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ABSTRACT

The role that family firms play in a country's march toward
industrialization is a subject which has divided students of economic
development into two groups: those who believe that patrimonial enter-
prises promote industrial growth and those who hold the contrary to be
true.

Among the various charges made against family firms, the most
serious ones are those of nepotism, conservatism, patema.‘ttm, centra-
lization of authority, lack of planning, placing inordinate stress on
safety and security. Patrimonial managers, it is argued, tend to view
their enterprise as a sort of private kingdom. For them the business
is a family affair, to be run and controlled by the family in the in-
terests of the family.

Other students of economic development are inclined to reject
such arguments and maintain that family firms have in fact an important
role to play in the early stages of industrialization. In countries
which are in a "transitional stage," the argument goes, the family may
be the main source of initial capital for investment. Moreover, the
family's "backing" may be the best--if not the only--means for secur-
ing bank loans. It is also argued that in an industrializing society
where men cannot rely on strangers to give faithful service, the fa-
mily may be the most effective unit for large-scale enterprise.

From all that has been said and written on this topic, it would
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appear that while femily firms may have an important function to fulfill
in the early stages of industrialization, there comes a point where they
are more likely to hinder rather than promote industrial growth. The
patrimonial enterprise is usually most effective in small and relatively
simple organizations such as retail and wholesale trade, craft indus-
tries, and small or medium-sized industrial plants. In such cases it

is relatively easy for the family, particularly the extended form, to
recruit and generate from within its own orbit most of the managerial
resources needed, However, if large-scale and complex enterprise is
either required or undertaken, the family is eventually forced to bring
in outsiders, whose qualifications are mainly professional training and
competence. In short, technological and organizational development
tends to favor professionally oriented or careerist rather than patri-
monial management.

It is particularly interesting to study the role that family
firms play in Lebanon's industrial growth for a number of reasons.
First, Lebanon is a country where most businesses are family enterprises.
Second, most of the importent industrial enterprises happen to be fa-
mily firms. Third, the envircnment presents certain peculiarities which
have much in common with some of the charges made against patrimomnial
enterprises. For example, family loyalty is a basic value-orientation
in Lebanese society. The family is the fundamental social unit, and
family obligations take precedence over other obligations. Since serv-
ing one's family is a first prerequisite for gaining approval, the

natural outcome of such a state of affairs is the prevalence of nepotism.



Economically speaking, the country is in a "transitional stage".
While trade remains the main activity of the Lebanese, the industrial
sector is nevertheless growing. There is, however, a serious short-
age of medium-and long-term credit facilities, and no organized money
market exists.

The inquiry concerning the role that family firms play in Le-
banon's industrial growth centered around the case-studies of ten pat-
rimonial enterprises. Depth~interviews were conducted in these orga-
nizations, and the information thus collected was examined in the light
of the theoretical framework. Some unexpected results emerged from
the analyeis. For example, no apparent sign of nepotism was found in
any of the family firms. It was also discovered that Lebanese patri-
meniel enterprises, far from trying to maintain the status quo, are
eager to adopt new techniques and products whenever investigations in-
dicate that they are likely to be profitable.

But of course, the picture is not entirely rosy. There are
some dark spots. For example, centralization of authority prevails
in all ten family firms. However, such centralization is not of the
"suffocating" type. While there is no vertical delegation of autho-
rity, there is, on the other hand, an effective horizontal sharing of
decision-making power,

In short, the general conclusion that emerges from the present
study is that at this stage of Lebanon's economic development, family

firms cannot be accused of retarding the country's industrial growth.



On the contrary, there are good reasons to believe that in this stage

of transition family enterprises have an important function to perform,
both as a source of capital and as a basis for "trust" between business
associates. Many of the charges made against family firms elsewhere
must be qualified when it comes to patrimonial enterprises operating

in Lebanon. There are two reasons for that: either the accusation has
no foundation (as in the case of conservatiem, for example), or the
charge made cannot be considered as peculiar to family firms but applies

to all industrial concerns operating in the country.
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PART I

THECORETICAL FRAMEWORK



CHAPTER I
INTRODUCTION

I. GENERAL PROBLEM

It is often stated in the literature on economic growth that
among the cultural factors impeding development is the extended family
system, The extended family's control of an enterprise, the argument
goes, enables less competent members of the family to hold managerial
positions for which their training and ability would not otherwise
qualify them, The effective decision-making authority is centered
in the family, and the goals of the enterprise are oriented toward
the interests and the aspirations of the family, Family loyalty and
obligations take precedence over other loyalties and obligations.

Let us examine some of the outcomes of such a state of affairs.

In these family-dominated enterprises authority is highly
centralized. Patrimonial mnageral are reluctant to delegate authority
and they tend to think of their authority in terms of personal power
rather than in terms of a necessary function related to, and coordinated

with, other equally necessary functions within the enterprise. The

1Tho term is used here as defined by Harbison and Myers:

"Patrimonial management is business management in which ownership,
major policy-meking positions, and a significant proportion of other
jobs in the hierarchy are held by members of an extended family."
(Frederick Harbison and Charles A, Myers, Management in the Industrial

World: An International Analysis (New York: McGraw-Hill Book Company,
Inc., 19595, Pe 39.} .
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enterprise is seen as some sort of private kingdom. From the view=-
point of the efficiency of the firm, the consequences of the reluct-
ance to delegate authority are usually very negative, to the point
that they may even jeopardize the possibility of its perpetuation
and further development. In fact, the logical cutcome of the refusal
to delegate authority is the unwillingness or the inability to train
junior executives and young assistants. Another outcome is the ab-
sorbtion of the owner-managers in day-to-day details of operationj no
time is found to reflect, plan, and determine future policies.

An immediate consequence of this highly centralized authority
is the lack of precise job definitions and classifications. It is
rare to find in family firms a clear functional and organizational
chart. Job analysis, job description, and precise relations between
one job and the other are problems still to be tackled.

Another detrimental outcome of patrimoniasl management is that
foremen are not considered part of management.

Without competent foremen, the ability and desire

to apply technical improvements in the work process

will be weakened, and productivity will suffer cor-

respondingly. Securing effective first-line super-

visors requires that top management make an invest-

ment in their training and development and also give

them the necessary authority to carry out the res-

ponsibilities which have been assigned to them., In

other words, effective first-line supervisors must

be made a part of management, if their are to help
achieve the goals of the enterprise.

lbide, pe 30.



It is argued that the motivations of professional managers
differ from those of patrimonial managers. The pressures operating
on the professional managers are predominantly thechnology-oriented,
manifesting themselves in concern for the relatively full utilization
of natural and humen resources within the economy, resulting eventual-
ly in full employment, high productivity and wages, and lower prices.
These managers are motivated by an almost sportsmanlike desire to
expand production and improve the competitive ability of the firm in
the economy. In contrast, patrimonial managers appear to be profit-
minded in an exclusive sense which rarely goes beyond the members and
interests of the family. They aim at a high profit per unit of pro-
duction whether this means expansion of production or not.

The conservatism of family firms has also been widely decried.
Owner-managers, it is held, are inclined to maintain the status quo.
They tend to stick to old methods and lack this willingness to venture
and to learn which is an essential condition of economic development.

These, then, are same of the arguments advanced to support the
view that the extended family is, more often than not, unfavorable to
economic growth, and that family-dominated enterprises are bound to
be inefficiently managed. To quote the authors of Industrialism and

Industrial Man,

In the pre-industrial society, loyalty and obligations
to the compoeite family are considered 'good' and family-
ocriented behavior is commendable, But in advanced indus-
trializing countries, preference for family members--whe-
ther in managerial positioms or in industrial employment--
is called 'nepotism' and considered undesirable... The



logic of the industrialization process requires that

pelection and promotion be made on the basis of abili-

ty and competence. Thus, industrialization inexorably

clashes with the joint family; it demands performance

and loyalty to the enterprise and to the onk group

rather than to the extended family as such.

But students of economic development do recognize that there
are some circumstances in which the extended family may promote rather
than impede development. In countries where the family is ome of the
dominating social institutions in the society, the family enterprise
is a simple and logical instrument of business activity. In an in-
dustrializing society "...where men cannot rely on strangers to
give faithful service, the family may be the most effective unit for
large scale onterprin."z It may be the main source of initial capital
for investment when only close relatives may be persuaded to lend
money. Patrimonial menagement may be especially effective in the
early stages of industrial development. "In a society where trained
skills are scarce and the sons of the wealthy have much of the train-
ing, nepotism may be relatively com:lesa."5 If the key members of
the family dynasty are competent, well educated, and diligent, patrimon-

ial management may be quite dynamic. This is well illustrated by some of

101uk Kerr, John T, Dunlop, Frederick H, Harbison, and Charles

A. Myers, Industrialism and Industrial Man (Cambridge, Massachusetts:
Harvard University Press, 19355, P 8l.

%. Arthur Lewis, The Theory of Ecomomic Growth (Lomdon: George
Allen and Unwin Ltd., 1955), p. 114.

3Harbiscn and Myers, op.cit., p. 20.



the patrimonislly oriented enterprises in Germany in which the typical
industrialist is usually himself a man with extensive technical or
professional education. He frequently exerts great pressure upon his
sons or sons-in-law to prepare themselves for the responsibilities
they will be "called" to assume, Thus, when motivated by a creed of
hard work and determination to acquire or maintain a position of power,
the family enterprise can be a very effective agent of industrializa-
tion.

The issue presented above can be stated as follows: Does
patrimonial management breed inefficiency? In other words, do family-
dominated enterprises act as deterrents to industrial growth? Or
is the contrary true? That is, does patrimonial management foster
efficiency, as a result of which it may be said that family firms
promote industrialization? The present thesis is an attempt to ans-

wer these questions with respect to Lebanon.

II. LIMITATIONS

There are two limitations to the present study which are some-
how inevitable. The first concerns the size of the sample. Since it
is composed of only ten family firms, one may question the validity
of generalizations based on ite This, however, could hardly be con-
sidered as a very serious limitation. Given the nature of the present
research, the intensive approach appears to be more appropriate than
the extensive one. In such an inquiry, more relevant data could be

gathered by conducting depth-interviews in a limited number of firms



than by surveying superficially a larger number of enterpriues.l Al-
80, limitations of time and resources dictated the selection of a re-
latively small sample,

The ten family firms composing the sample were selected on
the basis of an objective criterion, namely, "largest number of em-
ployma."2 The reason for adopting such a criterion is that patri-
monial management is generally considered appropriate for small-
scale enterprises with a limited number of employees. It is held to
be inefficient only in firms which have already reached a certain
size. It would be inappropriate, then, to include small-sized family
firms in our sample since they have no bearing on the issue under
consideration.

The second limitation of the present research is its relative
deficiency in comparative analysis. The writer is fully aware that
collecting empirical material for both family and non-family firms
and then undertaking a comparative analysis of the findings would
have strengthened the conclusions reached. Due to limitations of
time and resources, such a comparative effort will have to be post-
poned until some future date. It certainly deserves an independent
research project. In spite of such limitations, however, attempts
were made to compare our findings with what other writers have said

about industrial enterprises in Lebanon.

lNeedless to say, penetrating analyses revolving around a
single case-study have been undertaken more than once in economics
and sociology.

2See Methodology, Appendix C.



The present research is a preliminary pilot study. It deals
with a topic which, in Lebanon, has hardly been touched. Though much
has been written about Lebanese industrial enterprises in general,
no intensive study of family firms and the role they play in the
country's merch towards industrialization was ever made. If this
paper succeeds in stimulating a frank exploration of the problem and

suggesting some new lines of thought, it will have served its purpose.



CHAPTER II
FAMILY FIEMS AND INDUSTRIALIZATION

In the final analysis, a nation's progress depends
upon its capacity to organize human activity. Organi-
zation is necessary io create a state, to build an
army, to propagate ideclogies and religions, or to car-
ry forward economic growth....In the march toward in-
dustrialism, capital, technology, and natural resources
are but passive agents. The active forces are 'human
agents' who create and control the organizations and
institutions which modern industrialism requires. They
are the ones who build and manage the enterprises which
combine natural resources, technology, and human effort
for productive pruposes. They shape the organizations
which link men together with new chains of authority
and suvbordination, which spawn the new centers of
power and thus accomylish the 'l::-ana_fgr-tion from
preindustrial to industrial society.

The recovery of the German economy from the shattering impact
of war and its aftermath has been one of the spectacular developments
in the postwar world. Several studies have been made of the factors
underlying the economic comeback of West Germany, and there is hardly
one which does not mention the efforts of management as instrumental
to such achievements. "Management has been identified as the major
agent of the '"Wirtschaftswunder' (economic miracle)... These men were
the organizers of West Germamy's phenomenal economic recovery and ex~

pansim\."z

lHarbison and Myers, op.oit., Ppe 3-4.

