothesized relationships among Corporate

Governance, Family Dynamics, and Business Performance.

Table (4.10) Results of R2

Construct R-square R-square adjusted Degree
IFF 0.837 0.836 High
FCI 0.854 0.854 High
BST 0.852 0.852 High
EAF 0.825 0.825 High
RDS 0.746 0.745 High
BRD 0.984 0.983 High
ATP 0.895 0.895 High
CAO 0.912 0.912 High
CG 0.757 0.756 High
BP 0.878 0.877 High

4.6.3 Predictive Relevance (Q?)

Predictive relevance (Q*) can be determined about predictive accuracy of
endogenous constructs under PLS by performing blindfolding operations. For a Q2 value
greater than zero, the model is then said to have predictive relevance for the respective
endogenous construct (Stone, 1974). The higher the Q? value, the higher the predictive
ability of the model.

As illustrated in Table (4.11), all constructs yielded Q? values substantially above
zero, thereby affirming positive predictive relevance across the structural model. The
constructs BST (Q* = 0.854), FCI (0.855), IFF (0.839), and EAF (0.827) reported
particularly high predictive relevance, indicating robust predictive capability in the
context of Family Dynamics. Similarly, BP (0.743), ATP (0.739), BRD (0.760), CG
(0.760), and RDS (0.749) demonstrated strong Q? values, further validating the model’s

predictive performance.
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Moreover, the Root Mean Square Error (RMSE) and Mean Absolute Error (MAE)
were also evaluated to quantify prediction accuracy. Lower values of RMSE and MAE,
particularly for BST (RMSE = 0.391, MAE = 0.245) and FCI (RMSE = 0.388, MAE =
0.250) corroborate the consistency and reliability of the model’s predictions.

In sum, the high Q? values alongside acceptable RMSE and MAE scores establish
that the model maintains excellent predictive relevance, thereby strengthening the overall

quality of the structural model.

Table (4.11) Results of Q2

Construct Q? predict RMSE MAE
ATP 0.739 0.522 0.342
BP 0.743 0.518 0.334
BRD 0.760 0.499 0.311
BST 0.854 0.391 0.245
CAO 0.609 0.636 0.383
CG 0.760 0.500 0.311
EAF 0.827 0.423 0.287
FCI 0.855 0.388 0.250
IFF 0.839 0.409 0.275
RDS 0.749 0.511 0.265

4.6.4 Effect Size (f?) tests

The effect size (f?) was calculated to determine the individual contribution of each
exogenous construct to its respective endogenous construct by observing the change in
the R? value when the construct is removed from the model (Chin, 1998). Following
Cohen’s (1992) criteria, effect sizes: small (0.02), medium (0.15), and large (0.35). An
increase in f? value corresponds to more power given by an exogenous construct in
explaining the variation of an endogenous construct

The results in Table (4.12) clearly show that all reported relationships have

exceptionally large effect sizes, far surpassing the threshold for strong influence. Within
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the Family Dynamics (FD) domain, its impact on its sub-dimensions is notably high: IFF
(f* = 5.119), FCI (5.863), BST (5.777), EAF (4.719), and RDS (2.936). These values
reflect the dominant explanatory strength of the FD construct across its components,
confirming its pivotal role.

Regarding Corporate Governance (CG), the effect size on BRD (59.638) is
extraordinarily large, indicating that BRD is almost entirely dependent on CG. Similarly,
ATP (f* = 8.532) and CAO (f> = 10.363) reflect robust dependency on CG. Furthermore,
CG also demonstrates a solid direct effect on BP (f* = 1.114), confirming its strategic
importance in influencing business performance.

Additionally, FD — CG shows a strong effect (f> = 3.113), suggesting that Family
Dynamics significantly contribute to Corporate Governance practices. The weakest path
in the model is FD — BP with 2 = 0.058, which still exceeds the minimum threshold,
representing a small yet relevant effect.

Overall, the results indicate that the exogenous constructs (especially FD and CG)
exert high explanatory power on their respective outcomes, reinforcing the robustness and

strength of the structural model.

Table (4.12) Results of f?

Construct F2 Degree
FD — IFF 5.119 High
FD — FCI 5.863 High
FD — BST 5.777 High
FD — EAF 4.719 High
FD — RDS 2.936 High
CG — BRD 59.638 High
CG — ATP 8.532 High
CG — CAO 10.363 High
FD — CG 3.113 High
FD — BP 0.058 Medium
CG — BP 1.114 High
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4.7 Research Hypotheses Testing

The final phase of structural model evaluation entails analyzing the hypothesized

relationships through the path coefficient test. By the recommendations of Hair Jr et al.

(2017), bootstrapping techniques utilizing 5,000 subsamples were applied to assess the

proposed hypotheses.

The results of the study hypotheses are illustrated in Figure 4.1. In the path

analysis, the values displayed within the inner model represent the outcomes of the

hypothesized relationships.

0.992 (0.000)

0.924 (0.000)

0.837
0.870 (0.000)
IFF

0.915 (0.000)

0.852
0.923 (0.000) 0.198 (0.003)
BST
0.908 (0.000)

FD

0.864 (0.000)

0.825
EAF
0.746
RDS

0.946 (0.000) 0.955 (0.000)

0.725 (0.000)

0.015 (0.046)

Figure (4.1) Results of Path Analysis

*Values in the inner model represent the (p-value); the outer model represents -value.
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4.7.1 Results of the Hypothesis
4.7.1.1 Family Dynamics (FD) and Family Businesses (BP)

The first hypothesis (H1) proposed that family dynamics (FD) have a significant
positive effect on the performance of family businesses (BP) within the Palestinian
industrial sector. As shown in Table (4.13), this hypothesis is supported with a
standardized path coefficient (B) of 0.198, a t-value of 2.802, and a p-value of 0.003,
which is below the 0.05 significance level. This indicates a statistically significant and
positive relationship between FD and BP.

Furthermore, the analysis examined the sub-dimensions of family dynamics to
assess their individual contributions to business performance. All five sub-hypotheses
(Hla—Hle) were strongly supported, each showing high B coefficients and extremely
significant t-values and p-values:

. Hla (FCI — BP): $ =0.202, t =26.953, p < 0.000
o Hl1b (IFF — BP): B =0.189, t =23.912, p < 0.000
o Hlc (BST — BP): B =0.186, t =25.890, p < 0.000
o H1d (EAF — BP): B=0.196, t =28.326, p < 0.000
J Hle (RDS — BP): B =0.140,t=21.007, p < 0.000

These findings underscore the critical role those various aspects of family
dynamics, such as family cohesion, involvement, shared trust, emotional attachment, and
role definition, play in shaping and enhancing the performance outcomes of family-
owned enterprises. The consistency across all sub-dimensions reinforces the theoretical
robustness of the family dynamics construct and confirms its strategic relevance in the

context of the Palestinian industrial sector.
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Table (4.13) Results of the First Hypothesis

Hypothesis Direction coe fg cient Std. Valiue V. £ue Result

H1 FD — BP 0.198 0.071 2.802 0.003  Supported
Hla FCI — BP 0.202 0.007 26.953 0.000  Supported
H1b IFF — BP 0.189 0.008 23912 0.000  Supported
Hlce BST — BP 0.186 0.007 25.890 0.000  Supported
H1d EAF — BP 0.196 0.007 28.326 0.000  Supported
Hle RDS — BP 0.140 0.007 21.007 0.000  Supported

4.7.1.2 Family Dynamics (FD) and Corporate Governance (CG)

Hypothesis 2 (H2) proposed that family dynamics (FD) have a significant positive
effect on the implementation and quality of corporate governance (CG) practices in
Palestinian industrial family businesses. The findings presented in Table (4.14) strongly
support this hypothesis. The standardized path coefficient (J) is 0.870, with a t-value of
33.248 and a p-value of 0.000, indicating a highly significant relationship between FD
and CG. This outcome confirms that family dynamics play a crucial role in shaping and
improving corporate governance practices in family-owned firms.

In addition, all sub-hypotheses (H2a—H2e) examining the individual influence of
each dimension of family dynamics on corporate governance were also strongly
supported. Each component showed statistically significant effects with very high t-
values and f coefficients:

J H2a (FCI — CG): f=0.212, t =31.246, p < 0.000
J H2b (IFF — CG): B=10.198, t=25.199, p < 0.000
J H2c¢ (BST — CG): f=0.196, t =29.609, p < 0.000
o H2d (EAF — CG): B=0.206, t=32.324, p < 0.000
o H2e (RDS — CG): B=0.147,t=22.708, p < 0.000

These results highlight that the integrity of family cohesion, intergenerational

involvement, behavioral standards, emotional alignment, and role clarity contribute
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substantially to the design and execution of sound corporate governance mechanisms.
This relationship is particularly important in the Palestinian industrial context, where
family influence is often deeply embedded in business operations, making family

dynamics a key enabler of governance effectiveness.

Table (4.14) Results of the Second Hypothesis

Hypothesis Direction coe fg cient Std. Valiue V. £ue Result

H2 FD — CG 0.870 0.026 33.248 0.000  Supported
H2a FCI — CG 0.212 0.007 31.246 0.000  Supported
H2b IFF — CG 0.198 0.008 25.199 0.000  Supported
H2c BST — CG 0.196 0.007 29.609 0.000  Supported
H2d EAF — CG 0.206 0.006 32.324 0.000  Supported
H2e RDS — CG 0.147 0.006 22.708 0.000  Supported

4.7.1.3 Corporate Governance (CG) and Family Businesses (BP)

Hypothesis 3 (H3) posited that corporate governance (CG) has a significant
positive effect on the performance of family businesses (BP) in the Palestinian industrial
sector. The empirical results support this hypothesis. As shown in the results table 4.15,
the path coefficient (B) is 0.725, with a standard error of 0.063, a t-value of 11.420, and a
p-value of 0.000, which is statistically significant at the 0.05 level.

This strong and significant relationship underscores the critical role that well-
established corporate governance practices play in enhancing business performance in
family-owned industrial firms. The findings imply that mechanisms such as board
oversight, transparency, accountability, and strategic alignment are positively associated
with improved operational and financial outcomes. Given the complexity and duality of
family and business interests in such firms, robust governance structures likely help to

balance internal dynamics and promote sustainable business success.
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Table (4.15) Results of the Third Hypothesis

. Lo B t p
Hypothesis Direction coefficient Std. Value Value Result
H3 CG —BP 0.725 0.063 11.420 0.000  Supported

4.7.1.4 Family Dynamics, Corporate Governance and Family Businesses

Hypothesis 4 (H4) proposed that corporate governance (CG) moderates the
relationship between family dynamics (FD) and business performance (BP), such that the
relationship becomes stronger when effective governance mechanisms are in place. The
moderation analysis provides compelling evidence in support of this hypothesis and all
its sub-dimensions.

The interaction term FD x CG — BP has a path coefficient (B) of 0.015, with a t-
value of 1.686 and a p-value of 0.046, which is significant at the 0.05 level. This supports
the overarching H4 hypothesis and confirms that CG acts as a positive moderator.

Furthermore, each of the five sub-dimensions of FD was also tested for
moderation effects by CG:

o FCI x CG — BP:  =0.153,t=9.672, p=0.000
o IFF x CG — BP: f =0.143, t =9.865, p = 0.000
J BST x CG — BP: =0.141,t=9.912, p = 0.000
o EAF x CG — BP: B =0.149,t=9.937, p = 0.000
J RDS x CG — BP: f=0.106, t=9.570, p = 0.000

All moderation effects were statistically significant (p < 0.001) with substantial
path coefficients, implying that corporate governance strengthens the positive impact of
each family dynamic factor on business performance.