Z2Heins Hartwann, Authority and Orsanization im German -
ment (Princeton, New Jersey: Princeton University Press, 1959), P. 2.
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In the space of a half~century following the Meiji restoratiom
in 1868, Japan emerged from a feudal structure into a modern state with
a large sector of its ecomomy organized along industrial lines. "Japan
is poor in raw materials. She must import mot omnly food for her people
but also most of the raw cotton, petroleum, and irom ore for her fac=-
tories, Obviously, it is organization and management, rather than abun-
dance of raw materials or capital, which have been major determinants
and have enabled Japan to rise above the world's underdeveloped count-
ries."l

In the two examples cited above, management has been the key
factor in fostering economic development; conversely, management can
stand as an obstacle to industrial growth, as has been the case in
Brazil.

It has long been fashionable to attribute the de=-

ficiencies of the textile industry to its obsoles~

cent equipment, but a recemt report by the United

Nations Economic Commission for Latin America con=~

cludes that the principal reason for the low pro=-

ductivity in Brazil ie not the lack of modern equip-

ment (although that is very important, too, in some

of the older mills) but the poor,organization and

administration of the factories.

" While most, if not all, students of economic development re-
cognize the importance of management, they tend to disagree as to
whether patrimonial management is a hindrance to, or an agent of,

industrialization. For example, Landes and Sawyer have emphasized

lprederick Harbison, "Management in Jipan," in Harbison and
Myers, op.cit., p. 250.

%George Wythe, "Brazil: Trends in Industrial Development,"

Economic Growth: Brazil, India, Japan, eds. S. Kuznets, W.E. Moore,
end J. Spengler (Durham, N.C.: Duke EU!nmn:-m:y Press, 1955), Pe 43«
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that it is the family character of French business enterprises that
has been the main retarding factor in France's economic development,
while Habakkuk and Gerschenkron reject this thesis. Observes Habakkuk:

In the French case it looks as if the character of
enterprise was primarily a product of the economic
environment rather than the reverse. For foreign
concerns of France behaved in much the same way as
the French, and the great corporations behaved in
much the same way as the family. Moreover, the fa-
mily firm was a common feature of nineteenth century
capitalism, and elsewhere proved not only not in-
compatible with rapid progress but its main agent.

As to Gerschenkron, he points out that:

++emo8t of the factors mentioned by Professor Landes

find their counterpart in the German economy. The

strength of pre-industrial social values was, if

anything, greater in Germany than in France. The

family firm remained strong, and the lower entrepre-

neurial echelons behaved in a way which was hardly

different from that in France...Yet, the German rate

of industrial growth in the second half of the 19th

century exceeded that of France.?

According to these writers, the reason for the lag in French
growth is to be found elsewhere than in the family character of the
business enterprises.

In the light of such conflieting opinions it becomes appro-
priate to survey the literature in an effort to assess the role that
family firms play in industrialization. What empirical observations
have led certain students of economic development to consider family

firme as deterrents to industrial growth while other students, om

1§.J. Habakkuk, "The Historical Experience om the Basic Con-
ditions of Economic Progress," Economic Progress, ed. Leon H. Dupriez
(Louvain: Institut de Recherches Economiques et Sociales, 1955), p.
159.

2.llmnder Gerschenkron, "Social Attitudes, Entrepreneurship

and Economic Development," Ibid., p. 321.



12

the bagis of their investigations, reach the conclusion that family
firms are "agents of industrialization™? This inquiry into the pros
and cons advanced by students of economic development with respect

to the role played by family firms will be followed by a discussion

of the factors undermining patrimonial management.
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I. FANILY FIEMS AS DETERRENTS TO INDUSTRIAL DEVELOPMENT

A. Goals and Aspirations of Family Enterprises

It has often been observed that the goals and aspirations of
family enterprises are such that they run counter to any efficiemt or-
ganization and growth of the firm. Such observations have been made
in "relatively backward" countries--that is, countries that are no
longer predominantly agrarian nor yet fully industrialized--like France
and Italy, and in countries still less developed, like Latin America,
where a large proportion of firms are family firms. These family en-
terprises have been typically preoccupied with assuring the status of
the fapily over time, "trying to make the business into a family an-
nuit;y,‘l maximizing security and continuity rather than any combina-
tion of more dynamic objectives.

In France and Italy, for example, it is often impossible to
distinguish between the objectives of the family and the objectives
of the firm. As David Landes points out in a penetrating study of
French business enterprise, "The business is not an end in itself,
nor is its purpose to be found in any such independent ideal as pro-
duction or service. It exists by and for the family, and the homor,
the reputation and wealth of the one are the honor, wealth, and repu-

tation of the oi;her."'2 Franco Ferrarotti, in his study of Italian

lJohn E. Sewyer, "Social Structure and Economic Progress:
General Propositions and Some French Examples," The American Economic
Review, Vol, XLI (May, 1951), p. 327.

zDu.vid S. landes, "French Business and the Businessman: A
Social and Cultural Analysis," Modern France: Problems of the Third
and Fourth Republics, ed. Edward Mead Earle (Princeton, New Jersey:
Princeton University Press, 1951), p. 336.




business enterprise, observes that "Business in Italy is never regarded
as an end in itself. Business is a pure and simple means, one of many
and probably not the best one; the end, supreme and all-pervading, is
the family--its economic security, its social prestige and respectabi-
lity, its moral hauocr."l

In such a system, the compulsive urge toward growth inherent
in business for the sake of bulin‘on is either diluted or absent. In
France, the family firm, large or small, is run like & household or,
more specifically, a bourgecis household. The primary concern is to
live well within one's means, saving as much as possible. Translated
into business terms, the main objective is to avold use of credit and
to make the highest rate of profit possible on a given turnover; to
amortize expemses rapidly and build up huge reserves; and to finance
expansion out of such reserves, or by what the French call “auto-
t‘:lm.ncemoa!n'c.“2

The inhibitive effect of this emphasis on conservation and
consolidation is reinforced by an all-overriding concern for family
independence. The French entrepreneur is inclined, if anything, to
postpone opportunities for development, simply because expansion might
sooner or later campel recourse to outside capital and seriously, if

not definitively, compromise the exclusive character of the enterprise.

lrra.nno Ferrarotti, "Management in Italy," in Harbison and
mr', OE.cito, Pe 2470

zl‘ndel, gp.cit., Pe 3580
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This concern to keep free of debt and to avoid reliance on outside cre-
dit makes the businessman "a care-taker rather than a rink-takor."l

The growth of family firms is also limited in other ways. Be-
cause of the increasing difficulties of management when the size of
the firm expande, and because they do not want to bring in “outsiders",
the owners of family firme might prefer to be content with only & 1limi-
ted rate of developnent.z This is true even in Germany, a country
where, in contrast to France and Italy, owner-managers are known for
their dynamism, FHeinz Hartmann, in his case study of a family firm,
reporte that "the family of the owner once declinedto buy up an adja-
cent establishment of its own branch of business because 'we feared
the company would grow too big for personal r.u:m'a:mll.."'5

Furthermore, a strong family system impedes mergers and other
changes in ownership desirable for higher levels of technological ef-
ficiency and better adjustment to markets. In his study of business
enterprise in Puerto Rico, Thomas Cochran writes, "Many sugar centrals
had become uneconomically small, yet in spite of wide recognition of
this fact, there were no mergers of these family-owned mills... These
entrepreneurs would not reconcile themselves to giving up their prop-

rietorships by merging their interests with those of other £‘a.m:ll:l.¢m."4

lFrederiok Harbisom and Eugene Burgess, "Modern Management in
Weet;rn Furope," The American Journal of Sociology, Vol. LX, No.l(July,
1954)y Pe 19.

2(:.ll. Vakil and P.R. Brahmanand, "Technical Knowledge and Ma-
nagerial Capacity as Limiting Factors on Industrial Expansion in Umder-
developed Countries," in Dupriez (ed.), op.cit., p. 283.

hrm' oe.o’.t., Pe T2.

4mmomas C. Cochran, "Cultursl Factors in Economic Growth," The
Journal of Economic History, Vol. XX, No. 4 (December, 1960), p. 523'.—
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Family interests may dictate the form of business organizatiom.
It is interesting to note in this connection that in France the greatest
company of machine builders and engineers, Le Creusot, despite the fact
that its shares are actively traded onm the exchange, remains a partner-
ship in which the active partners have been drawn for over ome hundred
years exclusively from the Schneider fsmily.l The very business form
of which Le Creusot is ome of the outstanding examples, the "commandite
par a.otima,"z is proof of the desire to get outside capital without
yielding perscnal and family control and responsibility.

The same spirit of "xenophobia" characterizes the family firm
in Latin America. To quote Stanley Stein,

Small groups of industry-minded men had set up the
early textile mills...Inheritance only distributed
the solid blocks of shares among numerous relatives,
and marriage within the groups crystallized new groups
related to the older stockholding family members...
There was the traditional principle of insulating the
corporation from cutsiders. Company statutes were
fashioned as far as possible to avoid, within the law,
entrance of outsiders into the corporation without
the consent, tacit or expressed, of all the stock-
holders, as well as to maintain an equitable system
of stock transfers and to guarantee the stability of
the company administration. Preservation of the in-
dustrial patrimony—-'stebility'--was facilitated by
avoiding any divorce between ownership and management.
Into the mills were niched the sons, somns-in-law,
nephews, and godchildren of the mgenentJ

llnndos, op.cit., p. 337.

2The “commandite par actions™ is a form of sleeping partnership
whose distinguishing characteristic is the representation of ownership,
as opposed te management, by stock negotiable in the market. The active
partners, as might be expected, are in sole charge of operations and
are liable to the full extent of their fortunes for any debts incurred
by the company. This type of firm has also been popular in Germany,
where it is known as & "Kommanditgesellschaft auf Aktiem". It is in-
teresting to note that although the same form of business organizatiom
is provided for by statute in various states of the United States, it
has, for all intents and purposes, never been used.

5S'ta.n10y J. Btein, "The Bragzilian Cotton Textile Industry,
1RARN-108N .M §m Fnomota a+ 1. (ade ) An.ndid. =n. AZA.
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Finally, it should be noted that an attitude such that of the
French owner-manager has significant political implications. "It means
that much that the country does is judged primarily or exclusively ac-
cording to its effect on the fortunes of the family, and that loyalty
to family interest is placed before loyalty to the govermnment or to
some such abstract principle as respect for law...The result is a lack
of good citizenship, which shows itself in a variety of ways, such as,

for example, tax ms:l.on."l

B. Inefficiency of Patrimonial Management
1. Nepotism and Family Loyalty

As indicated earlier, the extended family's control of an en-
terprise may enable less competent members of the family to hold mana-
gerial positions for which their training and ability would not other-
wise qualify them, Family-dominated enterprises are characterized by
the fact that obligations to the family take precedence over the obli-
gations or ethics of business, with the result that family ties rather
than education and training constitute the principal avenue to key ma-
nagerial positions.

While cme must recognize that no management is completely free
of nepotism, and that even the most professionally oriented orgenizatiom
builders may sometimes favor the persons they know over the omes who

have the best education and experience, the fact remains that the

llh‘vid 8. Landes, “Observations on France: Economy, Society,
and Polity," World Politics, Vol. IX, No. 3 (April, 1957), p. 344.
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charge of nepotism is made much more frequently against patrimonial
management than professional management.

Of course nepotism does not always result in bad management.
A member of one's family may be the best person to appoint, either be-
cause of his talents, or even merely because ome is certain of his up-
bringing and can have confidence in him. Sometimes families do recog-
nize the importance of education and training., In India and Latin
America, for example, there are some family enterprises in which soms
have been sent abroad for special training in engineering, science,
end business administration and have returned to become competent ma-
nagers and innovators, expanding the family businesses into new fields.
But on the whole, these are the exceptions rather than the general pat-
tern.

More of ten than not, management in family firms is considered
a family prerogative which cannot be acquired simply through education
and training. We have seen that in Italy and France, one becomes a
menager simply because "he is a member of the family." In India, "The
proprietorial element is a fundamental determinant of top executive
management. It sponsors heredity in management at the highest level,
and circumscribes the field of recruitment to a small, essentially

nl

non-competitive group." Management's peculiar approach to leadership

in the German family firm provides an illustration of such a view

15D, Meh ta, The Indian Cotton Textile Industry: An Econamic
Analysis, quoted in Charles Myers, "Management in India," in Harbison
and Myers, op.cit., p. 141.
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when pushed to extremes. "In the opinion of the owner-emntrepreneurs,
an 'Unternelmer'" (the topmost persom in the organizatiom, usually
identified with the owner), "has to have immate qualities or an imner
calling in order to accede to business leadership... The watchword of
this group is 'Managers cannot be trained, they have to be born."']'

Somewhat more cognizant of the influence of education and
other such formative influences from the outside are the contentiome
of the owner-entrepreneurs according to which the rearing of a child
in the 'Untermehmer' family comstitutes the most acceptable type of
management education. The argument runs as follows: by the process
of family tradition, experiemce is handed down from father to son or
daughter, and slowly and, as if by instinet, the new gemeration ac-
quires a considerable intimacy with the family businoss.z While there
is much to support this propositiom, it is too limited to solve the
problem. Modern education for management requires sharing more than
one individual source of experience.

Selecting and promoting individuals on the basis of "who they
are" rather than "what they are" breeds inauspicious results. Such &
system could be a drag on initiative., On the ome hand, it provides
family members with automatic insurance against rejection from mana-

gerial positioms; on the other, it denies "outsiders" any opportunity

THartmann, opseit., ps 166.
2Ibide, Pe 167.
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for advancement, no matter how able they may be. Why should a man
make superior effort amd put forth his best when he knows that he is
to be selected anyway, and that there is no fear of competition? Com-
versely, why should a man work hard if he knows that he has little
chance of ever reaching a high managerial positiom?

Nepotism alsoc has an adverse effect on morale. In Lyndall
Urwick's words, "No suspicion will upset the morale of a large staff
so quickly or so thoroughly as the belief that selection of indivi-
duals for wider responsibilities is not made carefully and impartially
in the interests of the organization as a whole, but is biased by
favouritism or nopotin."l

One of the arguments put forth by owner-managers to justify
the appointment of relatives in managerial positions is that they can
count on the loyalty of their owmn kin. A "“hired" manager, it is ar-
goed, cannot be "committed" to the family firm the way a member of
the family is. Owners of family emterprises never miss an opportunity
to complain about the"rootlesemess and lack of loyalty of the outsider".
They believe that the very fact that ome is a family member is a spur
to greater effort because, in the words of & German "Unternehmer",
“property leads to rospmsibility."z

Thie may be true in the case of a single owner-because his

interest is at stake, the individual who "owns" something is likely

1 ymdall Urwick, The Elements of Administration (New Yorks
Harper and Brothers, 1943), p. 86.

Hartmann, opecit., pe 107.



to take proper care of it_but “where the members of the family are
mmerous or mutually antagonistic, the business often founders upon
the fact that some members are more anxious to get what they can
out of the joint property than they are to maintain it."

It must also be recognized that the son of the founder of a
business is not necessarily the best person to look after the property.
"On the contrary, institutions founded on inheritance do not survive
as long, or show as much vitality, as those which recruit their lead-
ers afresh in each generation. Some of the vitality of the Romen
Catholic Church is no doubt due to the fact that its bishops are
made, not born. And the strength of the Ottoman Empire is offen
traced to the system of Janissaries, recruited afresh in each genera-
tim.'z

The stress on loyalty in family firms results not only in the
appointment of relatives to key managerial positioms regardless of
merit, but also breeds the expectation that omce an “outsider" has
been chosen to occupy a middle-management position in the firm, he
is to remain there throughout his entire career. In their study of
management in Western Europe, Harbison and Burgess, after stating
that the family firm is still predominant, observe that:

A person who leaves the company where he has
tenure as a member of management to accept a po-
sition in another firm may be branded as a disloyal

and unscrupulous opportunist. For this reason va-
cancies are not likely to occur frequently, and

1.["'1" gg.cit., Pe 62.

2Ibidc, p. 119,
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members of management jealously safeguard their posi-
tions. The lack of horizontal mobility within the
managerial class results in an inbreeding within bu-
siness enterprises which hampers the spread ff new
ideas and new technology from firm to firm."

Talcott Parsons and Marion Levy have indicated that the rela-
tions of an individual to an organized group differ in a number of
dimensions, of which the most significant involve membership and sub-
stantive relations. In terms of membership, in the occupational
sphere, "Criteria for selection are more nearly universalistic the
more they are concermed with what a person can do that is relevant to
the job, and they are more particularistic the more they are concerned
with who he is regardless of the relevance of his identification to
the ;)01:'.“2

As Belshaw observes--to name just one from a host of writers
emphasizing this point-=

On peasant holdings or other small scale enterprise,
relationships based on particularistic criteria may

work enough: but they are unsuited to the requirements

of modern government, public administration or large-

scale enterprise. In the two latter bureaucratic

forma of organization are necessary. By these we mean

organizations characterized by the professional per-

formance of functions in an impersonal way, with pri-

mary loyalty given to the enterprise and its purpona.’

lﬂn:rh:lcon and Burgess, op.cit., p. 18.

%Marion J. Levy, Jr., The Structure of Society (Princeton,
New Jersey: Princeton University Press, 1952), p. 251. Parsons as-
sociates the term "ascription™ with "particularism" and the term
"achievement" with "universaliem": Talcott Parsons, The Social System
(Glencoe, Illinois: The Free Press, 1951), pp. 24-58.

311. Belshaw, "Some Bocial Aspects of Economic Development
in Underdeveloped Countrieés in Asia," Underdeveloped Areas, ed. Lyle
W. Sharmon (New York: Harper and Brothers, 1957), p. 192.
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In other words, for the sake of efficient performance, an in-
dividual should be appointed to a managerial position not because of
*who he is," but because of his capacity to fulfill the duties of
the position. This is what the Japanese have long realized, and this
realization has played an important role in Japan's spectacular trans-
formation from an agrarian to an industrial economy. There, "The son
of a peasant who has been able to get into Tokyo or Keio University
and to establish a good record has the same chance to enter the mana-
gerial hierarchy of a large firm as the son of ome of its top execu-
tivu."]'

Another student of economic development, Charles Kindleberger,
after pointing out that "...nepotism, caste, and a closed society of
classes waste ability and reduce a society's capacity to produce,"
emphasizes that "the degree of universalism is perhaps less signifi-
cant than its location. The selection of priests, army officers, or
social leaders through class and family ties is less importamt for
these purposes than the filling of economic and political roleal."2

The second dimension involves substantive relations, which
range from the functionally specific--"one in which the actiwvities
or considerations or rights and obligations or performances that are

covered by the relationship are precisely defined and del:ln:lted"B-

 Harbison, op.cit., p. 259.

ZCharles Kindleberger, Economic Development (New York: The
MoGraw-Hill Book Company, Inc., 1958,, Pe 59.

Levy, op.cite, p. 256.



to the functiomally diffuse~-~"one in which the activities, rights, etc.
are vaguely defined and deli.nited."l Just like universalism, functional
specificity constitutes an important requirement for large-scale enter-
prise. The link between these two is well revealed by the following
quotation from Levys

Highly industrialized systems place a heavy em-
phasis on functional specificity juet as they do on
universalistic criteria. To some degree the neces-
sary emphasis in such systems on universalistic cri-
teria is highly relevant to the emphasis on funec-
tional specificity. Functionally diffuse elements
in relationships furnish one avenue through which
pressure for particularistic elements may be exerted.
Nepotism frequently has ite major strength in the
fact that the functionally diffuse obligations of
family relationships involve pressure for an indi-
vidual in other roles to''take care of his own,'
and so forth. In any case functionally diffuse
elements in relationships can, and in many cases
do, seriously inhibit the freedom in selection
(including both admission to and dismissal from 2
roles) necessary to maintain universalistic criteria.

The conclusion to be drawn from the above discussion is that
family firms generally fail to conform to two important requirements
for efficient organization and performance, namely, that criteria
for selection should be universalistic rather than particularistic,
and that relationships should be functionally specific rather than
functionally diffuse. More will be said about the latter further om.

2, Paternalism

Paternalism in industry has its roots in the feudalistic tra-

dition that the lord of the manor (in this case the industrial employer)

1rvid., p. 258.

21bid., p. 431.
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has some respongibility for the welfare of his subordinates. The
worker is to be cared for, but in return he is expected to be loyal.
The employer may provide housing, food, medical care, and social ser-
vices for him. Because of this concern, the worker is expected to be
grateful and also productive. In this kind of relationship (a master-
servant, or father-son relationship), the worker is thought to be de-
pendent on the employer for security and welfare. Here the image of
"the industrial pater"™ takes the place of the head of the family,
tribe, or primary group in preindustrial society.

Patrimonial management is most likely to be patermalistic in
its relatiomship with the industrial working classes. In Italy, for
example, where "the individual firm, owned and operated by a single
family group, is still the prevailing pa.ttern,"l paternalism is the
dominant managerial philosophy. As one student of present-day Italian
industry has observed,

The guiding tradition of the Italian employer is

that of the 'padrone': the boss who is like a father

to his workers, who treats them as sons, whom he can

boes around with relatively unlimited authority (and

this is true in the family and not merely in industry),

but who is supposed to be a benevolent autocrat. This

cultural heritage naturally goes with a paternalis=-

tic pattern for industry-~ome in which the employer

pays very low wages, but provides benefits in case

of sickness, medical services, family welfare servi-
ces, help for the workers' children, and so on.2

]'Femro‘tti., op.cit., pe 235.

zﬂosa Stagner, "Union-Management Relatioms in Italy: Some
Observations," quoted in Harbison and Myers, op.cit., pe. 57.
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In India, another country where "the top management of private

nl there are many examples of

enterprises is essentially patrimonial,
this "benevolent paternalism", based on an apparent willingness of
the employee to accept a dependent status and of the employer to play
the role of a wise father. An indication of this is suggested by the
words of the founder of an important family group of Indian enterprises:
At first...l found that if workers got a few annas more, they were ab-
sent more often; they didn't know how to live properly. So I had to
show them how to live better, to keep their houses clean. I started
various games and recreation centers. I had to provide them outside
interests to soothe the workers' ll:l.n\'hl."2

In Germany, the "Social Department"--which is a sub-unit of
the persommel office or a separate department by itself, -a.nd which is
concerned with providing a multitude of employee services, including
housing projects, preventive health programs, etc.--"is a traditiomal
device of patriarchal compenies. In view of the strong sense of ob=-
ligation which owner-entrepreneurs of ten have felt toward their emp-
loyees if the company has been the private property of the 'Unternehmer!
family for several generations, the abundance of employee services is
not Em:t'pz':l.laing."3 But if the scope of personnel relations in these
companies is marked by profusion, their administrative side is charac-

terized by confusion. In his case-study of a family enterprise of

llm" OE.Oit-, p. 1400
2Q“°t°d in Kerr et al., op.cit., p. 151,

3Hari:mn.m:x, op.cit., pe 97.



27

2,000 employees, for example, Hartmann found out that "At least 14
different perscns and offices without any clear-cut authority rela-
tionships between them concern themselves with innumerable, sometimes
identical, matters of personnel ndniniatration.“l

As Myers points out in the case of India, it may be difficult
to distinguish from the outward trappings whether the employer has a
genuine parternal concern for his employees, or whether he is Just
"buying off loyalty or preventing disloyalty."™ In France, the same
distinction is apparent. Side by side with benevolent paternalism and
active concern for the health and family of the employee was company
use of welfere activities to combat the unions and, in the case of im-
migrant workers in the mines, to insulate them from "contamination by
the radical ideas of French workers. This was considered one of the
advantages of employment of imigmnts."z

In the early stages of industrial development in many societies,
the paternalistic approach is quite consistent with the prevailing
social climate, Japan is a case in point. As Levine observes, "The
econamic transformation in Japem was not the outburst of unhampered
individualism as in the West, but a deliberate superstructuring of

industry upon the traditional egricultural foundation. There was

1mbid,, p. 101.

2arbison and Myers, opscit., P. 58. It should be noted here
that employers may find it necessary to provide many of the services
conventionally considered patermalistic for reasons which have no com-
nection with a sense of moral obligation. Malnutrition may force em-
ployers to provide free lunches in the interest of higher productivity.
Other services may be required in enterprises which operate in areas
remote from the centers of population and thus are obliged to import
their workers and house them. The oil-producing companies in Saudi-
Arabia, Irag, and Kuwait are good examples, as are the sugar planta-
tions and mille in the sparsely inhabited coastal deserts of Peru.
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little agrarian upheaval. The family system which formed the basis
of Japan's peasant soclety remained relatively undisturbed. Indus-
trial labor, furnished to modern enterprise from a growing surplus
farm population, upon entering shop or factory readily accepted the
identical system of social relationships to which it was culturally
a't'tu'ned."l

Many students of economic development, however, have emphasiz-
ed that "As industrializatiom proceeds, and as the expectations of in-
dustrial workers rise, employers and managers are often forced to be-
come less authoritarian and less paterm.listi.c in dealing with their
employees and tend to function as 'constitutional' mmgers."z Ma-
nagement then, faced with an increasing pace of industrialization,
carmot possibly sustain its paternalism. Even if shades of paterna-—
listic management-labor relations are to survive, deviations from
such traditional patterns become inevitable. The pressures on manage-
nent for a different approach are many. Passing reference will be

made here to only a few:

lalamon B. Levine, Industrial Relations in Postwar Japan
(Urbana, Illinois: University of Illinois Press, 1958), Pp. 32-33.