These findings collectively suggest that when governance practices are effectively

implemented, they amplify the positive influence of internal family-related factors on
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firm outcomes, contributing to greater alignment, transparency, and strategic execution

within Palestinian industrial family businesses.

Table (4.16) Results of the Fourth Hypothesis

. oo B t p

Hypothesis Direction coefficient Std. Value Value Result

H4 FDx CG — BP 0.015 0.009 1.686 0.046  Supported
H4a FCIx CG — BP 0.153 0.016 9.672 0.000  Supported
H4b IFF x CG — BP 0.143 0.015 9.865 0.000  Supported
Hd4c BSTx CG — BP 0.141 0.014 9.912 0.000  Supported
H4d EAF x CG — BP 0.149 0.015 9.937 0.000  Supported
H4e RDS x CG — BP 0.106 0.011 9.570 0.000  Supported

4.8 Summary of Findings

The study offers an integrated understanding of how Family Dynamics (FD) affect
or influence the Business Performance (BP) of family firms operating in the Palestinian
industrial sector, either directly or through Corporate Governance (CG). The results
suggest that FD positively and significantly influences BP and, in support thereof, all its
subdimensions-Family Cohesion and Involvement (FCI), Intergenerational Financial
Factors (IFF), Business Strategic Thinking (BST), Emotional Attachment of Family
(EAF), and Role of Decision Structure (RDS). Each dimension significantly influenced
business results, which means that stronger family bonding, financial alignments,
strategic focus, emotional commitment, and decision-making structures contribute to
better business performance.

While it is a direct effect, it has also been found that FD strongly affects CG, thus
confirmation of the fact that family-based relational capital has a deep foundation in
forming sound governance structures. All FD dimensions positively influence CG, and
hence it supports the need for internal family alignment for transparent, accountable, and

participatory governance mechanisms.
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Moreover, CG also has a significant direct effect on BP, highlighting its
importance as a crucial enabler of business success. The moderation analysis evidenced
that CG also fostered the relationship between FD and BP, mostly on all FD sub-
dimensions, implying that, when CG is effectively practiced, the benefits of FD on
performance are bolstered. This scenario builds upon the paradigm that CG works as a
strategic contingency factor, rather than just a parallel construct.

All in all, the results solidly support the framework conceptualized in this study,
which considers Family Dynamics as a primary driver, Corporate Governance as
enhancing and shaping these influences, and Business Performance as the ultimate
outcome. Family cohesion interacting with formal governance structures becomes
inextricably tied to achieving long-term business success in Palestinian family-owned

industrial firms.

111



Chapter Five: Discussion of Findings

5.1 Introduction

This chapter contains a vast array of study findings, research objectives, and
hypotheses. It goes on in a thorough manner in presenting an interpretation of the
empirical results supported by statistical data collected through structural equation
modeling (SEM). Such interpretations are discussed with the extant literature and
theoretical constructs. The chapter hence attempts to provide an exhaustive understanding
of how Family Dynamics (FD), Corporate Governance (CG), and Business Performance
(BP) relate to one another in Palestinian family industrial enterprises. Thus, it deals with
the direct impact of FD on BP and the moderating effect of CG on the relationship

between FD and BP.

5.2 Descriptive Analysis Discussion

The overall mean score for Family Dynamics (FD) was 4.103 with a standard
deviation of 0.805, implying a high agreement among the respondents. A slight 89.4% of
respondents marked "positive" responses, which implies a great appreciation of solid
family interaction and cohesion in the running of businesses. Such a strong place of family
engagement can be directly linked to the essentially collectivistic nature of Palestinian
society, where family allegiance and mutual dependence are culturally inculcated (Sinha,
2023).

Hence, dissecting the FD construct, all five of its dimensions showed similarly
high levels of agreement. The highest distinction of the five was Binding Social Ties
(BST), with a mean of 4.134 and 91.9% positive responses. The result highlights the
importance of interpersonal relations and kinship networks within Palestinian family

businesses. As further elaborated by Weimann et al. (2021), such mechanisms serve as
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informal governance structures that enable trust, cooperation, and mutual support,
something that gains significance in a fragile institutional setting such as that of Palestine
(Khoury et al., 2024).

The Family Control and Influence (FCI), which has a mean is 4.13, denotes the
existence of heavy family authority in decision-making. It is consistent with the
patriarchal and hierarchical framework under which family businesses are conducted in
the Middle East (Zellweger et al., 2012). This concentration of authority would help quick
decision-making and ensure value compatibility; however, this is detrimental to
dissenting views and innovations, especially from younger or female members (Sultan et
al., 2024). The Identification of Family Members with the Firm (IFF) recorded a mean of
4.129, suggesting strongly that family members closely associate their identity with the
success of the family business. Such psychological ownership may bring about stronger
commitment and long-term orientation (O'Reilly & Chatman, 1986), both of which are
crucial in volatile environments, such as Palestine, where external support is almost
absent (Abuznaid, 2014).

Emotional Attachment of Family Members (EAF) presented a slightly lower score
(mean = 4.017) but remained within the high agreement range. Although affective ties
can be sources of resilience and motivation (Abdelaziz, 2021), excessive emotionalism
can hinder objective evaluation and reform (Eddleston & Kellermanns, 2007). The
variability in this dimension suggests that while emotional bonds exist, there is some
recognition among firms of the need to balance emotion with rational business decisions.

Renewal of Family Bonds through Dynastic Succession (RDS) also scored highly
(mean = 4.123), reaffirming the value placed on intergenerational continuity. As family
businesses in Palestine are frequently passed down through generations, the importance

of structured and culturally aligned succession planning is particularly relevant
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(Chalhoub, 2025). The strong support for dynastic succession aligns with findings by
Ferrari (2023), who emphasizes that succession, when handled strategically, can ensure
continuity and growth. However, in Palestine, many transitions still occur informally,
which can provoke internal conflict and inefficiencies (Khoury et al., 2024).

These descriptive results cement the notion that family relations are key to
functioning in Palestinian industrial family firms. They also suggest a cultural preference
divided between maintaining family unity, legacy, and emotional bonds, in coherence
with the Socioemotional Wealth (SEW) framework (Goémez-Mejia et al., 2007).
Nonetheless, depending on the phase of the firm, such a situation must be kept in check
by proper governance mechanisms.

Likewise, the analysis of the CG produced a very strong agreement, with an
aggregate average of 4.063 and 87.0% positive feedback. It may signify a slight lean
towards favorable views of governance practices among respondents, though this must
be taken in the context of largely informal and relationship-based business operations in
Palestine (Samara, 2021).

Anti-Takeover Provisions (ATP) is the CG sub-dimension with the highest ranked
index (mean = 4.095), followed closely behind by the Board (BRD) dimension (mean =
4.054). These findings suggest that while formal external safeguards, such as takeover
resistance, are indeed acknowledged, internal governance through board effectiveness is
also highly appreciated. This consideration is particularly important in the context of
Palestine, where regulatory protections are weak, and family firms often stand as their
self-regulated entities (Baughman et al., 2021).

Compensation and Ownership (CAQO), with an index mean of 4.040, shows faith
in reward systems that are equitable and transparent. Relying on earlier studies presenting

favoritism and nepotism as challenges in family firms (Wu et al., 2024), this high rating
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may indeed indicate a move toward the promotion of governance structures that are more
professional and govern fairly. However, the medium scores of agreements on some items
in BRD and CAO cast some doubt on the uniform application and acceptance of all
governance practices.

Thereon rest the twofold nature of governance in Palestinian firms: as a tool of
accountability and a mediator in family matters. Governance mechanisms, therefore, must
be constructed by taking into account not only Western approaches but also local nuances,
given the cultural sensitivities and socio-political instability in the region (Rustam &
Narsa, 2021). The same can be said regarding hybrid governance models that have since
been on the rise in Palestinian firms, with family symbolism being on the surface and in
the background being real advisory boards or professional managers (Jaradat, 2024).

Business Performance recorded an overall weighted average (mean) higher than
the other two constructs (mean = 4.105), with 89.5% of the respondents giving positive
feedback. This meant that the respondents felt that their businesses were doing well
despite the adverse external environment they found themselves. Overwhelmingly high
scores were recorded for all twelve BP items: perceptions of profitability, market position,
growth, and operational efficiency.

This is indeed a prime discovery, given the political instability, limited mobility,
and inadequate infrastructure prevailing on the Palestinian landscape, all interacting to
undermine business operations (PCBS, 2024). Above-average performances might have
been obtained because of strong kinship ties, and good governance inciting adaptation
and resilience, as supported by Mzid et al. (2019). Often, these firms draw on their internal
social capital, community trust, and informal networks to deal with external uncertainty

(Brigham & Payne, 2019).
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Especially high-performance ratings recorded in BP1 and BP3 (92.4 percent and
92.2 percent positive responses, respectively) point to the respondents' belief in their
business reputation and competitive position. Akella and Eid (2018) also found that social
legitimacy and family reputation are considered prerequisite keys for market survival in
Palestine. However, the very high-level perception of performance reflects that business
success for family firms is multifaceted, with non-financial goals such as legacy-building
and social responsibility being just as important (Basco, 2013).

Consistent high scores across BP items suggest that strategic agility, a primary
element in conflict-prone settings, is recognized and institutionalized in these enterprises
(Ononiwu et al., 2024). It is worth noting that the results are based on self-reported
measures that may be subject to optimism bias or cultural predisposition to manifest

strength and resilience.

5.3 Family Dynamics and Business Performance

Family dynamics play a fundamental role in shaping the performance of family
businesses, especially within unique and challenging environments such as the
Palestinian industrial sector. The results from this study provide compelling evidence
supporting Hypothesis 1, which proposed a positive and significant effect of family
dynamics on business performance. The standardized path coefficient (B = 0.198, p =
0.003) confirmed that strong, cohesive family relationships significantly contribute to the
overall performance of Palestinian industrial family firms. This finding aligns with
existing literature suggesting that well-managed family dynamics foster strategic
coherence, resilience, and long-term success in family enterprises (Miller & Le Breton-

Miller, 2006).
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Each of the five dimensions of family dynamics examined in the study, Family
Control and Influence (FCI), Identification with the Firm (IFF), Binding Social Ties
(BST), Emotional Attachment (EAF), and Renewal through Dynastic Succession (RDS),
had a statistically significant impact on business performance. Family Control and
Influence exhibited the strongest effect (B = 0.202), reinforcing the importance of family
leadership in shaping organizational strategy and decision-making. In the Palestinian
backdrop, where patriarchal systems and deference to elders are culturally embedded,
founding ones or senior paternal figures keep large chunks of power over the enterprise.
While such clinging to power will provide greater stability and direction for the
operations, the drawback is that it limits the scope for inclusion of differing viewpoints
or the promotion of innovations (Sultan et al., 2024; Zellweger et al., 2012).

Identification with the firm ($=0.189) indicates that family members tend to
perceive the business as a manifestation of their identity. This psychological ownership
breeds commitment, long-term orientation, and a moral responsibility for the outcome of
the firm. In the Palestinian culture, where social prestige and family honor carry great
weight, the formation of identity adds symbolic and emotional significance to the business
operations. This finding lends support to socio-emotional wealth (SEW) theory, which
dwells on the family business's non-economic goals such as solidarity of family identity,
continuity, and preservation of legacy (Brigham & Payne, 2019; Gomez-Mejia et al.,
2007).