ZHArbison and Myers, op.cit., ps 67. "™Constitutional mansge-
ment" is defined by these writers as follows: "When government inter-
venes in the labor-management relationship to regulate terms and com-
ditions of employment and to protect or emcourage the growth of labor
organizations which themselves challenge management's authority, we
find that the rule-making power of employers is shared in a 'consti-
tutional' mammer with other sgencies. Wages and working conditions
may become subject to determinmatiom by collective bargaining, and
Jointly negotiated contracts may establish a sort of constitutional
framework within which management must exercise its functions."

(pp. 61-62).
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1. The social values of the society. If the society places
high value, through its educatiomal system, its religious, ethnic and
other cultural norms, on the freedom of the individual to have a voice
through political democracy in determining his own present and future,
it will be increasingly difficult to maintain autocracy or paterna-
liem in industry. In India, for example, the rising expectations of
industrial workers in a newly independent country which stresses de-
mocratic values are forcing changes (though slowly) in managerial prac-
tices in dealing with workers., A managerial philosophy which may have
been adequate in the late nineteenth or early twentieth century inmn
Weetern industrial countries is less adequate to meet the political
challenge of aroused industrial workers in the newly industrializing
countries today.

2. Pressures from individual workers. Increasingly in in-
dustrial countries, workers themselves are able to act as & restrain-
ing factor on management. A worker may protest against managerial
authority by being absent from work, restricting output, rebelling
against discipline, or quitting. In areas where labor is relatively
abundant and people are seeking wocrk,- such actions may be of little
concern to the employer or manager. But where labor is scarce or where
there is a critical shortage of particular skills, the workers may be
in a more powerful bargaining positiom.

3. Government lebor legislation. Increasingly, the unilateral

authority of the ewployer is restricted by government intervemtiom in
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labor-management relations. In most industrial countries, the govern-
ment restricts the right of the employer to discharge or lay off work-
ers; it sets minimum wages and maximum hours; it prescribes mandatory
benefits in the form of housing, medical care, vacations, or sickness
allowances.

4. Labor organizations. The growth of strong trade uniomns in
advanced industrial countries, as well as their development under var-
ious muspices in the less developed countries, likewise brings pressure
on menagement to share rule-making authority.

5. Technical factors. The separation of ownership from control
through wide public ownership of stocks of business enterprises, the
consequent growth of professiona]l management which is less emotionally
involved in the fortunes of the emterprise, the growth of the manager-
ial and technical staffs in business enterprises as a consequence of
increased size and more complex technology--all these have forced
changes in managerial philosophies which were more adequate for, and
more characteristic of, less camplex, small family-owned enterprises.

6. Pressures from other managements. Finally, the individual
empl oyer may be significantly influenced by the actions and policies
of other maragements, and particularly, by management or employers'
associations. For example, progressive and enlightened employers in
every country are often in the forefront of efforts to change menager-
ial thinking and practice through regional and national professiomal

managenent associations, conferences, and senimra.l

ll'bid. » PP 59-61 .
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The conclusion to be drawn from the foregoing discussion is
that industrialization brings with it a shift from patermalistic ma-
nagement to "constitutional™ management. If this has not been the
case in Japan (which is today the most economically advanced and ex~
tensively industrialized of the Asian countries), and if modern Japa-
nese management ie still based upon feudalistic paternalism, the under-
lying reesgon is that "...the traditional Japanese culture, instead of
being swept aside by industrialism, has assimilated it" (this is why
the Japanese worker does not "resent" paternalistic policies the way
e Western worker would). "Managerial concepts and practices which
are rapidly becoming obsolete in the Western capitalist countries
still sppear to be effective in ana.n."1

Functional specificity was discussed above in relation to
nepotism, but here, too, the matter is of importance. As Levy aptly
obsexrves,

The great emphasis on functional specificity in

many differemt relatiomships in an industrial so-

ciety is almoet certainly one element in the type of

dissatisfaction summed up in the objectiomns of in-

dividuals to being treated as 'cogs in a wheel', In

attempts to offset this, some persomnel managers try

to impress their workers with the feeling of belong-

ing to a 'family'. Because of the dysfunctional as-
pects of funetionally diffuse relatiomnships for

lﬂnrbison, Cpscit., Po 249. Hagen expresses the same idea in
these terme: "The Western technician who speaks condescendingly of
'"backward Asians' may himself go home a nerve-wracked failure when
he tries to apply tc an Asian factory the methods of management that
proved efficient where Western conventions of interpersonal relations
preveil.” (E.E. Hagen, "How Econowic Growth Begins: A Gemeral Theory
Lpp.')l:lod to Japan," The Public Opiniom Quarterly, Vol. XXII, 1958, p.
3T4)
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nodern industrial concerns, such techniques have to
be most carefully limited. These and other moves in
a functionally diffuse direction will no doubt lessen
certain tensions, but they may create new problems of
equal magnitude., They may, for example, increase the
caomplexity of dealing with employees beyond any prac-
ticable limits. A large scale mass production firm
carmot operate on the basis of vaguely defined obli-
gations to thousands of employees. On the other hand,
there may also be difficulties from the workers' point
of view. Paternalistic policies on the part of em-
ployers mey be bitterly resented as 'undue interfer-
ence' with the private lives of the anployeea.l

Perrarotti's comprehensive analysis of Italian industry sheds
light on 2 matter which is highly relevant to any study of the role
of management in industrial growth, namely, the relationships within
the managerial hierarchy under a paternalistic system. "The Italian
business elite," observes Ferrarotti, "is fully aware of its absolute
rale in the plant and defends its paternalism as a technique to obtain
loyalty and a 'family spirit' fram people who do not really belong to
the family., Paternalism in this setting is not a homogeneous and sta-
tic systern of behavior but, on the contrary, is articulate and flex-
iblo.“2 (n the basis of intensive interviews made with businessmen
and business executives, Ferrarotti has "abstracted three main types
of patrimmial management to which correspond three types of profes-
sional managers. The objective criterion for differentiation is af=-

forded by the power position of the family in the managerial t:r!;‘ruc1:1::.1:'0."3

ley’ OEUCita, P 261-
2Terrarotti, op.cit., ps 236,

3Tbid., p. 237.
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The first type, "feudal or authoritarian paternalism"™, occurs
where the business enterprise is completely family owned, comtrolled,
and operated. The family is the only source of power. There are no
outsiders as such in the management hierarchy. The enterprise is still
small enough to be completely managed by the members of the family,

The proprietor is also the general manager, He concentrates in his
person all the major functions of management, representing the absolute
rule of the family, The only access to managerial positions is through
family ties. In this case, professional managerial talent, whenever
needed, is completely integrated imto the family.

The second type is called by Ferrarotti "manipulative paterna-
liem", The family still owns and controls the enterprise, but it is
no longer the sole source of managerial personnel, The most important
problem is emsuring loyalty to the family from persons who hold mana-
gerial positions but who do not belong to the family. The key word
here is not obedience dut "loyalty", but one cannot force loyalty from
peoples "It takes diplomatic tactfulness," as one interviewer put it.
This policy, however, is not necessarily compatible with the prerequi-
sites of industrialization. If loyalty is the criterion for promotion
within the management hierarchy, then an engineer may be "poor" pro-
ductively speaking, but since "he is loyal, he belongs, he is the
friend of a friend," he will be able to make a career for himself re-

gardless of performance.



This setting is rarely successful for the profes-
sional menager. Professional managers feel that their
riee to top positions depends on their connectiomn with
the family which owns the business, not on performance,
efficiency, or merit, therefore, but on loyalty to the
familye This results in frustration on the part of
tle professional manager with a feeling of 'having a
ceiling' or 'being boxed in'., Thus the frustrated
professional specialist becomes the counterpart of
the manipulative paternalistic manager.l

The third type is "democratic or participative paternalism."
The enterprise in this case is still predominantly family owned but
it i® no longer family operated. The firm is managed by professional
managers, Family members are present in the hierarchy, but they do
not hold the key positions and their opinions are not the decisive
ones. Moreover, they are subject, by and large, to the merit system.
Performance becomes the prevailing criterion for reward and promotion
for them as well as for the professional managers.

This is a crucial stage for family capitalism. It
ie a breaking point which indicates a basic disloca-
tion of power and power prerogatives. Power is no
longer exclusively linked with property rights. Pro-
perty itself undergoes a process of disassociation
which enables us to make a distinction between pro-
perty as a social status (passive enjoyment of cer-
tain inherited status prerogatives, management and
managerial authority by family ties, etc.) and pro-
perty as initiative, that is as a functional decision-
making power, which by its very nature faces risk and
fosters innovation...Thus the production-oriented pro-
fessional manager corresponds to the democratic pater-
nalistic mugor.z

L bid., p. 238.

2Thid., pp. 238-239.
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3+ Comnservatism
That conservatism is a characteristic of patrimonial manage-

ment is not surprising in the light of what has been said above., Ty~
pically, owner-managers have a disposition and tendency to preserve
what has been established and resist change. This is due partly to
their motivation--the focus is on stability as against economic achieve-
ment, on assuring & regular income for the maintenance of a family sta-
tus as againet focus on innovation and risk--and partly to their "train-
ing". Perhaps one should say "conditioning", as the following example
suggeste: during one of the interviews conducted by Myers in his study
of Indian management, "...a prominent Bombay millowner explained the
presence of a young man sitting at a nearby desk in his office in
these terms: 'This is my nephew, and he is learning the business just
the way I did from his grandfather years ago. I sat at the desk he
is at now, and I listened to everything the old man did, the people
he met, and the problems he discussed with them. This is the way I
learned the business, and that's the way he is learning it from me nowl."

If the key members of the family dynasty are competent, well
educated, and diligent, patrimonial management may be quite dynamic.
But the usual case is that "...the key members of the family dynasties
are incapable, either by training or psychological inclination, of
leading the march to induatrinlimtim."z This is well illustrated

by the conservatism and rigidity displayed by the old, established

lllyara. opecit., p. 148,
zﬁsrbism and Myers, op.cit., p. T70.
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1 The "house

merchant families in the early Meiji period in Japan.
laws" of the merchant families emphasized that the manager "must not
depart from the business practices of the past handed down through
generations, and there was hint that to do so would be disrespectful
to his ancestors. Frequently, he waes explicitly warned against ven-
turing into new lines of ’tma:lrxeu..."2 Contemporary France provides
some nid-twentieth-century documentation of the family firm's prefer-
ence for vegetating instead of expanding. Landes describes the typi-
cal French family firm as placing "...inordinate stress on safety and
security. It fears change and is unwilling to borrow for fear that
the lender, whether individusl or bank, will gain a foothold in the
enterprise, As a result, the firm prefers to enjoy its own little
mrketu.“3 In the Chilean femily firm, "Traditional patterns have
strengthened and legitimized tendencies to the habitual, to continu-
ing with old methods, products, and customers, to remaining within
the circular flow."

To be sure, the entrepreneurial patterm just described has itse

compensations. To quote Landes again,

I'Fortumtoly for Japan's economic development, the "zaibatsu",
who in strategic numbers developed directly out of these merchant fa-
milies, soon realized that in the realm of the industrial arts at least,
too much conservatism would be detrimental to productive efficiency.
This point is discussed below.

Momas Smith, Politicsl Change and Industrisl Development in
Japan: Government Enterprise, 1868-1880, quoted in Harbison and Myers,
og.ciﬁ., Pe 71-

mad.eu, “Observations on France," op.cit., p. 336.

4Ghsrlo- Myers, "Management in Chile," in Harbison and Myers,
DEocitog Pe 171,
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The French family firm, when successful, is, if I

may be permitted two contrasting images, as solid as

the rock precisely because it is almost drowned in

its own liguidity. It can hold its prices and sur-

vive all but the most severe depressions, a fact ref-

lected by the comparative flatness of the cyclical

curve of French business activity. Throughout the

nineteenth century, the literature abounds in refer-

ences to France's good fortune in not being subject

to the acute crises that periodically swept England

and the United States.l

Unfortunately, the knife cuts both ways, and this excessive
prudence, this overwhelming concern with security, means less initia-
tive and dynamism on the upswing. "Confronted with an expanding eco-
nany, the Fremch owner-manager still does not go out and find or
meke new markets; he waite {for them to come to him... This lack of
dyranism is a force for retardation and strsngulation."z

Under such conditions, it is not surprising that family firms
grow slowly, if at all. Moreover, of those that do grow, all find
it difficult because of the need to recruit management from within
the limited family circle, to maintain momentum over the generations.
"Fot only ies the lawv of averages against the persistance of a high
level of business talent in a small group; the very success of the
perents is a handicap to the children, reinforcing on the one hand
the authority of tradition and, on the other, weakening or diverting

the incentives of a.:ﬂ:il;‘].mn."3

]'l..andes, "French Business and the Businessman," op.cit., pP.339.
rpid,

5Lmﬂes, "Observations on France," op.cit., P+ 337. The notion
that the "incentives of ambition" are weakened is expressed by Lewis
in these words: "Against the incentive which the right to bequeath is



The reluctance of owner-managers to have much “give and take"
with outsiders and other firms can be traced back to their conservatism.
As Henry Ehrmarn has put it, "Under the pretext that he wishes to re-
main 'master in his own house,' the owner-manager jealously keeps to
himeelf what he often foolishly considers a manufacturing secret... He
will frequently regard all offers of technical assistance, even when
they come from research centers or professional consultants, as mere
pretexts for spying."l

In his study of German business enterprise, Hartmann points
out that as the emall and medium-sized companies under private and
non-corporate ownership grow and enter into competition with the larg-
er corporations, the omer-entrepreneurs typically resort to the emp-
loyment of professional management. As mentioned earlier, such deci-
sions are not easgily made, but owner-entrepreneurs have come to realize
that this is a necessary condition if the firm is to grow successfully.
To quote Hartmann, "...they are trying to get away from the ballast of
tradition...toc move from a traditional organization toward a more func-

2

tiomal structure." This "conversion to functionalism" is of paramount

to the maker of the fortune we must also set the extent to which the
effort of the heirs is diminished. Heirs are sometimes inspired by the
example of their forefathers, and may treat their inheritance as a

trust which they are challenged not only to maintain but also to increase.
But they more often react in the opposite way. Taking them on the aver-
age, heirs would almost certainly lead more useful lives if their in-
heritances did not shield them from the necessity of hard work." (Lewis,

OE.Oito s P 120).

1Hmry W. Ehrmann, Or zed Business in France (Princeton, New
Jersey: Princeton University Press, 1957), p. 328.

ZEn.rtmnn, op.cite, P+ 73,
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gignificance, In Hartwan's words, "It is at junctures like this that
one feels tempted to explain the gemeral success of German business
in terms of ite "professionalization", in terms of education and skills,
in terms of ready accepbance of new ideas and techniquas."l

5ti1]l more irstructive is the case of Japan, the traditionalis-
tic coantry par excellence. To quote William Lockwood,

Like the other great societies of the East, Japan re-

pisted certain agpects of Western culture, with its em-

phasis on individnual self-assertion, competitive striv-

ing, end democratic expression. Imner values of the

spirit have teen temaciously shielded from the disrup-

tive penetration of Western ideals. But in the realm

of the industrial artes at least, too much has been made

of the docility and conservatism of the Japanese. Here,

vithin the limite of his environment and the opportuni-

ties which hawe come to hand, he appears to have dis-

played a ready willingness to abandon old weys, parti-

cularly where the acknowledged leaders of society point-—

ed the new. This willingness to venture and to learn,

in a climate of opportunity which makes it pay, is an

essential condition of economic development.z

4. Centralization of Authority

The typical crgmnizational structure of a family enterprise is
highly centralized and personal, with authority usually residing in a
single individual, the head of the family. Owner-managers are reluct-
ant to delegate authority and tend to think of their authority in
terme of persmal power rather then in terms of a necessary function
related to, and coordimted with, other equally necessary functioms

within the enterprise. The enterprise is seen as some sort of private

'Dia.

"William W. loccwood, "The State and Economic Enterprise in
Modern Japan, 1868-1956," in Kuznets. et al. (eds.), Opscite, Pe 594
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kingdom, and the prevailing view is that a division of respomsibility
might lead to a weakening of prestige.

Some of the German owner-managers, for example, are convinced
that they are born to rule their enterprises and that their authority
is based upon a kind of natural law rather than upon their functiom
in the organization. Hartmann reports that "an American observer
once said that the typical Unternehmer 'dominates with the omnipres-
ence of an eighteenth century Hohenzollern.'"l Some owner-entrepre-
neurs are also known by the epithets of "General" and "Pasha",

Time and again, the Unternehmer has proven to be
uncompramising and insistent on undivided authority.
Trends toward centralization have bordered on mono-
polization of authority. In this extreme, the Unter-
nehmer will emphesize the subordination even of his
impediate entourage of upper management and high-
level sta{f; he will make an effort to control re-
motest details in the shop; and he will leave his
professional sphere of menagement and intervene in
matters foreign to his skills and training.2

In Italy, Belgium, and France, patrimonial management has a
similar outlocke.

In Italian industry the manager who feels hurt if
anything has been done without his direct knowledge
and perticipation is a familiar character...When
one tells the patrimonial menager who has 'made a
desert' around himself by refusing to decentralize
his decision-meking power that after all 'the com-
pany must go on," that he is not immortal, and that
nobody in a rational organization can be regarded
as indispensable, one ie likely to be answered with
an air of incredulous indifference,>

lEa:rtmnn, opscit., p. 60,

2
Tbid., pe 59.

SPerrBrOt'ti, OE.O:H:.. Pe 240.



Harbison amd Burgess report that in Belgium they "encountered
one omer-manager who would not even permit hie plant managers to hire
their personal secretaries until after he had himself pal;sed upon their
qualifications and potential loyalty to the organ:lution.“l As for the
French omer-maneger, "The future is that wonderful day when he will
retire and turn over his business to one of his sons. Actually, he
will die at his desk for he does not believe any of his sons, or any-
one for that matter, is capable to run the business as well as he does."a

Sovereign xulers of thie kind simply will not delegate respon-
sibility and authority. They dnvariably are suspicious of their sub-
ordinates and complain that people in their organization lack initia-
tive, imagination, or just plain common sense. They delegate too little,
do too much themselves, and thus have little time for effective orga-
nization building or for creative thinking. As a consequence, "this
type of management is likely to be defensive, enervated, and static.
It breathes only at the top, and when the top disappears, the organi-
zation either ccllapses or must be completely ::~e|bu:ll'l:."3

An immediate consequence of this highly centralized authority
is the lack of precise job definitions and classifications. In their
study of managemert in Western Burope, Harbison and Burgess found out

that, in family firms, "Organizational charts are rare, and, where

Ygarbison and Burgese, op.eits, p. 17.
%\uguste Petoeuf , Propos de 0.L. Barenton, Confiseur, quoted
in Harbison and Myers, op.cit., p. 231.

Xerr et 8l., op.cite, ps 147.
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they exist, they are often kept secret in order 'to avoid eventual
frictions and persomal rivalries'. Jobs in the managerial hierarchy
are seldom defined, described, or aligned. The division of responsi-
bility ies not clear. As one managing director said, 'the goal of most
of our executives ies to make themselves as indispensable as pon:lble."'l
Another detrimental outcome of the failure to delegate autho-
rity is that a gap is created between the few in control at the top
and the ranke of lower middle management and first-line supervisiom,
with the result that little effort, if any, is done to develop the
managerial and administrative capacity of lower-menagement people,
Fatrimonial managers do not seem to understand the importance of the
manager's teaching function; they fail to realize that it is the duty
of every manager to develop future managers out of his subordinates,
which he can do by giving them opportunities to exercise their own
Jjudgment and make their own decisions. The literature on management
furnishes & host of statements emphasizing this point. As John Glover
puts it, for example, "It is an obligation of management to select
persons of ability, education, and experience, and to train them along
executive lines so as to build &n able group of 'freshmen' of industry,
potentially ready to assume the 'senior' burdems of mgeuent."a To
use F.C. Hocper's worde, "The ultimate aim of modern management is to

develop its people to the point at which it can devolve as much self-

l‘Enbison and Burgess, op.cit., p. 16.
2

Joln G. Glover, Fundamentals of Professional Mana t (New
Yorks Simmons Boardman Publishing Corp., 1958), p. 21.
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government upon them as possible, while remaining in the background,
as it were unseen, yet always there when asked for."l

Moreover, in. enterprises where authority is highly central-
ized, foremen are usually not considered part of management; "they are
Just senior workers, caught up between management and workers and of ten
themselves puzzled about their own lt:):m.l'l'.y.“2 Foremen have a vital role
to play in & business enterprise, not only in maintaining good human
relations but also in ensuring a high level of productivity. But if
workers look upon the foreman as a minor figurehead, his authority is
weakened; hence his ability to secure cooperation is lost. Securing
effective first-line supervisors requires that top management make
an investment in their training and development and also give them
the necessary authority to carry out the responsibilities which have
been assigred to them, In other words, effective first-line super-
visors must be made a part of management, if they are to help achieve
the goals of the enterprise. The fact that foremen are considered
yart of mamagement in industrially advanced countries while they are
not in less developed nations is quite suggestive.

Finally, overcentralization naturally discourages the growth
end expansion of the enterprise. "Why should I try to expand my mar-
ket," said one harassed owner of a business to Harbison, "when I have

to spend fourteen hours a day controlling the business I have nour?"s

1p.c. Hooper, Management Survey (New York: Pitman Publishing
Corpe, 1948), p. 87.

zl?marotti, og.cii., Pe 241.
Bﬂarbison and Burgess, op.cit., p. 17.



Cbviously opportunities for younger executives are limited, incentives
to assume responsibility are stifled, and taking initiative is not at-
tractive. While the typical business organization may be well design-
el to preserve the status quo, it is peculiarly ill-adapted to dynamic
growth,

It is interesting to note that in Japan centralization of autho-
rity did not breed such inauspicious results. This is because:

Japanese enterprise illustrates a rather unique
mixture of highly centralized authoritarianism and
democratic~participative management...In one sense,
Japanese enterprise is highly centralized. Major
authority is concentrated at the top, and even the
most routine decisions are often pushed up from be-
low because of reluctance of subordinate groups to
assume responsibility...In another sense, however,
there is apt to be rather wide participation in
decision-making. Even the top executives seldam
take individual responsibility. They will act only
after thorough discussion and examination of alter=~
netives by the group. They decide major policy
questions much as 'a family council' would deter-
mine the university to which the elder son should
apply or the kiixd of marriage that should be ar-
ranged for .

We have seen that in Germany owner-entrepreneurs. typically
resort to the employment of professional management when the firm
expands. In such cases, "...the firm exhibits a symbiosis of old and
new, of 'traditionalism' and 'functionalism', of homage to private
property and respect for technical competence...While the top of the
organization is vested with awe-inspiring power, some freedom of ini-

tiative is still available at lower levols."2 As indicated in the

‘Harbison, op.cit., p. 255.

zl':hrl:-.nn, op.cit., p. 68.
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previous section, Hartmann believes that the general success of German
business is attributable to a large extent to this "conversion to func-
tionalism®. Thus

The owner-entirepreneur will strongly insist on

the primacy of his value orientation and ultimate

authority and has held functionalism restricted

within narrow boundaries. But he also believes

that the area of technical training, knowledge,

caompetence, and the like can safely be expanded

with all the benefits in organizational efficiency

thet this will involve if only this expansion will

stop short of endangering his ultimate authority.

At present, he is indeed giving more breathing

space to functionalism and cautiously feeling his

way toward the point of equilibrium.

In suming up, ve may conclude that the efficiency of manage-
ment as an ecanomic resource is related not only to the individuals
within the hierarchy but also to the system of authority which binds
them together. The methods of leadership, the structure of organi-
zation, and the art of delegation of authority are ecrucial to success-
ful industrial development. The logic of industrial development calls
for increesing managerial decentralization as enterprises grow in size
and complexity. The sovereign rule of a single man or family is not
eppropriate except for small establishments. As industrialization
rrogresses, the proportion of Persons in management tends to increase,
end as the membership in management expands, it becomes humanly im-
possible for one man to control everything and everybody. Therefore,

if sovereign rule persists as the prevailing system of authority in

livid., p. 268.
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a society, it will retard and eventually strangle successful industria-
lization. Conversely, industrial development may be significantly ac-
celerated if the appropriate neans are found to delegate authority

and decentralize administration in both economy and business manage-

ment.
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II. FANILY FIRMS AS AGENTS OF INDUSTRIALIZATION

A. The Role of Family Firms in the Early Stages of Development

1.Provision of Initial Capital for Investment

The extended family may be the main source of initial capital
for investment when omly close relatives may be trusted or persuaded
to lend money. A candidate to & loan in an underdeveloped country
usually has a very difficult time finding a lender, whether bank or
individual, Banks are notoriously cautious about extending loans.
Not only they may refuse to lend to individuals wishing to embark om
ner ventures--"poor risks"--but they are also reluctant to advance
funds to firms whose credit position is not yet firmly established.
As for private lenders, they are willing to lend only at exorbitant
interest rates, and insist on being repaid in a relatively short period
of time. And as there is usually no money market in underdeveloped
countries, a business needing capital either to start or to expand
cannot get the money by issuing stock and selling it on the market.