These are Binding Social Ties (BST) with a path coefficient of f = 0.186, giving
more weight to interpersonal relationships amongst family members. Herein, these bonds
are informally coordinated with one another, conflicts are resolved, and people ask for
support from each other. Among others, in places such as Palestine, where institutional

mechanisms for legal enforcement and business regulation may be weak or inconsistently
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applied, the social capital, therefore, becomes the most important asset for operational
resilience and crisis management (Samara, 2021; Weimann et al., 2021). The high levels
of agreement obtained for this dimension indicate that Palestinian family firms greatly
depend on their internal relationships to get work done and to keep peace.

Emotional Attachment of Family Members (EAF), with B = 0.196, holds
paramount importance since such affective commitment maintains motivation and
perseverance within family members for the sake of the business. These emotional
investments often sustain the business through external shocks, such as political
instability, military conflict, or market disruption, which are recurrent in the Palestinian
industrial landscape (Abdelaziz, 2021). However, unchecked emotional attachment can
hinder objective assessments, delay necessary restructuring, or protect underperforming
family members due to sentimental bias. Thus, while emotional bonds are largely
beneficial, they require balance through strategic and merit-based governance (Eddleston
& Kellermanns, 2007).

Renewal through Dynastic Succession (RDS), though slightly lower in its impact
(B = 0.140), is nonetheless significant. This dimension reflects the cultural and strategic
emphasis placed on passing the business from one generation to the next. Palestinian
family firms often function as intergenerational economic vehicles, and their longevity is
frequently tied to the successful transfer of leadership and vision. However, many such
transitions are conducted informally and without clear succession planning, leading to
leadership vacuums, power struggles, or misalignment in strategy (Chalhoub, 2025;
Ferrari, 2023). Therefore, while dynastic succession is a cultural imperative, it must be
complemented by structured preparation and competence-based selection processes.

From a theoretical perspective, the findings support both Stewardship and Agency

theories in understanding the role of family dynamics in business performance. According
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to stewardship theory, family members act as responsible stewards of the business,
motivated by a set of values and a desire to see the legacy preserved (Miller & Le Breton-
Miller, 2006). This is consistent with the display of high IFF and EAF analyzed in the
study, which demonstrates commitment, binding trust, and continuity. According to
Agency theory, overlapping ownership and management pose serious risks, especially in
the absence of formal structures. Intra-family conflicts, blurred role definitions, and
generational clashes result in inefficiency, strategic paralysis, and poor performance
(Blanco-Mazagatos et al., 2016; Jensen & Meckling, 2019). Family dynamics, unfettered
by good management, become liabilities when no good governance mechanisms are in
place.

This confers a special touch to the Palestinian context of these findings.
Palestinian industrial family firms are navigating a risky-high-low institutional setting,
accentuated by restrictions on movement, lack of clarity on regulatory norms, and
intermittent paucity of access to external capital (Morrar & Baba, 2022). In such an
environment, family characteristics are not just internal cultural features; they are
strategic assets. Besides providing jobs to extended family members, supporting local
communities, and fostering national economic resilience, the said firms also perform
some more generalized societal functions. The familial system represents an alternative
to formal institutions; therefore, internal harmony and trust are of utmost importance for
its existence (Khoury et al., 2024; Lipinski & Shomali, 2024).

The descriptive part of the findings further emphasizes the role of demographic
factors in shaping the family dynamics. The majority of the respondents were male
(79.1%) and older than 40 years (55.8%). This situation suggests a leadership structure
grounded in seniority and traditional authority. Within such systems, leadership continuity

and experience can be good things, but they can also stifle innovation by restraining
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younger family members and female members from joining. Thus, further attempts
should be made toward constituting alternative leadership models that would honor the
existing concepts and embrace inclusive family practices with generational renewal
(Aghabekian, 2019; Sultan et al., 2024).

Compared with the past, respondents have a considerably good level of education,
with 77.3% even having a bachelor's degree or above. This educational background holds
the reverse side with respect to the positive perception of family dynamics and business
performance: an educated population is more conscious of professional management
practices, of succession planning, and even of strategic alignment (Nasr et al., 2025).
Another case is that the existence of most of the surveyed firms (more than 76% operating
for more than ten years) points to a mature and stable basis able to build strong family
business relationships and embed cultural values into business operations.

The findings unequivocally set forth family dynamics as an important factor
affecting the business performance of Palestinian industrial family companies. Each of
the five dimensions individually contributes to the internal coherence, structuring,
resilience, and growth of the organization. These family dynamics are deeply ingrained
in the cultural environment and emotional landscape; however, they work at their best
when a fine balance exists between tradition and modernization, between emotional
upbringing and rigorous discipline. For firms to stay competitive and sustain themselves
in Palestine, there is an imperative need to imbibe their family values into the governance
structures, professional development setups, and long-term scientific strategy. Family
cohesion is surely a strong asset, but its power can be harnessed best with a formal and

conscientiously managed approach.
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5.4 Family Dynamics and Corporate Governance

The relationship between family dynamics and corporate governance is deeply
interwoven, particularly in the context of family-owned businesses where the boundaries
between family and organizational systems are blurred. In Palestinian industrial family
firms, this relationship becomes even more critical due to the fragile institutional
environment and the dominant role of the family in business operations. This section
discusses the results supporting Hypothesis 2 (H2), which proposed a significant positive
effect of family dynamics on the implementation and quality of corporate governance.
The empirical findings (f = 0.870, t = 33.248, p < 0.000) strongly affirm this hypothesis,
highlighting the substantial influence that intra-family relationships exert on the design
and efficacy of governance systems.

Five dimensions of family dynamics were considered in this study: Family
Control and Influence (FCI), Identification with the Firm (IFF), Binding Social Ties
(BST), Emotional Attachment of Family Members (EAF), and Renewal Through
Dynastic Succession (RDS). All these dimensions positively and significantly affected
governance simultaneously, as evidenced by the findings of their sub-hypotheses (H2a—
H2e). For example, the highest influence on governance was attributed to FCI (§ =0.212),
indicating that the concentration of power to make decisions within the family is a major
factor in the adoption and maintenance of governance structures.

This goes in line with the earlier findings suggesting that family control is more
often perceived as an agency risk, yet can serve as a source of governance when
coordinating mechanisms of shared values and mutual accountability are in place
(Scholes et al., 2021; Zellweger et al., 2012). In such contexts, such as in Palestine, where
regulatory bodies on the outside are inconsistent or weak, governance thus becomes a

function of internal discipline, which is very much a product of family authority and
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tradition (Samara, 2021). When family leadership is respected and instead of
authoritarianism, stewardship prevails, the setting up of advisory boards, succession
planning frameworks, and conflict resolution mechanisms takes place. These processes
are, in fact, the foundation of worthy governance.

The other dimension of significant influence upon governance was the IFF (B =
0.198). This tells us that when family members consider a business an extension of their
own identity, they favor the existence of formal governance measures. This identification
is conducive to fostering long-term orientation, strategic patience, and ethical, the very
traits needed to ride out governance systems through turbulent waters (Gémez-Mejia et
al., 2007). Palestinian family members exhibiting a high identification with their firms
are likely to be in favor of transparent management structures and policies that ensure
firm communication from one generation to another.

Binding Social Ties (BST), with a path coefficient f = 0.196, emphasize how these
informal networks guide the formal governance behavior. In many Palestinian family
companies, where formal roles may be ambiguous and regulations loosely enforced, the
trust-based relationships between family members often act as substitutes for legal
contracts and institutional oversight (Weimann et al., 2021). These social ties solve
conflicts, allocate duties, and maintain organizational integrity. While such informality
could perhaps work in smaller or fledgling companies, what appears from this study is
that once the companies mature, relational norms constitute the basis of a more formal
governance mechanism. Basically, strong social ties create internal trust that could
become the transition path from informal to formal governance structures.

Emotional Attachment (EAF), therefore, with a positive impact on governance (3
=0.206), means that the stronger the affective commitment of family members to a firm,

the more motivated they would be to institutionalize processes that protect the future of
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the firm. Thus, emotional attachment acts as a strong motivator for the establishment and
sustenance of governance structures, particularly those related to succession planning,
ethical behavior, and merit-based leadership (Abdelaziz, 2021). However, the studies also
warn against the dangers that may arise from too much emotional involvement, such as
resisting change or resolving conflict (Eddleston & Kellermanns, 2007). The results of
the current research imply that in Palestinian companies, emotional attachment does not
inhibit governance activities; rather, it complements them in structured mechanisms.

The final dimension, Renewal through Dynastic Succession (RDS), although
slightly weaker in magnitude (B = 0.147), still exerts a significant influence on
governance. Succession is perhaps one of the most challenging governance issues faced
by family firms, especially in cultures that give priority to hierarchy and seniority instead
of formal planning. Succession in the Palestinian context is largely informal and guided
by culture rather than strategic forethought (Chalhoub, 2025). However, the positive
relation between RDS and governance in our study indicates that firms considering
intergenerational continuity tend to associate with formal succession planning and
leadership development frameworks. These firms not only develop a plan for the transfer
of power but also focus on maintaining organizational effectiveness.

The theoretical basis for such findings rests on the agency and stewardship
theories. Stewardship theory entails family members acting out of a feeling of
responsibility and loyalty, in the best interests of the firm (Miller & Le Breton-Miller,
2006). This understanding is reflected in the high levels of affective commitment,
identification, and familial trust resulting from the study, all of which contribute to the
building of governance structures that maintain harmony and optimize performance.
Agency theory, on the other hand, warns that where formal governance is absent, self-

interest and family conflict will abate decision-making and the very organizational
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performance that ought to be achieved (Jensen & Meckling, 2019). Hence, the study
favors a combination of these two views: although emotional and relational capital
constitute a must, if they are not converted into governance structures, agency problems
will arise that can jeopardize the sustainability of the firm.

Furthermore, the Palestinian cultural and institutional context deserves to be
recognized. The absence of reliable legal enforcement, fluctuating economic conditions,
and ongoing political uncertainty make the stakes of internal governance in family
businesses very high (Ali et al.,, 2021; Morrar & Baba, 2022). This makes family
relationships not just fortuitous to governance but primary mechanisms through which
governance is developed and maintained. The ability of families to construct systems that
are culturally acceptable and enforceable internally in the absence of legislative or
regulatory pressure hinges upon strong family bonds, emotion, and intergenerational
loyalty (Jaradat, 2024).

Empirical studies from other contexts also support this argument. Rustam and
Narsa (2021) reported that family cohesiveness was a better predictor of governance
adoption than external pressures in Indonesian family firms. Zellweger et al. (2019) also
claimed that relational governance, which stems from familial trust, can be an effective
substitute for formal institutions in emerging economies. The findings from the present
study extend these insights to the Palestinian context, confirming that family dynamics
play a direct and critical role in governance quality.

From a practical viewpoint, family firms have to institutionalize their values by
drafting proper governance policies, putting together a family constitution and advisory
boards, and setting out roles and responsibilities along with formal succession plans.
Perhaps even more so is leadership training for youth and the empowerment of diverse

family voices in decision-making processes to put forth governance reform. Policymakers
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and development agencies that support Palestinian businesses should recognize the
importance of family dynamics and offer culturally congruent frameworks for both
relational and procedural governance aspects.