Very few subscribers, if any, would come for'ard.l

lElaborating on this point, Simon Kuznets writess “Although
a2 substantial part of savings by the upper income groups in underde-
velcped countries my go into {inancing current expenditures of the
lover-income groups who are compelled to supplement their meager earn-
ings by borrowing or by selling assets, the remaining net savings of
individuals taken as a group may still stagnate in hoards; or, if in-
vested, are likely to flow only in such chamnels as provide some se-
curity because of personal ties with the businessmen who use the meomey,
physical proximity to them, and the like. The absence of developed
countrywide credit and financial institutions and the lack of well- .
established patterns of reliance by individual savers on financial
institutions capable of channeling the money into productive invest-
ment contribute to a markedly less efficient use of net savings of
individuals in financing potentially advantageous types of capital
formaiions It is in this connection that the family character of
business enterprises in the less developed countries, the tendency
to place savings in the relatively invulnerable form of land or into
the gquick turnover form of inventories, or in the comparatively secure
form of foreign claims, come easily to mind." (Simon Kuznets, "Prob-
lens in Comparisons of Economic Trends," in Kuznets et al. (eds.),
22-01*-’0, Pe 25).



P. Gaskell has stated that in England, "Men who did establish
themselves were raised by their own efforts--commencing in a very
humble way, and pushing their advance by a series of unceasing exer-
tions, having a very limited capital to begin with, or even none at
all save that of their own labor."l "Such observations," says Rein-
hard Bendix, "apjlied primarily to an industry in which men of deter-
mination ¢could establish themselves regardless of the unfavorable cir-
cumstances of their early life. In other industries, such as iron and
coal, capital was needed in order to make a start, and access to these
industries was restricted by and large to the members of families which
were at least moderately !ralll.-tv:r-d.o."2 Many of the early iron masters,
for example, came from Quaker families, and members of these families
intermarried repeatedly with other Quaker families in the iron industry.
"In this manner they reinvested their earnings in the :I.ml\:uai'.ry..."3

In India, "the cacentration of control through the managing
agency may have earlier been the consequence of the difficulty of
raising capital for new ventures and of the shortage of entrepreneur-

ial ebility in the country."?

John Wiley and Sons, Inc., 195

lQuotad in Reinhard Bendix, Work and Authority in Industry:
Ideologies of Management in the Course of Industrialization (New York:
s Pe 25.
2
Ibid., p. 26.

3 mbid., p. 33.

ﬁyars, opscits, P+ 141. Managing agencies--which are generally
family enterprises--"are firms which, for a fixed fee or more commonly

a percentage of profit or sales, operate the business of one or more
firms for the owners. In practice, they dominate the firms they manage,
usually through substantial emership or control of voting rights."
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In addition to being a source of capital, the family may also
provide the "backing" needed to obtain funde fram lenders. In France,
for example, "...the social register or family tree is often a better
credit referemce than the most profitable series of annual statementa."l
In Brazil, “Confidence is shown in a new enterprise only when the 'fa-
mily' background of its innovators is known; credit is often extended
between members of upper-class families with the knowledge that the
debtor has the strong backing of his fa.mily."2

2+ Distrust of Strangers and Reliance on Relatives

In societies where mem cannot rely on strangers to give faith-
ful service, the family may be the most appropriate unit for large
scale enterprise. To guote Hagen, "Where one can neither trust a
stranger or an acquaintance a&s a business associate, nor persuade him
to lend one mmey, then the extended family may be a necessary source
of capital and a necessary bond between business associates. Its abo-
lition would not modernize the society; in the circumstances it would

merely paralyze large-scale tusiness relationships."’

l.'and.es, "French Business and the Businessman," op.cit., p. 337.

2.Bemrd J. Biegel, "Social Structure and Economic Change in
Brazil," in Kuznets et al. (eds.), op.cit., p. 408.

5Everﬂt E. Hagen, "The Process of Economic Development,™
Economic Development and Cultural Change, Vol. V, No. 3 (April, 1957),
Pe 198. This, of course, ig true for both industry and trade: "...in
some kinds of business it i# useful to be able to set up branches in
meny towms, or suburbs, or countries, e.g. in banking, in the chain
store type of retail trade, in wholesale distribution, etc. In these
circumstances a family which has many brothers, or closely related
cousins, may be at a considerable advantage, since the brothers can
trust each other more than they could trust branch managers who were
not related; and since, ever if there is dishonesty, the money will
remain in the fBBily." (LM!, OE.citQ' Pe 115).
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The Brazilian experience is typical of circumstances where
the initiel development is led by an established elite: key posts are
reserved for relatives "...not only out of a sentiment of family soli-
darity but...above all they can count on the loyalty of theixr own kin.
It is therefore logically consistent that many business entexrprises in
Brazil are essemtially family sffairs.“l Japan's house of Mitsui,
before being forced to ackmowledge that as the firm grows bigger and
bigger it has to go beyond the circle of relatives and seek out for
"the best graduates" of the universities and the higher technical and
commercial schools regardless of their social or family origin, "was
able to maintain its supremacy by expanding its patrimonial in-group
to include eleven families, each of which included within its compass
locsely defined cousins of common ancestry."2

Ag George Baldwin aptly observes, "In a society where trained
skills are scarce and the sons of the wealthy have much of the train-
ing, nepotism may be relatively oos'l;leens."3 As already indicated,
there are some family enterprises in which sons have been sent abroad
for special training in engineering, science, and business administra-
tion and bhave returned to become competent managers and innovators,

expanding the family business into new fields.

1819361, opscit.y pe 407,

zﬁubilm and Myers, op.cit., p. Tl.

3George B. Baldwin, Industrial Growth in South India, quoted
in Ibid.,; pe T0.
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In some instances, the family has proved to be not only a
source of capital, but also a “source of talent". In the brewing
industry in England, for example, "The original founder families have
shown an astonishingly sustained ability to produce not only sons,
but sons who were able businessmen, happy in remaining businessmen
and brenrs."l Intermarriage between the members of these families
of brewers with families of bankers became a common practice, with
the result that "The Barclay-Bevan-Gurney-Perkins cousinhood provided
both a flow of capital and a succession of able young men which other
brewers sorely 1acked.“2

In the typical family firm, persomal trust and loyalty are
often valued more than efficiency, and a family member is automati-
cally preferred to a "stranger", even though the latter may be more
competent. The Japanese, who, as we have seen, have their own way of
doing things, solved the problem of loyalty versus competence by using
an ingeniocus technique: adoptiom. The Japanese feudal lords had worked
out "a sort of civil service system by adoption". A "“daimio" might
adopt as his successor an exceptiomally able young man from among his
“samurai®™, who in general performed administrative functions for him.
He would ordinarily seek an able man from within his own family, and

would adopt an outsider as his son only if his actual eldest son had

lpeter Mathias, "The Entrepreneur in Brewing, 1700-1830,"

Explorations in Entrepreneurial History, Vol. X, No. 2 (December, 1957),
Pe 76

%Ibid.
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ghown himself to be conspiocuously \ma.ble.l This particular technique
was also practiced by the merchant families, and "was continued by the
successors of the merchants' in the modernization of .‘Iapm."2 The
zaibatesu instituted "a sort of business civil service within their
companies, and those men most successful in the competition and des-
tined to become major figures in the various enterprises of the family
were frequently brought into the family membership :1.*!;01111‘.“3

It is this desire to combine loyalty and competence, to "ac-
quire" for the family firm "strangers" of outstanding abilities who
would also have the "family spirit", which led "families controlling
large enterprises to marry daughters to their most promising employees,
who then took the fFamily nnme.““

E. The Role of Family Firms in More Advanced Stages of Devel op-

Patrimonisl managers often have a very strong sense of the con-
tinuity of the family through the generations, and this has certain
advantages. Presumably one acquires a certain sense of confidence
from knowing that one belongs to a family which can be traced back

through several generations. The family tradition is also emphasized

Yarion J. Levy, Jr., "Contrasting Factors in the Modernization
of China and Japan," in Kuznets et al. (eds.), op.cit., p. 516.

2vid., p. 5L7.
1vi4.
4".R.ulph Linton, “Cultursel and Personality Factors Affecting

Economic Growth,™ The Progress of Underdeveloped Areas, ed. Bert F,
Hoselitz (Chicago: The University of Chicago Press, 1952), p. 83.
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in one's youth, and if this includes some special skill, or adventur-
ousness or character trait, it may be preserved and developed to a
greater extent than if family traditions did not exist. Thus, to quote
Lewis, "the British Navy believes that sons of 'naval families' make
better sailors, on the average, than do other recruits, and there may
well be professions where the young person who grows up in their at-
mosphere from birth is better qualified than the person whose paremts
belong to some other profeesion."l This is what the German owner-
entrepreneurs firmly believe., We have already noted their contention
that the rearing of ﬁ. child in the "Unternehmer" family constitutes
the most acceptable type of management education, the reason being
that by the process of family tradition, experience is handed down
from father to son and that slowly and, as if by "instinct", the new
generation acquires a considerable intimacy with the family business.
The sense of belonging to a line of generations may also af-
fect one's sense of property. One may feel that one is merely a tem-
porary trustee for what one has inherited, and may be careful to pre-
serve it, and even to improve it through one's own effort. Closely
connected to this is the commitment to the ultimate values emphasized
by the family tradition. The German owner-entrepreneurs, for example,
are convinced that they are "called" to assume the responsibility of

managing the family enterprise. As one of them once said to Hartmamn,

LLG'I.B, 02-0115-, Pe 11l7.



", .work as & function is a mere passing of hours to make money; but
a 'Beruf' (the calling) is more, it is something entirely different.
A 'Beruf' involves man as a person, &8 & whole, it is the achievement
of 8 lifetine.” Thus, when motivated by a creed of hard work and

determination to acquire or maintain a position of power, the family

entexprise can be a very effective agent of industrialization.

Lﬂu‘hmnn, op.cit., p. 28.
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I1I. FACTORS UNDERMINING PATRIMONIAL MANAGEMENT

A, Expansien of the Firm

On the basis of their study on management and industrial

development in twenty-three countries in Europe, Asia, the Middle East,
Sub-Sehara Africa, and South America, Harbison, Myers, and their as-
sociates have reached the conclusion that the family enterprise is
usually most effective im small and relatively simple organizations
such ag retail and wholesale trade, craft industries, and small or
medium-aized industrial plants. In such cases it is relatively easy
for the family, particulerly the extended form, to recruit and gener-
ate from within it= om orbit most of the managerial resources needed.
When the family enterprise expands, however, its patrimonial form is
undermined. As the size cof the enterprise increases, managerial posi-
tions are bound to imcrease both in numbers and in proportion to the
labor force. Coupled with size, technology, and specialized produc-
tion processes the demand is for better-trained high-talent human re-
sources in @ larger quantity than the family group can possibly offer.
To find technicians, engineers, and administrators with the requisite
knowledge, training, and skill, it must go beyond its blood relatives.

Significantly, the family enterprise par excellence, Japen's
house of Mitsui, illustrates this need for the professional most
clearly. It was forced to acknowledge that adding respectable fami-
lies and even their cousins could not develop the required managerial

resources. As their enterprieses grew, the Mitsui and other "zaibatsu"
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found it necessary "...to delegate managerial responsibility to hired
executives and ever-increasing numbers of technicians and cngineera."l
In France, the succesaful family enterprises are those which
are "...responding to the impact of rapid technological advances in
equipment and nethoda."z Enterprises such as Citroen, Michelin, Peu-
geot, etc., have remained family controlled concerns, "...but increas-
ingly they are incorporating their enterprises because of growth and
the high cost of maintaining technical progress--both of which require
rescurces in capital, management, and technological know-how far beyond
the ability of the family to supply. Technology and sheer size are
the iwo powerful forces spearheading the need for professional manage-
meut.“s
As the number of professionals in the patrimonial enterprise
expands, the members of the family find it increasingly difficult to
control the management. There comes a point where the family interests
are better promoted by turning over the operation of the enterprise to
a competent professiomal managerial careerist. This is what happened

in the case of hundreds of family enterprises in the United Sta.te,4

1Har'bilon, op.cit., p. 252.

zEugane W. Burgess, "Management in France," in Harbison and
Myers, op.cit., p. 219.

3bid.

4Bobert Presthus has given an instructive sccount of what hap-
pened in the United States: "In the formative years of American capi-
talism, extending roughly from 1665 to the turn of the century, busi-
ness enterprise was typically omer-operated and controlled, The
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and the same tremnd is apperent in the larger enterprises in England,
Germany, and even France emd [taly today. In the most advanced in-
dustrial economies, therefore, the proprietory capitelist and the fa-
mily enterprise, though still important in petty trade or small-scale
industry, no longer play en influential role in large industrial es-
tablishments.
B. Requirements of the Industrialization Process

If a discussion of the requirements of industrialization

is inescapable in a study like the present one, a heavy drawing from

Harbison's and Myer's excellent book, Management in the Imdustrial

World: An International Anslysis, to which many references were made

throughout the preceding pages, becomes mandatory.