As a conclusion, the study confirms how family dynamics are not simply an extra
social force acting within Palestinian industrial family businesses, but that they also
structurally determine the quality of governance. Emotional investment puts family
members in a much better position to identify with the firm and maintain governance
structures, through long-term succession plans so solidly built on trust. These internal
dynamics compensate for external institutional weaknesses while ensuring continuity,
accountability, and strategic alignment. Thus, the strength of family dynamics and their
alignment with formal governance practices are critical for the sustenance and growth of

family businesses in the challenging socio-economic climate of Palestine.

5.5 Corporate Governance and Business Performance

Corporate governance (CG) plays an important role in sustaining industrial
relations in the economic realm, for accountability, and for the achievement of strategic
industrial accomplishments. For family-owned enterprises, governance works in a
different way-it has both economic and social functions. Corporate governance, whether
applicable to industrial family firms in Palestine, acts as the lot structure and means of
survival in political instability, weak legal institutions, and informal operational norms
existing around the country. This part of the report deals with the findings regarding
Hypothesis 3 (H3), which states that there exists a strong positive relationship between
corporate governance and business performance. The hypothesis was strongly supported
with a path coefficient of =0.725, t=11.420, p<0.000, hence denoting a strong and

significant impact of governance on the outcome performance.
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The empirical results emphasize that the traditional governance mechanisms can
reinforce business performance in family firms. These mechanisms may include
organized boards of directors, anti-takeover measures, and systems that allocate
compensation based on performance. Those governance mechanisms help clarify
decision-making, reduce internal conflict, and generate cohesive strategic approaches. In
an environment as volatile as Palestine, not merely best practices-they are strategic
imperatives. Due to the lack of external institutional reliability, family enterprises must,
therefore, put more trust in internal governance mechanisms to enhance transparency,
resilience, and business continuity (Ali et al., 2021; Jaradat, 2024).

Previously, among various dimensions of corporate governance considered in this
study, all three dimensions studied of Board (BRD), Anti-Takeover Provisions (ATP), and
Compensation and Ownership (CAO) were found to have positive effects on
performance. On the other hand, the BRD dimension is said to address the efficacy of
board structures in regard to composition, advisory role, and oversight responsibilities.
Taking decision-making into their own hands, the family businesses in Palestine have
traditionally been run rather informally under some form of kinship, but the use of
structured boards has become increasingly common, especially in those firms focusing
on longevity and growth. Boards, in turn, bring different perspectives, strategy discipline,
and reduction of decision-making bias through the introduction of formal checks and
balances (Mustakallio, 2002; Umans et al., 2020). The empirical findings suggest that
firms with active and functioning boards establish superior financial and strategic
performance, congruent with international studies on board effectiveness (Tjahjadi et al.,
2021; Zhang et al., 2023).

Whereas the ATP dimension focuses on mechanisms to prevent hostile takeover

or internal takeover during succession, it also emerged as an important contributor to
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performance. In Palestinian settings, anti-takeover measures may not necessarily be of
the sophisticated legal variety; rather, they generally rely on internal protocols, family
constitutions, and agreements on inheritance that maintain control and ensure continuity.
When these informal mechanisms are translated into governance practices, they enable
the preservation of socioemotional wealth (SEW) in the family, while simultaneously
safeguarding the strategic interests of the company (Brigham & Payne, 2019; Gomez-
Mejia et al., 2007).

The CAO dimension also stresses the essence of fairness, meritocracy, and
financial transparency. Rewarding people based on their performance, and not family
status, is a prerequisite for stimulating motivation in the organization, attracting outside
professionals, and promoting sustainability in terms of public perception toward firms.
Traditionally, especially in Palestine, compensation in many family businesses is
determined by family hierarchy, emotional feelings, or informal agreements, thereby
generating perceptions of favoritism or unfairness. This study showed that firms
implementing performance-linked compensation and equitable ownership structures
experience improved organizational performance. This is consistent with the theoretical
literature that focuses on the need to place incentives in alignment with business
objectives so as to reduce agency costs and improve productivity (Aggarwal et al., 2011;
Sadiq & Gebba, 2022).

From a theoretical view, corporate governance is positively linked to business
performance as per both Agency Theory and the Resource-Based View (RBV) of the firm.
Agency theory argues that governance mechanisms are necessary to mitigate conflicts of
interest between principals (owners) and agents (managers), and this is a problem
particularly acute in family businesses where these roles overlap (Jensen & Meckling,

2019). In the Palestinian family business context, where management and ownership are
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held by the same family, agency problems assume alternative forms: favoritism,
entrenchment, and intergenerational disputes. Governance structures such as boards,
succession mechanisms, and financial audits serve to formalize authority while
guaranteeing accountability and minimizing inefficiencies of an agency.

According to RBV, a firm achieves competitive advantage when it leverages
resources that are valuable, rare, inimitable, and non-substitutable (VRIN). In family
firms, intangible resources such as trust, tacit knowledge, and intergenerational
commitment are the most crucial assets (Barney, 2001). Good governance mechanisms
are crucial to the strategic use of strategic assets by setting up organizational routines,
laying down institutional memory, and formalizing the decision-making processes.
Therefore, governance-assisted institutions perform better than those relying solely on
informal practices to institutionalize values and relationships (Ionita & Dinu, 2021).

Still, empirical evidence from other developing economies provides more support
for governance-related issues in the family business context. Mihoti¢ et al. (2023)
concluded that, in periods of economic crises, family firms with strong governance were
more resilient. Zapata-Cantu et al. (2023) found that governance quality promoted
innovation capacity and adaptability in family firms undergoing digital transformation.
Given that external shocks are recurrent in Palestine, such resilience and adaptiveness are
imperative for survival.

The study findings also indicate an increasing trend of hybrid governance models
in Palestinian family firms. These models thus combine traditional family leadership with
more modern corporate governance concepts. As an instance, many of the older
generations may have symbolic leadership positions with operational authority devolved
to professional managers or advisory boards. Such arrangements uphold the family values

while enabling agility and strategic responsiveness. This hybrid model, in particular, is
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good at smoothing generational differences and at aligning the firm's emotional capital
along with its performance objectives (Scholes et al., 2021).

Despite the obvious benefits, challenges are still faced in the implementation of
these structures. The descriptive analysis also revealed sets of items in the board and
compensation domains with variability in the degree of agreement--reflecting
inconsistent governance practices. Some organizations may provide governance in name
only by having the formal titles and policies existing somewhere among their weighty
and measures of documents, with no associated transformation in behavior or culture. In
accord with Eddleston et al. (2013), governance improves organizational results only if
all stakeholders accept it and internalize it. Resistance to governance might mount from
deeply rooted patriarchal norms, fear of losing control, or an inability to appreciate the
benefits of governance.

Governance reforms also have to be sensitive to cultural values. In Palestine,
formal rules could sometimes appear to be hostile to traditional norms of trust, seniority,
and familial authority (Holzinger et al., 2016). Therefore, effective governance
mechanisms should be tied into the local culture, emphasizing consensus, respect, and
inclusion, rather than mere compliance. While international models such as those
endorsed by the International Finance Corporation (IFC) may provide some templates,
they must be locally adapted (Yeo, 2025).

In essence, these observations come forth with diverse practical implications for
commercial family business actors, consultants, and policymakers. Firstly, governance
training and education should be imparted to family members, particularly the young
generation, to nurture a culture of professionalism and accountability. Secondly, more
mechanisms such as family councils, advisory boards, and succession committees need

to be encouraged, to instill governance formally without putting at stake family trust.
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Thirdly, public and private-sector institutions that support SMIs should come forward
with governance toolkits tailored to the specific context that posit a delicate balance
between best practices and cultural considerations.

At its base, the study powerfully critiques the claimed statement that corporate
governance boosts business performance in Palestinian industrial family firms. With a
properly established governance structure, firms can better align their strategic directions,
reduce conflicts, determine transparent compensation, and perform better succession
planning. These systems are especially vital in the Palestinian context, where firms
operate under persistent uncertainty and weak institutional oversight. The ability to
institutionalize family values and transform relational capital into strategic processes is
what differentiates high-performing family firms from others. For family-owned
businesses to thrive in such environments, governance is not a luxury but a necessity that

aligns tradition with transformation and ensures continuity with competitiveness.

5.6 The Moderating Role of Corporate Governance between Family Dynamics

and Business Performance

The dynamic relationship between family involvement and business success is a
hallmark of family enterprise research. However, this relationship is not always linear or
consistent. Contextual and organizational factors often mediate or moderate how internal
family characteristics affect firm outcomes. One such moderating factor is corporate
governance. In the present study, Hypothesis 4 (H4) proposed that corporate governance
moderates the relationship between family dynamics and business performance, such that
the relationship is stronger when governance mechanisms are effectively implemented.
The empirical findings confirmed this hypothesis, with the interaction term (FD x CG —

BP) showing a statistically significant effect (3 = 0.015, t = 1.686, p = 0.046)
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Though the path coefficient of the moderation effect was relatively small, its
statistical significance supports the theoretical assertion that governance mechanisms
condition how family dynamics translate into organizational performance. More
importantly, the results of the sub-dimensions (H4a—H4e) reinforce this view. Each
component of family dynamics, Family Control and Influence (FCI), Identification with
the Firm (IFF), Binding Social Ties (BST), Emotional Attachment (EAF), and Renewal
through Dynastic Succession (RDS), was found to have a stronger positive influence on
business performance when moderated by effective governance. For instance, FCI x CG
— BP had a high path coefficient (f = 0.153, p < 0.001), underscoring that governance
enhances the strategic utility of centralized family leadership.

The findings are in line with the Agency Theory and the Stewardship Theory.
Agency Theory holds the view that family conflicts can arise in the absence of proper
governance structures, leading to issues in areas like succession, compensation, or
decision-making (Jensen & Meckling, 2019). Governance structures, therefore, serve to
reduce such risks whenever applicable-a classic example being the advisory board,
succession committee, and performance evaluation. According to Stewardship Theory,
however, family members feel a responsibility to protect and build on the legacy of the
firm. In this respect, governance serves to institutionalize trust-based behavior and
facilitate conjoint leadership arrangements (Miller & Le Breton-Miller, 2006).

The moderating role of corporate governance becomes especially important in
volatile and institutionally weak environments like Palestine. As noted earlier, Palestinian
family businesses operate under persistent challenges, including political instability, legal
ambiguity, capital restrictions, and infrastructural deficiencies (Morrar & Baba, 2022;
PCBS, 2024). In such settings, formal external oversight is often unreliable or absent.

Therefore, internal governance mechanisms serve as the primary means of ensuring

131



strategic discipline, fairness, and continuity. This means that corporate governance does
not merely support business operations—it becomes the central axis through which family
values and relationships are aligned with business imperatives.

Empirical evidence supports this moderation. For example, Zellweger et al. (2012)
emphasized that governance arrangements motivated by the preservation of
socioemotional wealth (SEW) are more effective when family members strongly identify
with the firm and value continuity. This is especially true in Palestine because the
emotional, relational, and identity-based considerations lie at the heart of family firm
activities (Khoury et al., 2024). Governance, therefore, transforms these non-economic
considerations into strategic actions such as reinvestment, innovation, and succession
planning.

The findings also resonate with research into hybrid governance models in
developing economies, in which traditional family control is grafted onto modern
governance systems to create context-aware arrangements (Arteaga & Escriba-Esteve,
2021). Thus, advisory boards comprising trusted family elders from the entrepreneurial
family and professional managers who guide consensus-based decisions with strategic
foresight may combine the best aspects of tradition and modernity. Likewise, succession
protocols that emphasize mentorship and performance appraisals help to mitigate
nepotism at the same time that they acknowledge and eschew the primacy of family
legacy. The moderation outcomes of our study suggest that such hybrids are especially
conducive to reinforcing the beneficial effects of strong family dynamics on firm
performance.

This is substantiated by the sub-dimension analysis. Family Control and Influence
(FCI), when governed, yielded a performance upgrade (H4a: f = 0.153, t = 9.672). This

tells us that strong centralized power of a family in the business makes for better decisions
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if there are governance enforcements. Decisions are made with the family in control of
the business, while holders are only accountable under governance and are required to
provide input on merit. Centralized governance without this check can lead to an
autocracy that discourages invention and does not create clear roles.

In the same manner, Identification with the Firm (IFF) had the greatest
relationship with performance when governance structures were implemented (H4b: f =
0.143, t=9.865). Sometimes, family members harbor a strong feeling of association with
the enterprise and become overprotective, resist outside counsel, or cannot hand off.
Governance structures act as a corporate framework within which such identification can
find expression in sustainable behaviors such as deliberate reinvestment, formal
transparency in decision-making, and balanced interaction with stakeholders (Brigham &
Payne, 2019; O'Reilly & Chatman, 1986).

Binding Social Ties (BST), representing interpersonal trust and cooperation
within the family, was also significantly moderated by governance (H4c: B = 0.141, t =
9.912). While such ties promote cohesion and resilience in parallel, they encourage the
opposite of favoritism, or conflict avoidance. Governance mechanisms act as a
neutralizing force, balancing familial bonds with meritocratic principles and institutional
fairness (Weimann et al., 2021). Such a balance becomes critical in Palestine, where
informal systems overshadow their formal counterparts.

Emotional Attachment (EAF), which is usually referred to as a double-edged
sword in family businesses, was found to be positively associated with performance
whenever there are strong governance mechanisms (H4d:  =0.149, t=9.937). Emotional
commitment inspires action and perseverance, but also undermines boundaries between
family loyalty and business rationality. Governance instills objectivity into an emotionally

charged environment so that decisions can be made on matters of performance, strategy,
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and market logic rather than personal feelings (Eddleston & Kellermanns, 2007; Nasr et
al., 2025).

Renewal through Dynastic Succession (RDS) has been proven to benefit from the
presence of governance structures (H4e: B = 0.106, t = 9.570). Intergenerational
continuity is an essential goal for family companies, but if succession is unstructured, it
may lead to leadership voids, family disputes, and strategic drift (Ferrari, 2023).
Governance structures institutionalize the succession by way of well-defined criteria,
mentorship programs, and transition leadership assignments, all geared to ensure that the
succession process improves and does not impede performance.

This entails considerable practical import. For family businesses, it is crucial to
understand governance as an enabler to performance rather than a bureaucratic headache.
To implement governance does not imply surrendering control of the family; it implies
codifying values, clarifying accountabilities for decision-making, and establishing formal
processes. For instance, these firms could install advisory boards featuring both family
members and outsiders; establish transparent systems around remuneration; and develop
manifestly clear succession plans. Consequently, the family may professionalize itself
while still preserving its identity and culture.

These results provide grounds for policymakers and development organizations
to advocate for governance training and resources specifically tailored to family
businesses, in accordance with culture. Instead of forcing upon them rigid international
models, the support should go towards creating capacity for hybrid governance systems
that reflect their cultural values and address the weaknesses in their current systems from
a performance point of view. It can include training workshops related to succession
planning, mentoring programs, as well as toolkits for conflict resolution and carrying out

board restructuring.
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Conclusion

This chapter has conducted an exhaustive study of the empirical findings with
regard to relationships among family dynamics, corporate governance, and business
performance in Palestinian industrial family businesses. The results validated the central
hypothesis that family dynamics have an important positive relationship with business
performance. Each of the five dimensions of study-Family Control and Influence (FCI),
Identification with the Firm (IFF), Binding Social Ties (BST), Emotional Attachment
(EAF), Renewal through Dynastic Succession (RDS)-significantly and positively affected
firm performance. These dynamics are entrenched cultural behaviors and emotional
commitments that, if properly administered, constitute strategic resources in the working
and growth of family businesses.

Corporate governance is proven to have a strong positive impact on firm
performance. Along this line of thinking, it is important to institutionalize governance
practices relating to board oversight, anti-takeover protection, and fair compensation
systems, thereby increasing transparency, accountability, and clarity of strategy. From a
Palestinian perspective, in an environment in which businesses are operating with high
risk and low regulation, corporate governance thus appears to be paramount, shedding off
its merely formal role and serving as an essential tool towards ensuring organizational
resilience and sustainability.

In further results, it was brought to light that family dynamics tremendously
influence the way corporate governance is implemented and even its quality. Firms that
have close-knit, emotionally attached, and strategically aligned family relations stand the
best chance of putting in place and effectively maintaining governance structures. Since
there is such dependence, in the case of Palestinian family firms, governance

implementations are not something that is externally "landed on" them but instead
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constitute a particular set of internal family values and relationships based on trust. This
further strengthens the view of culturally embedded governance in such contexts.

Most importantly, the study confirmed that corporate governance serves as a
moderating variable impacting family dynamics and business performance. In other
words, family dynamics combined with a system of governance and well-working
mechanisms actually increase performance positively. This moderating role emphasizes
the importance of institutionalizing family strengths through structured processes and
accountability systems. Hence, emotional commitment and relational capital are, of
course, helpful but must ultimately go through governance channels to be strategically
leveraged.

The absence or unreliability of proper institutional setups on the socio-political
level in Palestine has heightened the focus on the nexus between family dynamics and
governance. Family businesses here operate both as economic and social institutions, and
their survival rests on balancing cultural continuity with strategic modernization. The
outcomes imply that by linking family-oriented relational capital to formal governance,
it should be possible to improve Palestinian family firms' capacity to adapt, compete, and

be judged positively on a longer time horizon.

Contribution
Theoretical Contribution

o First, the study enriches the Socioemotional Wealth (SEW) theory by empirically
validating how emotional and relational family assets, such as family control,
emotional attachment, and dynastic succession, positively influence business

performance. By decomposing family dynamics into five measurable dimensions
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and linking them individually to performance outcomes, the study extends SEW's
conceptual boundaries and operational clarity.

Second, the research contributes to the agency—stewardship debate by illustrating
how family members may act simultaneously as stewards of the firm (driven by
commitment and identity) and as potential sources of conflict (due to overlapping
roles and emotional bias). The results affirm that well-functioning corporate
governance mechanisms mitigate agency risks and institutionalize stewardship
behaviors, particularly when family dynamics are strong.

Third, the study introduces corporate governance as a moderating variable, adding
a novel layer to existing models that typically consider governance as an
independent driver. By confirming that governance strengthens the relationship
between family dynamics and business performance, the research provides a more
nuanced understanding of governance as a conditional enabler, rather than a
uniform solution.

Lastly, this work offers a context-specific framework for family businesses
operating in conflict-affected regions. It addresses a gap in the literature by
focusing on Palestinian industrial family firms, whose challenges, limited
institutional  support, resource constraints, and cultural norms are

underrepresented in mainstream governance and family business research.

Practical Contribution

The research offers family business leaders a diagnostic tool for assessing the
internal family dynamics across five critical dimensions. Family business leaders
who understand the strategic importance of these five dimensions can focus on

cohesion and decision-making or on resolving conflicts. The second finding
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stresses the need to move from informality to formal governance, such as advisory
boards, clear succession plans, and performance-based remuneration, while
respecting their cultural values.

. For practitioners and consultants, the research guides the appropriate use of
governance mechanisms in culturally sensitive environments. The moderating
role of governance implies that interventions should institutionalize, rather than
oppose, traditional authority to foster accountability and enhance strategic clarity.

J For policymakers and development agencies, the study underlines the need for
tailored governance training and support mechanisms. Instead of imposing foreign
governance models, support initiatives should promote hybrid governance
systems that align with familial structures and socio-cultural norms prevalent in
Palestine and similar regions.

. Ultimately, the study presents a roadmap for enhancing the sustainability and
performance of family businesses by bridging the relational strength of families
with the structural discipline of governance, especially in environments where

external institutional scaffolding is weak or absent.

Practical Implications and Recommendations

Practical Implications for Practitioners

. Formalize Informal Strengths: While Palestinian family businesses rely heavily
on trust, loyalty, and shared values, these assets must be translated into structured
governance frameworks. Practitioners should develop family constitutions, define
roles clearly, and institutionalize communication channels to reduce ambiguity

and prevent conflicts.
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Establish Governance Mechanisms: The presence of advisory boards, succession
committees, and performance monitoring systems was shown to strengthen the
link between family dynamics and performance. Practitioners are encouraged to
adopt governance tools that support both business objectives and familial
harmony.

Develop Succession Planning: The study highlighted the role of dynastic
succession in business continuity. Firms should move beyond inheritance-based
leadership and implement structured succession planning based on merit,
mentorship, and leadership development.

Balance Emotion with Objectivity: Emotionality can be a resource, but it may
prove to be a liability unless controlled. Those practicing family business matters
must balance affective commitment with strategic decision-making by bringing in
outside advisors or neutral facilitators when needed.

Invest in Governance Education: Senior family members and those of the next
generations should be trained in governance and leadership so that
professionalism will be instilled into their mindset, and their capabilities will be
enhanced to adjust and grow in this increasingly complex and competitive

environment.

Practical Implications for Policymakers

Support Culturally Adapted Governance Frameworks: Policymakers should allow
the cultivation of hybrid governance systems that recognize familial authority
while making businesses liable rather than imposing Western systems that may be

at odds with local traditions.
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. Create Governance Toolkits and Training Programs: Governmental and non-
governmental institutions may aid family businesses through the provision of
easy-access resources on good governance practices, such as a model family
constitution, succession plan templates, or board guidelines for SMEs.

o Incentivize Good Governance Practices: With the help of tax incentives, financing
opportunities, and an accreditation scheme, among others, family businesses can
be encouraged to formalize governance structures compatible with development
objectives and investor expectations.

. Encourage Generational Transition Programs: Public initiatives can assist
intergenerational transfer of knowledge in the form of subsidies to mentorship
schemes and leadership incubators toward the education of younger family
members of the business.

o Strengthening Legal and Institutional Support Systems: To enhance internal
governance, family enterprises will require a stronger external institutional
environment with improved dispute resolution, contract enforcement, and

regulatory clarity.

Recommendations for Future Studies

. Expand Geographic Scope: Future studies should explore family businesses in
other regions of Palestine, including Gaza, or in neighboring countries with
similar socio-political and cultural conditions. Comparative studies could reveal
contextual differences or common governance patterns across Arab or Middle
Eastern family firms.

o Longitudinal Research Design: This study employed a cross-sectional approach.

Future research could adopt longitudinal designs to track changes in family
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dynamics, governance structures, and performance over time, especially during
leadership transitions or external crises.

Explore Generational Perspectives: Further studies could investigate generational
differences in perceptions of governance and family dynamics. Examining how
first-generation founders and second or third-generation successors view strategic
priorities may offer deeper insights into succession challenges and governance
evolution.

Include Qualitative Approaches: While this study used a quantitative method
(PLS-SEM)), future research could incorporate qualitative case studies, interviews,
or ethnographic approaches to better capture the nuances of interpersonal
relationships, cultural practices, and informal governance norms.

Examine Additional Moderators or Mediators: Future work could explore other
potential moderating or mediating variables such as leadership style, innovation
capacity, external institutional support, or psychological ownership. These
variables may further explain the mechanisms linking family dynamics and
performance.