The industrialization process, state Harbison and Myers, has
its set of imperatives: things which all societies must do if they
hope to conduct a successful march to industrialism. This is what

they call "the logic of industrialization." One of the imperatives

system was highly personalized. The owner risked his own money, played
an active role in management, and competed whole=heartedly with his
rivals..." However, "By 1697 consolidation to avoid ruinous competi-
tion and to capture market control and provide huge capital resources
had btecome common, Thus the period in which the typical enterprise
was operated in & competitive milieu by a single entrepreneur or fa-
mily existed only driefly. The succeeding corporation era encouraged
the development of tig organizations by meking capital accumulation
easier, by permitting risk sharing, and by divorcing owmership from
management." (RobertPresthus, The Organizational Society: An Analysis
and & Theory (New York: Alfred A. Knopf, 1962), pp. 62-64.)




58

in the logic of industrialization is the building of the requisite
orgexizations to combine natural resources, capital, technology, and
laboxr for productive purposes. Organization building has its logic,
too, which rests upon the development of management.

Harbison and Myers look &t management from three different pers-
pectives and thus develop & threefold concept of management:

l. From one perspective, management is an economic resource,
or & factor of profuction. In this respect, it is similar to capital,
labor or matural resources, and is combined with them in varying fac-
tor proportions in productive processes.

2. From a second perspective, management is a system of autho-
ritys In industrial society there are the managers and the managed.
The exercise of authority by management is indispensable to industrial
development, and the nature of that development will be critically in-
fluenced by the marmer in which such authority is applied.

3. From the third perspective, management is a class or an
elites. In any industrial society, the members of management are a
small, but usually aggressive minority. In varying degrees in dif-
ferent countries, they enjoy a measure of prestige, privilege, and
power ag an elite, Entry into the management class is of necessity
restricted, and thus it is important to map the avenues of access to
its ranks and to fdentify those vho are its gatekeepers. The matter
of eccess has an iwportant bearing upon the capacity of a country to
accummlate the management it reguires, and it also has a bearing on

the operation of -ansgaunf as a system of authority.
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Looking at management from each of these three perspectives,
Harbison and Myers undertake to trace the logic of management develop-
ment as relatel to the processes of industrial growth. A brief account
of their analysis will be sufficient to show how patrimonial manage-
ment is undermined by the requirements of the industrialization process.

Viewing management as an economic resource, Harbison and Myers
point out that menagement has both quantitative and qualitative dimen-
sions. As industrialization progresses, the numbers of persons in
mens gement increese both absolutely and relatively in the economy.

This is the inevitable consequence of larger capital outlays, the

pace of inmovation, the use of more modern machinery and processes,

the growth of merkets, and the greater complexity of an advanced in-
dustrial society. At the same time business organizations become more
complicated as they grow larger, and the effectiveness of management
increasingly becomes dependent upon skill in reducing the inherent
frictions and inefficiencies of complicated human organizations.

"There is a direct relationship between the quality of the managerial
organization and the productivity of labor, and...many plant-level
lebor problems stem directly or indirectly from management problems."

From the second perspective, management is a system of autho-
rity within the enterprise. The functioning of this system has a
direct bearing on the quality of management as a factor of production.

It also affects the attitudes, mspirations, and general well-being of

lﬂﬂrbt'm and lly.rl, onoaito, Pe 118,



all individuals directly involved in the industrialization process.

The system of authority has tvo important and closely related elements:
first, the exercise of authority within the managerial group and, sec-
ond, the attitudes and policies of management as the rule maker in its
relationships with the workers and their unions.

In looking first at the internal power structure of management,
Harbison and Myers reach the conclusion that the logic of industrial
development calls for increasing managerial decentralization as enter-
prises grow in size and complexity. As industrial enterprises expand,
decentralized administration of some kind is necessary to overcome the
mounting orgenizational frictions and loss of energy which are inherent
in any highly centralized sysiem of management. Carried to értremos,
of coursey, decentralization can cause an organization to disintegrate.
For this reason, "the attainment of the proper balance between central-
ized control and decentralized administration is perhaps one of the
most intricate problems inherent in modern industralium."]'

With respect to management.labor relations, Harbison and
Myers state that as industrialization proceeds, dictatorial and pater-
nalistiec philecsophies of management are forced to give way to a kind
of 'constitutional' management in which wages and conditions of employ-
ment are based upon laws and contracts; management is thus obliged to
share it rule-making power with other contenders, such as the state

and labor unions.

11vid., p. 47.
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From the third perspective, management may be thought of as a
class or an elite group to which only selected persons may have access,
In the early stages of industrialization, observe Harbison and Myers,
nmanagement may be drawn largely from family dynasties or, in some
cases, from political parties or the government service. But techno-
logical and crganizational development temnds to favor professionally
oriented or careerist rather than political or patrimonial management.
As industrialization follows its logical course, increasingly large
numbers of trained engineers, technologists, and administrators are
required. As the managerial class becomes larger, it also becomes less
exclusive, since of necessity the avenues of access to its ranks must
become broader.

In its logical development, therefore, management at all levels
becomes more of & profession than a preordained calling or “priest-
hood". As the industrial society continues to lay stress upon sciemn-
tific discovery, technologicel innovation, and economic progress, pat-
rimonial and political managements tend to be displaced by the profes-
sionals, Decision-making is no longer based upon intuitive judgment;
it depends increesingly upon objective analysis, the reports of spe-
cialists, the advice of consultants, and carefully directed collective
thinking. Positions within the menagerial hierarchy are more precise-
ly defined; goals a.ie more formally established, and criteria for suc-
cesaful performance more explicitly stated. The strategy of manage-
nent becomes based upon a set of rigidly defined principles to guide

its day-to-day tactics. The organization builders who direct, coor-
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dinate, and lead the swelling cadres of "organization men" must have
knowledge as well as experience; they must know a little about many
things as well as a lot about some things. They must master the art

of developing people as well as the simple direction of subordinates;
they must know when to delegate as well as when to exercise their au-
thority of command. "“Inevitably, the modern captains of industry and
their associates in the managerial hierarchy become an elite of brains.
They become an intelligentsia, and access to their ranks is gained in-
creasingly through education rather than through family or political

connoct:lan.s."l

Libid., p. 120.
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IV. CONCLUSION

It is futile to repeat the conclusions reached in each section
of the preceding discussion. Vhat ought to be emphasized, however, is
that the controversy with which we are dealing--whether family firms
impede or promote industrial development--would cease being a"contro-
versy" if we lock at it bearing in mind that there are "stages" of eco-
namic growth, Thus, from all that has been said above, we can conclude
that d4n the early stages of economic development, family firms may be
effective agents of industrialization--as a source of capital and a
basis for "trust" and “"loyalty" in business relationships; but as in-
dustrialization proceeds, fanily firms become a hindrance to further
devel opment because of such practices as nepotism, centralization of
authority, conservatism, and paternalism.

We have seen that fanily firms may have an important role to
play even in more advanced stages of economic development. But no
matter how strong the "sense of continuity of the family tradition™
may be, it loses its effectiveness if there is no response to the
impact of technological immovation, growth in size of the firm, ete.
Indeed, if family enterprises are to grow successfully and maintain
or improve the "family name™, they must conform to the requirements
of industrialization.

It was pointed out earlier that while some economists believe
that it is the fanily chaxscter of business enterprises that has been
the main retarding factor in the economic development of a number of

countries, others maintain that in these countries the character of



enterprise was primarily a product of the economic environment rather
than the reverse-for fareign concerms behaved in much the same way as
the local, and the great corporations behaved in much the same way as
the family. Before going into the study of family firme in Lebanon,
then, it is essentiel to examine the environment in which they operate.
Vhat is the level of education and training, and what are the prevail-
ing value orientatione? For managerial performance is not only deter-
mined by the knowledge and skill of entrepreneurs and the personnel
they employ; the guality of the decisions made in firms depends also
on the frame of reference of those in charge, i.e. on the extent of
their understanding of the situation which confronts them and on the
nature of the values which guide their behavior. Frames of reference
and values in turn are related to the nature of the institutions of a
society, of the roles which individuals play in them and the behavior
which ie expected of them and approved.

The analysis of those features of Lebanese society which have
special significance in determining values, attitudes, and frames of
reference of businessmen will be followed by an examination of the eco-
nonic emvironment. It is essential to know the stage of Lebanon's
econamic development, for as we have seen, whether family firms promote
or hinder industrialization depends to a considerable extent on the
country's stage of development. While it is true that in some more
or less advanced countries family firms have hindered any further de-
velopment, in others, they have proved to be the main agent of industria-

lization in the early ntagiu of growth.
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Finally, it is important to note that family firms do not all
behave in the same way. For example, even though authority tends to
be centralized, there are variations in the degree of centralizatiom.
In the same way, paternalistic practices may be of different types.

We have discussed earlier the three types of paternalism prevailing
in Italian family enterprises and described by Ferrarotti as "feudal
or suthoritarian®, "manipulative", and “democratic or participative".
Each one of these types involves a different atmosphere--different at-
titudes toward delegation of authority, appointment of outsiders in
key positions, basis for promotian, etc.--and consequently each ome
of then plays a different role in the process of industrialization.

In a study such as this, valid conclusions can be drawn only
if the case-studies of family firme are examined in the light of the
environment in which these firms operate. The setting in which family
enterprises in Lebanon operate will be examined in the following chap-
ter. The behavior and practices of these family firms will be analyzed

in chapter IV, devoted to the case-studies.



PART II

TEE SETTING



CHAPTER III

THE SOCIO=-ECONOMIC ENVIRONMENT

As explained in the preceding chapter, it is essential to
examine the environment im which family enterprises in Lebanon oper-
ate before embarking on the actual case-studies of family firms. The
analysie of the socio-cultural environment will include two broad
featuress First, an inquiry into the basic value orientations of
lebanese society will be made; there are rules of behavior and so=-
¢ial roles in Lebanese scciety which impinge on businessmen in their
offices and factories as well as in their homes, and the prevailing
attitudes which permeate the community have naturally molded the
nentality of businessmen, whether they are salaried employees in in-
dustrial concerns or entrepreneurs managing their own firms. Second,
an exemination of the level of education and training will be under-
taken, Education has an important role to play in modifying and
changing the value orientations of a society. Of course, social at-
titudes and cultural values cannot be changed overnight; the process
of socio-cultural change is inevitably a slow one. But if attitudes
and values are to be changed at all, the quality of the education
jrovided in the primary end secondary schools, vocational centers and
universities, is a crucial factor.

This analysis of the socio-cultural environment will be fol-

loved by an examination of the economic environment. The question
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to be answered isz in what particular stage of economic growth does
Lebanon stand?

Having thus ocbjectively examined the environment--socio-cul-
tural as well as economic--in which family firms operate, we shall
try to see, in the concluding section of the chapter, how the prevail-
ing value orientations and economic conditions could affect the func=
tioning of industirial enterprises in general and family firms in par-
ticular, and account for the peculiar role of the latter. Could it
not be, for example, that some of the characteristics displayed by
famnily firms--characteristics assumed to be inimical to industrial
growth—-are nothing tut the product of the environment in which
these firms operate? This would mean that the "unpropitious prac-
tices" of family firms are not inherent in that type of enterprise,
but are somehow "forced upon" industrial concerns operating in such
a setting, and one would expect, therefore, non-family firms to adopt
the same practices and display the same characteristics as family

firmee.
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I. SOME SOCLO-CULTURAL CONSIDERATIONS

A. Basic Value Orientations
L, Family Loyalty

In Lebanon, as in the other Middle Eastern societies, the
family is the basic eocial unit, occupying a focal position in the
culture of the area. '"The place of the individual within his society
ie determined, to a large extent, by his membership in an extended
i‘aai.ly"l—-t}n.t is, & yrerson's status in society, his occupation and
social prestige are largely an expression of his family position.
Tre outstarding characteristic of Middle Eastern culture, and par-
ticularly in the traditional segments of the society, is the "sub-
ordination of the dmdiwidual to hie family and his participation in
larger social groupdings on a family basis."’ Family loyalty and ob-
ligationa take precederce over other loyalties and obligations. To
sexve ome's family de a first prerequisite for gaining approval, and
"the role of a persom who has power in an organization is to use it
to £ind jobe for hie kinsmen in family and sect."’

Deeply rooted in Middle Bastern behaviour, family loyalty has
ne tarally had great effect upon economic life. Yusif Sayigh, stating
thet in Letanon "There sre certain traditional practices that limit

the freedon of action of the entrepreneur and make him less of the

]'R.aphsel Petai, "The Middle East as a Culture Area," The Middle
East Journal, Vol. VI, FNo. 1 (Winter 1952), p. 1l.

znia., Pe 20,

Spstaur E. Nille, Private Enterprise in Lebanon (The American
Undversity of Beirut, 1959), p. 4B.
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notive force that he can be," notes in particular "the strong family
bonls tying the entrepreneur's hands and making it difficult for him
to draw rationally-conceived plans and decisims."l Most business
is still done through family firms, and from the account given by
Mills, it would appear that the outlook of these firms is very much
like that of the French and Italian family enterprises described in
Chapter II:

Business is a family affair, in all partnerships
ard most companies, and employers view their firms
in much the same way as they view their private
house and estate...The firm is the source of the
femily income and prestige, to be managed, inherit-
ed, or sold in the intereste of the family alone.
Important decisions are family decisions, and there
is resistance to the idea of delegation. Business
affairs, being family affairs, are secret and per-
somal. A university research-worker is prying into
family secrets when he wishes to observe the firm
at work. Labour unionists who attempt to push up
wages are encroaching on the rights of family pro-
pextye The law which forces businessmen to pay
indemmities and family allowances to employees is
weakening not only business but also the institu-
tion of the family by burdening it with responsi-
bilities shouldered in other countries, at least
in part, by government itself,"?