Sectoral and Size Variations: Replicating the study across different sectors (e.g.,
services, agriculture, technology) or among small versus large family firms could
help determine whether the relationships observed here hold consistently across
varying business contexts.

Gender Dynamics in Governance: With most respondents being male, future
studies could specifically examine the role of women in family business
governance and succession. Understanding how gender influences power

dynamics and strategic decision-making remains an underexplored but vital area.
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Appendices

Appendix (A) Demographic Characteristics Analysis

Valid
Variables Options Freq. l;f:;g
Y%
Male 302 79.1%
Gender
Female 80 20.9%
Less than 20 years old 22 5.8%
From 20 to 30 years old 50 13.1%
Age From 31 to 40 years old 97 25.4%
More than 40 years old 213 55.8%
Nothing 3 0.8%
High School 45 11.8%
Education Degree Diploma Degree 39 10.2%
Bachelor’s Degree 166 43.5%
Master’s or Higher Degree 129 33.8%
Food products industry 9 2.4%
Wood and cork products industry 6 1.6%
The stone and marble industry 67 17.5%
Solar er;zilgu); ;?:S renewable energy 3 0.8%
Paper industries 15 3.9%
Pharmaceutical industries 22 5.8%
Precious metals industry 3 0.8%
Engineering and metal industries 30 7.9%
Service Provider Agrlculi[rliflalllls?rl;d food products 140 36.6%
Sector Soft drlinridsl,1 ;;;:es, and the water 3 0.8%
Metal industry 3 0.8%
Metal a?fa Xl()fzgfl?r iﬁl;mture 3 0.8%
Chairs, tables, and desks factory 3 0.8%
Trade 3 0.8%
Concrete factory 3 0.8%
Leather and footwear industries 45 11.8%
Furniture 6 1.6%
Chemical industries 6 1.6%
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Agricultural plows, trolleys, waste

. 6 1.6%
containers, etc.
Cosmetics products 6 1.6%
Qalqilya 9 2.4%
Ramallah and Al-Bireh 93 24.3%
Tulkarm 27 7.1%
Nablus 66 17.3%
Bethlehem 27 7.1%
Institution Location Hebron 106 27.7%
Jenin 24 6.3%
Tubas and the Northern Jordan 6 1.6%
Valley
Salfit 9 2.4%
Jericho and the Jordan Valley 9 2.4%
Jerusalem 6 1.6%
Less than 2 years 11 2.9%
Lo . From 3 to 6 years 32 8.4%
Institution Operation
From 7 to 10 years 48 12.6%
More than 10 years 291 76.2%
Medium (Frlom 20 to 50 196 5139
Institution Size employees)
Large More than 50 employees) 186 48.7%
Total 382 100.0%
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Appendix (B) Outer Loading of Indicators

Construct Questions Outer Loading
— First Order
FD
FCI FCII 0.859
FCI2 0.885
FCI3 0.866
FCI4 0.876
FCI5 0.876
FCI6 0.798
IFF IFF1 0.790
IFF2 0.740
IFF3 0.816
IFF4 0.786
IFF5 0.795
IFF6 0.799
BST BSTI 0.801
BST2 0.873
BST3 0.905
BST4 0.937
BST5 0.910
EAF EAF1 0.820
EAF2 0.882
EAF3 0.861
EAF4 0.841
EAF5 0.827
EAF6 0.796
RDS RDS1 0.801
RDS2 0.723
RDS3 0.767
RDS4 0.779
CG
BRD BRDI 0.753
BRD2 0.774
BRD3 0.828
BRD4 0.807
BRD5 0.828
BRD6 0.786
BRD7 0.773
BRDS 0.745
BRD9 0.819
BRD10 0.783
BRDI11 0.811
BRD12 0.809
BRD13 0.855
BRD14 0.798
BRD15 0.746
BRD16 0.732
BRD17 0.821
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BRD18 0.830
BRD19 0.749
BRD20 0.841
BRD21 0.790
BRD22 0.815
BRD23 0.786
BRD24 0.803
ATP ATP1 0.837
ATP2 0.834
ATP3 0.848
ATP4 0.820
ATP5 0.876
ATP6 0.877
CAO CAOl1 0.837
CAO2 0.896
CAO3 0.903
CAO4 0.904
CAOS5 0.820
CAO6 0.884
CAO7 0.853
CAO8 0.750
BP BP1 0.895
BP2 0.900
BP3 0.893
BP4 0.894
BP5 0.859
BP6 0.856
BP7 0.769
BP8 0.811
BP9 0.827
BP10 0.828
BP11 0.858
BP12 0.873
— Second Order
FD FCI 0.919
IFF 0.910
BST 0.925
EAF 0.905
RDS 0.877
CG BRD 0.977
ATP 0.964
CAO 0.965
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Appendix (C) Result of Collinearity Statistics (VIF) for Indicators

Construct Questions VIF
FD
FCI FCI1 3.421
FCI2 4.263
FCI3 2.946
FCI4 3.225
FCI5 3.225
FCI6 2.198
IFF IFF1 3.014
IFF2 2.635
IFF3 3.898
IFF4 3.555
IFF5 3.682
IFF6 2.766
BST BST1 1.988
BST2 2.882
BST3 3.843
BST4 5.337
BST5 4.422
EAF EAF1 2.875
EAF2 4.235
EAF3 2.774
EAF4 3.172
EAFS5 2.689
EAF6 2.404
RDS RDS1 4.159
RDS2 3.293
RDS3 2.440
RDS4 2.633
CG
BRD BRD1 3.082
BRD2 3.456
BRD3 6.489
BRD4 3.813
BRD5 4.455
BRD6 5.679
BRD7 3.188
BRDS 3.719
BRD9 3.761
BRD10 3.363
BRD11 3.559
BRDI12 4.240
BRD13 4.812
BRD14 5.777
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BRD15 3.888
BRD16 2475
BRD17 4.285
BRDI8 3.794
BRD19 4.739
BRD20 6.131
BRD21 3.218
BRD22 5.696
BRD23 4.915
BRD24 4.522
ATP ATP1 2433
ATP2 2.461
ATP3 2.589
ATP4 2.286
ATPS5 3.409
ATP6 3.480
CAO CAO1 3.078
CAO2 6.890
CAO3 4.561
CAO4 4.424
CAO5 2.618
CAO6 3.773
CAO7 3.064
CAO8 1.953
BP BP1 5.976
BP2 9.568
BP3 8.199
BP4 5.740
BP5 4.596
BP6 5.041
BP7 2.616
BP8 3.139
BP9 3.590
BP10 3.563
BP11 4.106
BP12 4.030
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Appendix (D) Result of Normality

Skewness Kurtosis Kolmogorov-Smirnov?* Shapiro-Wilk

Construct Q.# N Statistic Std. Error Statistic Std. Error Statistic Sig. Statistic Sig.
FCIl 382 -1.853 0.125 5.327 0.249 0.346 0.000 0.671 0.000

FCI2 382 -1.772 0.125 4.424 0.249 0.348 0.000 0.690 0.000

FCI FCI3 382 -1.741 0.125 4.139 0.249 0.334 0.000 0.702 0.000

FCl4 382 -1.756 0.125 4.344 0.249 0.328 0.000 0.705 0.000

FCI5 382 -1.653 0.125 3.161 0.249 0.371 0.000 0.697 0.000

FCI6 382 -1.116 0.125 1.761 0.249 0.297 0.000 0.807 0.000

IFF1 382 -1.653 0.125 4.529 0.249 0.356 0.000 0.697 0.000

IFF2 382 -1.256 0.125 2.123 0.249 0.289 0.000 0.788 0.000

IFF IFF3 382 -1.658 0.125 4.749 0.249 0.333 0.000 0.700 0.000

IFF4 382 -1.619 0.125 4471 0.249 0.348 0.000 0.695 0.000

IFF5 382 -1.597 0.125 4.336 0.249 0.326 0.000 0.716 0.000

FD IFF6 382 -1.487 0.125 3.364 0.249 0.334 0.000 0.730 0.000
BSTI 382 -1.405 0.125 4.346 0.249 0.352 0.000 0.699 0.000

BST2 382 -1.727 0.125 5.257 0.249 0.366 0.000 0.677 0.000

BST BST3 382 -1.917 0.125 6.942 0.249 0.356 0.000 0.636 0.000

BST4 382 -1.946 0.125 7.007 0.249 0.351 0.000 0.640 0.000

BST5 382 -1.716 0.125 5.162 0.249 0.340 0.000 0.696 0.000

EAF1 382 -1.395 0.125 2.647 0.249 0.368 0.000 0.743 0.000

EAF2 382 -1.506 0.125 2.710 0.249 0.377 0.000 0.720 0.000

EAF EAF3 382 -1.643 0.125 3.976 0.249 0.383 0.000 0.695 0.000

EAF4 382 -1.312 0.125 2.108 0.249 0.345 0.000 0.764 0.000

EAF5 382 -1.294 0.125 3.395 0.249 0.321 0.000 0.755 0.000

EAF6 382 -1.827 0.125 6.293 0.249 0.355 0.000 0.664 0.000

RDSI1 382 -1.853 0.125 5.858 0.249 0.357 0.000 0.660 0.000

RDS RDS2 382 -1.716 0.125 5.341 0.249 0.342 0.000 0.689 0.000

CG RDS3 382 -1.682 0.125 4.600 0.249 0.360 0.000 0.689 0.000
RDS4 382 -1.582 0.125 4.579 0.249 0.351 0.000 0.699 0.000

BRD BRDI1 382 -1.582 0.125 4.336 0.249 0.352 0.000 0.700 0.000
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BRD2 382 -1.478 0.125 4.439 0.249 0.319 0.000 0.711 0.000
BRD3 382 -1.611 0.125 3.025 0.249 0.367 0.000 0.717 0.000
BRD4 382 -1.348 0.125 2.623 0.249 0.345 0.000 0.752 0.000
BRDS 382 -1.562 0.125 3.910 0.249 0.341 0.000 0.717 0.000
BRD6 382 -1.352 0.125 2.260 0.249 0.330 0.000 0.764 0.000
BRD7 382 -1.103 0.125 2.048 0.249 0.297 0.000 0.801 0.000
BRDS 382 -1.209 0.125 1.645 0.249 0.332 0.000 0.776 0.000
BRDY9 382 -1.219 0.125 2.442 0.249 0.331 0.000 0.767 0.000
BRD10 382 -1.172 0.125 2.424 0.249 0.323 0.000 0.788 0.000
BRD11 382 -1.477 0.125 3.301 0.249 0.341 0.000 0.729 0.000
BRD12 382 -1.231 0.125 1.751 0.249 0.350 0.000 0.763 0.000
BRD13 382 -1.402 0.125 3.107 0.249 0.365 0.000 0.726 0.000
BRD14 382 -1.788 0.125 5.014 0.249 0.370 0.000 0.673 0.000
BRD15 382 -1.710 0.125 4.302 0.249 0.378 0.000 0.678 0.000
BRD16 382 -1.231 0.125 1.755 0.249 0.331 0.000 0.777 0.000
BRD17 382 -1.642 0.125 4.942 0.249 0.354 0.000 0.685 0.000
BRD18 382 -1.455 0.125 3.611 0.249 0.333 0.000 0.735 0.000
BRD19 382 -1.530 0.125 3.540 0.249 0.361 0.000 0.720 0.000
BRD20 382 -1.323 0.125 2.432 0.249 0.351 0.000 0.761 0.000
BRD21 382 -1.191 0.125 2.245 0.249 0.352 0.000 0.758 0.000
BRD22 382 -1.642 0.125 4.363 0.249 0.364 0.000 0.701 0.000
BRD23 382 -1.777 0.125 5.598 0.249 0.360 0.000 0.675 0.000
BRD24 382 -1.652 0.125 4.676 0.249 0.359 0.000 0.696 0.000
ATP1 382 -1.691 0.125 4.862 0.249 0.347 0.000 0.699 0.000
ATP2 382 -1.340 0.125 2.270 0.249 0.348 0.000 0.759 0.000
ATP ATP3 382 -1.707 0.125 4.482 0.249 0.356 0.000 0.691 0.000
ATP4 382 -1.657 0.125 5.184 0.249 0.355 0.000 0.680 0.000
ATPS5 382 -1.574 0.125 4.258 0.249 0.337 0.000 0.715 0.000
ATP6 382 -1.223 0.125 2.945 0.249 0.316 0.000 0.764 0.000
CAOl1 382 -1.462 0.125 2.495 0.249 0.330 0.000 0.751 0.000
CAO2 382 -1.450 0.125 3.562 0.249 0.353 0.000 0.733 0.000
CAO CAO3 382 -1.447 0.125 3.952 0.249 0.355 0.000 0.724 0.000
CAO4 382 -1.420 0.125 2.711 0.249 0.355 0.000 0.742 0.000
CAOS 382 -1.291 0.125 2.562 0.249 0.323 0.000 0.773 0.000
CAO6 382 -1.324 0.125 3.007 0.249 0.325 0.000 0.756 0.000
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CAO7 382 -1.424 0.125 2.648 0.249 0.335 0.000 0.753 0.000
CAO8 382 -1.274 0.125 2477 0.249 0.341 0.000 0.770 0.000
BP1 382 -1.856 0.125 6.808 0.249 0.382 0.000 0.632 0.000
BP2 382 -1.573 0.125 5.515 0.249 0.350 0.000 0.682 0.000
BP3 382 -1.504 0.125 5.176 0.249 0.340 0.000 0.688 0.000
BP4 382 -1.523 0.125 4.824 0.249 0.337 0.000 0.711 0.000
BP5 382 -1.565 0.125 4.393 0.249 0.350 0.000 0.716 0.000
BP BP6 382 -1.699 0.125 5.065 0.249 0.362 0.000 0.690 0.000
BP7 382 -1.714 0.125 5.721 0.249 0.360 0.000 0.672 0.000
BPS§ 382 -1.506 0.125 4.469 0.249 0.331 0.000 0.720 0.000
BP9 382 -1.433 0.125 4.583 0.249 0.345 0.000 0.715 0.000
BP10 382 -1.491 0.125 3.852 0.249 0.311 0.000 0.740 0.000
BPI11 382 -1.354 0.125 3.703 0.249 0.336 0.000 0.750 0.000
BP12 382 -1.505 0.125 3.789 0.249 0.321 0.000 0.743 0.000
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Appendix (E) Cross Loading Result

Construct Q.# FCI IFF BST | EAF | RDS | BRD | ATP | CAO BP
FCIl1 0.859 | 0.681 | 0.807 | 0.677 | 0.709 | 0.679 | 0.649 | 0.596 | 0.698

FCI2 0.885 | 0.667 | 0.736 | 0.683 | 0.646 | 0.721 | 0.690 | 0.650 | 0.721

FCI FCI3 0.866 | 0.736 | 0.680 | 0.779 | 0.647 | 0.697 | 0.765 | 0.634 | 0.702
FCI4 0.876 | 0.665 | 0.664 | 0.689 | 0.630 | 0.669 | 0.666 | 0.614 | 0.709

FCI5 0.876 | 0.723 | 0.669 | 0.706 | 0.618 | 0.608 | 0.601 | 0.520 | 0.612

FCI6 0.798 | 0.673 | 0.587 | 0.650 | 0.610 | 0.590 | 0.585 | 0.516 | 0.588

IFF1 0.721 | 0.844 | 0.692 | 0.668 | 0.640 | 0.638 | 0.611 | 0.559 | 0.637

IFF2 0.688 | 0.804 | 0.639 | 0.613 | 0.595 | 0.586 | 0.581 | 0.504 | 0.570

IFF IFF3 0.706 | 0.903 | 0.743 | 0.685 | 0.645 | 0.616 | 0.655 | 0.539 | 0.622
IFF4 0.663 | 0.890 | 0.669 | 0.681 | 0.651 | 0.617 | 0.617 | 0.537 | 0.595

IFF5 0.681 | 0.883 | 0.726 | 0.655 | 0.652 | 0.612 | 0.622 | 0.507 | 0.608

FD IFF6 0.695 | 0.844 | 0.707 | 0.690 | 0.683 | 0.669 | 0.653 | 0.612 | 0.650
BSTI 0.645 | 0.746 | 0.801 | 0.698 | 0.653 | 0.700 | 0.700 | 0.645 | 0.679
BST2 0.712 | 0.711 | 0.873 | 0.724 | 0.682 | 0.741 | 0.725 | 0.662 | 0.782

BST | BST3 0.750 | 0.710 | 0.905 | 0.702 | 0.674 | 0.762 | 0.708 | 0.697 | 0.761
BST4 0.714 | 0.732 | 0.937 | 0.713 | 0.717 | 0.753 | 0.709 | 0.662 | 0.756
BSTS5 0.740 | 0.684 | 0.910 | 0.713 | 0.708 | 0.779 | 0.712 | 0.706 | 0.771
EAFI 0.652 | 0.562 | 0.589 | 0.820 | 0.465 | 0.690 | 0.651 | 0.683 | 0.615
EAF2 0.663 | 0.638 | 0.594 | 0.882 | 0.566 | 0.719 | 0.697 | 0.686 | 0.659

EAF EAF3 0.671 | 0.725 | 0.669 | 0.861 | 0.580 | 0.645 | 0.649 | 0.572 | 0.618
EAF4 0.615 | 0.525 | 0.550 | 0.841 | 0.513 | 0.695 | 0.670 | 0.664 | 0.621
EAF5 0.702 | 0.663 | 0.693 | 0.827 | 0.691 | 0.733 | 0.767 | 0.634 | 0.708
EAF6 0.753 | 0.732 | 0.879 | 0.796 | 0.738 | 0.768 | 0.737 | 0.704 | 0.758
RDS1 0.723 | 0.678 | 0.693 | 0.679 | 0.926 | 0.691 | 0.703 | 0.595 | 0.700

RDS RDS2 0.599 | 0.590 | 0.669 | 0.607 | 0.890 | 0.695 | 0.699 | 0.612 | 0.685
RDS3 0.667 | 0.678 | 0.739 | 0.585 | 0.869 | 0.680 | 0.652 | 0.588 | 0.683
RDS4 0.669 | 0.712 | 0.659 | 0.675 | 0.873 | 0.674 | 0.697 | 0.612 | 0.685
BRD1 0.683 | 0.649 | 0.721 | 0.661 | 0.694 | 0.753 | 0.704 | 0.643 | 0.716
BRD2 0.652 | 0.669 | 0.761 | 0.654 | 0.687 | 0.774 | 0.764 | 0.703 | 0.811
BRD3 0.479 | 0.441 | 0.596 | 0.616 | 0.478 | 0.828 | 0.679 | 0.766 | 0.718
BRD4 0.563 | 0.521 | 0.678 | 0.652 | 0.555 | 0.807 | 0.712 | 0.741 | 0.708
BRDS5 0.663 | 0.608 | 0.697 | 0.692 | 0.604 | 0.828 | 0.798 | 0.812 | 0.788
BRD6 0.549 | 0.470 | 0.534 | 0.675 | 0.527 | 0.786 | 0.714 | 0.771 | 0.684
BRD7 0.576 | 0.526 | 0.653 | 0.562 | 0.608 | 0.773 | 0.662 | 0.671 | 0.710
BRDS§ 0.473 | 0.433 | 0.509 | 0.582 | 0.637 | 0.745 | 0.646 | 0.734 | 0.648
BRD9 0.630 | 0.574 | 0.651 | 0.702 | 0.593 | 0.819 | 0.724 | 0.761 | 0.743
BRD10 | 0.608 | 0.656 | 0.682 | 0.699 | 0.641 | 0.783 | 0.748 | 0.662 | 0.714
BRDI11 | 0.556 | 0.531 | 0.630 | 0.634 | 0.575 | 0.811 | 0.715 | 0.741 | 0.748

CG BRD BRD12 | 0.553 | 0.547 | 0.622 | 0.659 | 0.507 | 0.809 | 0.681 | 0.736 | 0.697
BRDI13 | 0.571 | 0.554 | 0.694 | 0.689 | 0.575 | 0.855 | 0.733 | 0.838 | 0.746
BRDI14 | 0.662 | 0.670 | 0.752 | 0.722 | 0.630 | 0.798 | 0.777 | 0.719 | 0.769
BRDIS | 0.682 | 0.650 | 0.681 | 0.739 | 0.599 | 0.746 | 0.732 | 0.660 | 0.708
BRDI16 | 0.609 | 0.530 | 0.531 | 0.663 | 0.534 | 0.732 | 0.698 | 0.728 | 0.659
BRDI7 | 0.684 | 0.645 | 0.751 | 0.684 | 0.635 | 0.821 | 0.762 | 0.716 | 0.774
BRDI18 | 0.616 | 0.582 | 0.701 | 0.688 | 0.635 | 0.830 | 0.757 | 0.770 | 0.768
BRD19 | 0.655 | 0.593 | 0.643 | 0.640 | 0.769 | 0.749 | 0.721 | 0.682 | 0.702
BRD20 | 0.589 | 0.557 | 0.651 | 0.721 | 0.609 | 0.841 | 0.762 | 0.758 | 0.744
BRD21 | 0.557 | 0.518 | 0.608 | 0.685 | 0.580 | 0.790 | 0.726 | 0.763 | 0.715
BRD22 | 0.690 | 0.601 | 0.772 | 0.709 | 0.700 | 0.815 | 0.728 | 0.734 | 0.770
BRD23 | 0.733 | 0.648 | 0.841 | 0.716 | 0.699 | 0.786 | 0.748 | 0.699 | 0.771
BRD24 | 0.667 | 0.643 | 0.742 | 0.744 | 0.649 | 0.803 | 0.776 | 0.747 | 0.809

ATPI 0.678 | 0.612 | 0.724 | 0.680 | 0.617 | 0.820 | 0.837 | 0.773 | 0.817

ATP | ATP2 0.577 | 0.519 | 0.583 | 0.719 | 0.542 | 0.772 | 0.834 | 0.780 | 0.689
ATP3 0.713 | 0.678 | 0.764 | 0.720 | 0.690 | 0.777 | 0.848 | 0.747 | 0.765
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ATP4 0.614 | 0.632 | 0.654 | 0.683 | 0.835 | 0.736 | 0.820 | 0.698 | 0.733
ATPS5 0.676 | 0.637 | 0.669 | 0.714 | 0.623 | 0.783 | 0.876 | 0.763 | 0.791
ATP6 0.649 | 0.610 | 0.690 | 0.728 | 0.641 | 0.770 | 0.877 | 0.738 | 0.787
CAOl 0.504 | 0.462 | 0.549 | 0.628 | 0.500 | 0.771 | 0.720 | 0.837 | 0.681
CAO2 | 0.600 | 0.557 | 0.708 | 0.678 | 0.568 | 0.825 | 0.789 | 0.896 | 0.799
CAO3 0.671 | 0.645 | 0.781 | 0.712 | 0.662 | 0.867 | 0.869 | 0.903 | 0.866
CAO CAO4 | 0.575 | 0.509 | 0.641 | 0.671 | 0.522 | 0.791 | 0.725 | 0.904 | 0.712
CAOS5 | 0.568 | 0.561 | 0.609 | 0.652 | 0.579 | 0.748 | 0.738 | 0.820 | 0.705
CAO6 | 0.608 | 0.559 | 0.707 | 0.709 | 0.576 | 0.828 | 0.771 | 0.884 | 0.786
CAO7 | 0.586 | 0.520 | 0.647 | 0.683 | 0.549 | 0.770 | 0.726 | 0.853 | 0.726
CAO8 | 0.579 | 0.500 | 0.557 | 0.650 | 0.688 | 0.701 | 0.713 | 0.750 | 0.677
BP1 0.705 | 0.643 | 0.773 | 0.678 | 0.744 | 0.820 | 0.770 | 0.751 | 0.895
BP2 0.696 | 0.627 | 0.759 | 0.717 | 0.662 | 0.840 | 0.808 | 0.771 | 0.900
BP3 0.699 | 0.630 | 0.768 | 0.695 | 0.667 | 0.834 | 0.793 | 0.758 | 0.893
BP4 0.665 | 0.563 | 0.720 | 0.658 | 0.594 | 0.799 | 0.766 | 0.786 | 0.894
BP5 0.676 | 0.590 | 0.662 | 0.717 | 0.647 | 0.777 | 0.791 | 0.722 | 0.859
BP BP6 0.660 | 0.575 | 0.678 | 0.644 | 0.645 | 0.779 | 0.761 | 0.746 | 0.856
BP7 0.628 | 0.647 | 0.681 | 0.636 | 0.836 | 0.720 | 0.740 | 0.659 | 0.769
BP8 0.674 | 0.589 | 0.668 | 0.714 | 0.585 | 0.743 | 0.746 | 0.749 | 0.811
BP9 0.643 | 0.679 | 0.708 | 0.690 | 0.665 | 0.754 | 0.769 | 0.677 | 0.827
BP10 0.632 | 0.575 | 0.703 | 0.654 | 0.627 | 0.770 | 0.762 | 0.732 | 0.828
BPI11 0.664 | 0.596 | 0.770 | 0.683 | 0.609 | 0.819 | 0.763 | 0.798 | 0.858
BP12 0.689 | 0.612 | 0.800 | 0.695 | 0.677 | 0.820 | 0.778 | 0.784 | 0.873
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Appendix (F) Research Questionnaire English Version

Questionnaire

Dear Participant,

In your hands is a questionnaire distributed by a Ph.D. student in the Strategic Management
program at the School of College of Graduate Studies—Arab American University of Palestine.
The study topic is “Family Dynamics and Business Performance in Palestinian Industrial

Family Businesses: The Moderating Role of Corporate Governance”.

Completing the questionnaire is expected to consume approximately 10-15 minutes of your
time, and the gathered information will contribute to academic research. Your participation is
entirely anonymous, and there is no need to provide your name or department. The compiled
data will be presented solely as summary statistics. Your involvement in this survey is optional,
and you can refrain from answering any questions. By responding to all questions, you signify

your agreement to participate.

Your participation is greatly valued, as your input will significantly contribute to the study's

findings.

If you have any questions concerning the research or the questionnaire, please don't hesitate to

reach out to the researcher on the mobile number provided: 00972-599579000.

Bassam Abdel-Rahim Isma’el Hamid

Thanks for your cooperation and time

*Part One (Demographics Data). Please fill in the following

173



1. Age:

[ ] Less Than 20 years old
[ ] From 20 to 30 years old
[ ] From 31 to 40 years old
[ ] More Than 40 years old

2. Gender: -
[ ] Male

[ ] Female

3. What is your highest Educational Degree?
[ ] Nothing

[ ] High School

[ ] Diploma Degree

[ ] Bachelor’s Degree

[ ] Master’s or Higher Degree

4. Institution Location
[ ]Jenin

[ ] Tubas & Northern Valleys
[ ] Tulkarm

[ ] Nablus

[ ] Qalqiliya

[ ] Salfit

[ ] Ramallah & Al-Bireh
[ ] Jericho & Al-Aghwar
[ ] Jerusalem

[ ] Bethlehem

[ ] Hebron

5. Institution Operation
[ ] Less than 2 years
[ ] From 3 to 6 years
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[ ] From 7 to 10 years
[ ] More than 10 years

6. Institution Size
[ ] Medium (From 20 to 50 employees)
[ ] Large (More than 50 employees)

7. Institution Activity

[ ] Food products industry

[ ] Wood and cork products industry

[ ] Stone and marble industry

[ ] Solar energy and renewable energy industries
[ ] Paper industries

[ ] Pharmaceutical industries

[ ] Precious metals industry

[ ] Engineering and metal industries

[ ] Agricultural and food products industry

[ ] Soft drinks, juices, and water industry

[ ] Metal industry

[ ] Metal and wooden furniture manufacturing

[ ] Chairs, tables, and desks factory

[ ] Trade

[ ] Concrete factory

[ ] Leather and footwear industries

[ ] Furniture

[ ] Chemical industries

[ ] Agricultural plows — trolleys — waste containers, etc.

[ ] Cosmetics products
*Part Two (Questionnaires)

Please indicate the level of your agreement or disagreement with the statement as it reflects your satisfaction.

Mark the appropriate response with an (X): Strongly Disagree, Disagree, Neutral, Agree, or Strongly Agree.
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Family Dynamics

Dimensions & Indicators

The majority of the shares in my family business are owned by family

L members.
5 In my family business, family members exert control over the company’s
) strategic decisions.
In my family business, most executive positions are occupied by family
Family Control 3. members.
and Influence 4 In my family business, nonfamily managers and directors are named by
" | family members.
5. The board of directors is mainly composed of family members.
6 Preservation of family control and independence is are important goal for
’ my family business.
7. Family members have a strong sense of belonging to my family business.
2 Family members feel that the family business’s success is their own
success.
Identification of 9 My family business has a great deal of personal meaning for family
. members.
Family Members
o e Wl 10. | Being a member of the family business helps define who we are.
1. Family members are proud to tell others that we are part of the family
business.
12, Customers often associate the family name with the family business’s
products and services.
13. My family business is very active in promoting social activities at the
community level.
14, In my family business, nonfamily employees are treated as part of the
family.
Bftuding Sow] 15. In my family bus.iness? contractual relationships are mainly based on trust
Ties anq ngrms of rec1pr0.01ty. . . N -
Building strong relationships with other institutions (i.e., other
16. | companies, professional associations, government agencies, etc.) is
important for my family business.
17, Contracts with suppliers are based on enduring long-term relationships in
my family business.
18, Emotions and sentiments often affect decision-making processes in my
family business.
19, Protecting the welfare of family members is critical to us, apart from
personal contributions to the business.
Emotional 20, In my family business, the emotional bonds between family members are
Attachment of very strong.
Family Members 71, In my family business, effective considerations are often as important as
economic considerations.
2. Strong emotional ties among family members help us maintain a positive
self-concept.
23. | In my family business, family members feel warmth for each other.
Renewal of 24 Continuing the family legacy and tradition is an important goal for my
Family Bonds " | family business.
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Through
Dynastic
Succession

Family owners are less likely to evaluate their investment on a short-term

25 basis.

26. Family members would be unlikely to consider selling the family
business.

27 Successful business transfer to the next generation is an important goal

for family members.

Corporate Governance Dimensions & Indicators

28. | All directors attended 75% of board meetings or had a valid excuse
29. | The CEO serves on the boards of two or fewer public companies
30. | The board is controlled by more than 50% independent outside directors
31. | The board size is greater than five but less than 16
32. | The CEO is not listed as having a related-party transaction
33, The compensation committee is composed solely of independent
outsiders
34. | Chairman and CEO positions are separated, or there is a lead director
35. | Nominating committee composed solely of independent outsiders
36. | The governance committee exists and has met in the past year
37. | Shareholders vote on directors selected to fill vacancies
38. | Governance guidelines are publicly disclosed
Board 39. | Annually selected board (no staggered board)
40. | Policy exists on outside directorships (four or fewer boards is the limit)
41. | Shareholders have cumulative voting rights
42. | Shareholder approval is required to increase/decrease the board size
43. | Majority vote requirement to amend charter/bylaws (not supermajority)
44. | The board has the express authority to hire its advisers
45. | Performance of the board is reviewed regularly
46. | Board-approved succession plan in place for the CEO
47 Qutside directors meet without the CEO and disclose the number of
times met
48. | Directors are required to resign a change in job
49, The board cannot amend bylaws without shareholder approval, or can do
so only under limited circumstances
50. | Does not ignore shareholder proposal
51. | Qualifies for proxy contest defenses combination points
52. | Single class, common shares
53. | Majority vote requirement to approve mergers (not supermajority)
T — 54. | Shareholders may call special meetings
provisions 55. | Shareholders may act by written consent
56, The company either has no poison pill or a pill that is shareholder-
approved
57. | The company is not authorized to issue a blank check preferred
58. | Directors are subject to stock ownership requirements
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59.

Executives are subject to stock ownership guidelines

60. | No interlocks among compensation committee members
61. | Directors receive all or a portion of their fees in stock
Compensation 62. | All stock-incentive plans adopted with shareholder approval
and ownership 63. | Options grants align with company performance and a reasonable burn rate
64 Officers’ and directors’ stock ownership is at least 1% but not over 30% of
" | the total shares outstanding
65. | Repricing prohibited
Business Performance Indicators Much Worse Much better
than competitors than competitors
1 2 3 4 5
66. | Our sales growth
67. | The market share gains for us
68. | Our sales growth rate
69. | The after-tax return on assets
70. | The net profits after taxes
71. | Our financial liquidity
72. | Our public image
Business 73. | Our customer compliments
Performance
74. | Our customer loyalty
Never Seldom Often Mostly Always
1 2 3 4 5
75 To what extent are suggestions on doing things differently made in your
" | organization?
76 To what extent is the way work is done in your organization being
" | changed?
77 To what extent are new ideas converted into viable business opportunities

in your organization?
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Appendix (G) Research Questionnaire Arabic Version
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Appendix (H) IRB Approval Letter
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Institutional Review Board - Ramallah ""\\ )

IRB Approval Letter

Study Title: “Family Dynamics and Business Performance in Palestinian Industrial Family
Businesses: The Maderating Role of Corporate Governance™.

Submitted by: Bassam Abd Alraheem Hamid

Date received: 27 May 20235
Date reviewed: 1¥ June 2023

Date approved: 3% Junc 2023

Your Study titled “Family Dvnamics and Business Performance in Palestinian Industrial Family
Businesses: The Moderating Role of Corporate Governance™ with the code number “R-
2025/A/38/N” was reviewed by the Arab American University Institutional Review Board - Ramallah
and it was approved on the 3" of June 2025.

Sajed Ghawadra, PhD
IRB-R Chairman
Arab American University of Palestine

~
=

General Conditions:
[. Valid for 6 months from the date of approval.
2, Itis important to inform the IRB-R with any modification of the approved study protocol.
3. The Bord appreciates a copy of the research when accomplished.

Ooslanall — 1 2!
Tel: 02-294-1599 E-Email: IRB-Ri@asup.cdu Website: www savp.edu
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