Strong family feeling tends to maintain the predominance
of the personal proprietorship and partnership formes of business
organizations. In his study of business enterprises in Lebanonm,

Mills pointe out that widespread family control with its associated

lyusuf A. Sayigh , "Lebanon: Special Econamic Problems Aris-
ing from a Special Structure," Middle East Economic Papers (Economic
Research Institute, American University of Beirut, 1957), p. T6.
2lrthm' E. Mills, “Economic Change in Lebanon," Middle East
Ecomomic Papers (Economic Research Institute, American University of
Peirut, 1956), pp. 80-5l.
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secretiveness is one of the major obstacles to the growth of corporate
enterprise: "The family firm makes it clear to third parties that its
affairs are private. It does not welcome visitors, and will allow no
cutsider to have informetion of costs and revenues, assets and liabi-
lities. BSuch secretiveness naturally dispels any confidence on the
pert of outside investors." Furthermore, the industrialist himself
is usually unwilling to accept capital from persons outeide his fa-
mily or intimate circle of friends. Outsiders must be kept out, for
*outeiders menace the family's control over its vital interests."
It is not surprising, then, that “family control tends to prevent
the merging of small unite even where they are uneconomic, and where
apalgamation would make possible a larger and more efficient scale
of opmtim."2
2+ Ethnocentriam

Another important feature of Lebanese society is ethnocentrism.
True, almost all known societies or groups are to some extent ethno-
centric--individuals everywhere give preferential values to their own
culture or subgroupe. Ethnocentrism in Lebanon, however,

is peculiar in at least two respects: in the first

place, the 'mosaic' and fragmented character of the

society with its divided loyalties, confessional

secte and minority groups intensifies the ethno-

centric bias. In the second place, when such ten=-

dencies are carried to extremes, as is often the

case in Lebanon, each group meakes its own norms or

values ;he point of reference for judging all
others.

L¥i11e, Private Enterprise in Lebanon, p. 29.

2Ih:lﬁ. y P 3le

3Sam1r Khalaf, "Managerial Ideology and Industrial Conflict in
Ltb;.;eun" (unpublished Ph.D. dissertation, Princeton University, 1963),
P .
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In fact, sectarianism has turned the communities into separate
groups vying with each other as groups for power and benefits.

As Sayigh has pointed out, two serious problems related to
sectarianisn "weigh heavily on the wheels of social and economic
progress.”™ The first is "political feudaliem" which characterizes
a system of political relationships between share tenants and large
landowners in the plains area, between small estate owners and des-
cendants of the ruling elite of the past two or three centuries in
the mountain area, and between the city mass (mostly immigrants from
the countryside) and influential politicians whose power largely de-
rives from origins in the countryside supplemented by urban political
affiliations and economic affluence, The followers in this system
owe allegiance to the leader personally and support him in electioms.
On the leader's side, the obligation is to seek benefits and public-
works funds for his men, help them out if they fall into trouble, and
generally ast as their politicel guardian.® Needless to say, "politi-
cal feudalism"--~"this limited form of paternalism"--assures neither
the election of the best men, nor the optimum allocation of public
funde over the country.

Luckily this anomalous feature of the electoral system is
giving way to a truer expression of the electorate's will. However,
a second problem exists, even more closely related to sectarianism.

This ie "political confessionalism" whereby parliamentary seats are

Ygayigh, Entrepreneurs of Lebanon, p. 2.
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allotted according to an agreed pattern to the various religious com-
minities. The general recognition of their assumed rights leads the
communities to conmsider that the best safeguard for their rights is
adequate representation in perliamemt through people of their own re-
ligious denomination. The sectarian pattern is not restricted to the
seats of parliament., By precedent, it governs the distribution of
executive offices, from that of the president of the republic down
%o the level of section chief in & ministry.’
As Sayigh aptly observes,
The combined effect of political feudalism and

political confessionalism has been to push the

unqualified man forward if he is of the right sect

and has the necessary backing; to produce ineffic-

iency and superfluity in the civil service; and to

give the laws of the land little authority and ef-

fectiveness-~in short, to retard far-reaching re~

form in all aspects of society's life. Although

the public at large is aware of the necessity of

reform, it is generally kept so busy with its com-

mnity rivalries that it leaves the field virtually

free for narrow vested interests.

Family loyalty is more intense than it would otherwise be ow-
ing to the excessively ethnocentric nature of Lebanese society, and
this adds to the reluctance of owners to employ outsiders in respons-
ible positions. It also makes them prefer the personal forms of bu=
siness organization, and retards the growth of corporate enterprise
where it is more readily possible to introduce outsiders into the

policy-making board of direction.

Libid.

2Ib1do, Pe 3
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Ethnocentriam has other effects. Firstly, it causes intense
emotional insecurity among workers who are forced to work alongside
persone of different sects from their own. In the first generation
of industrial experience, men and women who have been accustomed to
life in the village are anyway averse to factory discipline with its
rigid hours and pace of activity. In Lebanon ethnocentric emotions
are added to this disturbing context with significant effects on
workers' mc»t:lv.va.t:lan.:l Secondly, it encourages the practice of nepo=-
tiem in all types of institution, political as well as economice

It is fitting to conclude the foregoing discussion by quoting
Khalaf'i

Whether it is loyalty to one's family, sect or

ethnic group, the consequences of such particula-

ristic and ascriptive attitudes are almost always

the same. In industrial organizations, they have

not only violated the workers' semnse of justice

and equality in competitive opportunity, but they

have alpo betrayed some of the rational and uni-

versalistic principles of evaluating productive

resources,

3« Mercantile Mentality

Another ma jor determinant of social values and of behaviour
is the mercantile mentality which is pervading Lebanese society.
Terry Prothro's "Studies in Stereotypes: Lebanese Business Men,"
clearly indicate that the Lebanese themselves take it as an estab-

lished fact that they are "mercantile-minded.’

]'M.i.lla, Private Enterprise in Lebanon, p. 48.

2¢halaf, op.cit., pe 199.

3’.&10 questionnaire prepared by Prothro consisted of a list
of adjectives followed by instructions to select from the list as
many wordse as needed to characterize the following people: Americans,
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This is hardly surprising, since commerce is the ma jor income-
eerning activity of the Lebanese and, as an occupation, has the high-
est prestige. Fitting into the center of the Asian front on the Me-
diterranean, Lebanon is within convenient reach of suppliers and mar-
kets, and therefore enjoys & suitable location for trade and transit
services. (These activities alone account for over one fourth of
nationsl income.) Means of transportation have certainly changed,
but the modern Lebanese trader and middleman, no less than his Phoe-
nician and Arab ancestors, takes full advantage of his country's lo-
cation and of his own skill to collect wares from suppliers and
spread them in markets far and near. Lebanese merchants are parti-
cularly clever in finding buyers and sellers and in bringing them
together; "they are born brokers... They are 'middlemen' by naturo,"l
and they have certain characteristics which are peculiar to the in-
termediary. They are concerned with the immediate transaction, and
once they have taken their commission they are off on the search for
a new transactions ™it is very much the outlook of the merchant ad-

venturers of the late Middle Ages and the merchants of 15th and 16th

Chinese, English, Germans, French, Irish, Italians, Japanese, Lebanese,
Russians and Turke. "Mercantile" (scoring 39%) came at the top of the
list of the ten adjectives most frequently assigned by the sample of
Beirut businessmen to Lebanese, followed by “clever" (36%). (Terry
Prothro, "Studies in Stereotypes: IV. Lebanese Business Men," The
Journal of Social Psychology, Vol. 40, 1954, pp. 277=278).

l)ﬂ.lls, Private Enterprise in Lebanon, p. 45.
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century Europt."l Their aim is quick profits. They do not like to
become engrossed in long-run entanglements, but to be free to go
where the profit happens to be most attractive. The merchant can
switch from one agency to another, from one type of article to another
according to the vagaries of taste. Those merchants who became in-
dustrialists when manufacturing was the source of the greatest pro-
fits do not throw off that outlook as soon as they substitute the
factory for the warehouse; and many a merchant who has cast in his
lot with manufacturing does not give up his commercial agencies be-
cause they are profitable.

However, serious consequences derive from the occupation by
trade and services of a place of honor in the economy. They are of
an economic and a nonecanomic nature.

It is true that the prosperity of trade and services "reflects
a brisk and refined business sense, semsitivity to world markets and
to price fluctuations, mental alertness, skill in trading and in the
performance of services, and an ability to cater to clients' hstes.“z
But the Lebanese tend to take undue pride in the fact that theirs is
a services ecomomy, and consequently neither industry nor agricul ture
receives the attention it deserves from government, or the esteem it
deservee from the rest of the business community.

The bias in favor of services in Lebanese society raises mis-

th
glvings not only because of, subordination of agriculture and industry;

lnid,

2Seyigh, "Lebanon: Special Economic Problems Arising from a
Special Structure," op.cit., p. 86.
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as we have seen, it has also affected the national character. As

Seyigh puts it,

In this trade-centered society, cleverness enjoys

a premium over creativity. The emphasis on gains

made through clever bargaining is greater than the

emphasis on steady business relations and on deals

based on the respective merits of the goods exchang-

ed, And the search for & quick turnover and large

easy profits accentuates an inelination to specu-

lative enterprise and nilitates against mstained

effort and long-term investment promising long-

term, though low, profit rates. 'Catering', which

is a major feature in a services-biased economy,

ig an attitude and a frame of mind. Its imprint

on the quality of entrepremeurial resources and on

entrepreneurial behavior can hardly be escaped.

4. Hierarchical Consciousness and Authoritarianism

Only half a century ago, Lebanon was quite medieval in its
social structure and relationships. No wonder, then, that there is
a legacy of feudal attitudes giving rise to well-defined conceptions
of status, the employer managing the firm autocratically and consi-
dering operatives and supervisors as an inferior class, and the lat-
ter tending to accept orders uncritically. Indeed, employers for the
most part talk of their workers as lords talked of their serfs, while
workers appear to accept their employer in the role of a superior being
who gives orders and makes all arrangements which they themselves
obediently accept.

Sayigh, in discussing worker-management relationships in the
Middle Bast, notes that "...both management and labor carry their

relative social positions and importance largely intact from the

lﬂnyigh, Entrepreneurs of Lebanon, p. 1l.
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social into the economic realn,"l and that "...labour's acceptance of
suthority deriving from the projection of the privileged social posi-
tion of management leads to general acquiescence on the part of la.‘ncmr."2
Mills, observing that "In all types of institution authority is auto~
eratic," emphasizes that "...in most firms, offices, and farms, employees
and peasants are found to expect it to be so. Brought up under strict
paternal authority, educated in schools where discipline and teaching
methods are still as they were in Western schools two generations or
more ago, it is small wonder that the demand for such Western luxuries
as delegated mauthority, joint consultation, is m:a.rv::e."5

The prevailing master-serf mentality breeds inauspicious re-
sults. For ome thing, contact with machines and tools is felt to be
degrading. Operatives are paid to perform that kind of inferior work
and should be left to do so with supervision only by men of their own
class., As Mills aptly observes,

Men of feudal outlook do not easily expend money

on training what they consider to be an inferior ca-

tegory of people. The attitude affects not only

training but plamning and control. The owner who

considers the machine~shop the province of persons

of inferior status is thereby barred from detailed

planning and cogtrol which must be a top executive
responaibility.

]'Iusi.f Sayigh, "Management-Labour Relations in Selected Arab
Countries: Major Aspects and Determinants," International Labour Review,
Vole 77 (January, 1958), p. 522,

%rbid., pe 523
51!:[115, "Economic Change in Lebanon," op.cit., p. 82.
4yi11s, Private Enterprise in Lebanon, p. 97.
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Another detrimental outcome is that such a feudal attitude
not only has created a passive and submissive labor force, it has
also been one of the obstacles halting the growth of an effective
and aggressive labor movement, Labor generally feels at the mercy
of management--mostly because of the abundant supply of unskilled and
semi-skilled labor services which can readily be drawn upon if labor
organizations become difficult to handle and too demanding for mana-
gement's taste.l As for the government, its attitude is more or less
consistant with its theory and practice of general economic freedom.
On the one hand there is a labor code covering several important as-
pects of management-lator relations; on the other, management and
labor are largely left alone to find their formula of peaceful co=-
existence, the government intervening only when strife looms largo.z

5. Hostility and Hospitality

Deeply rooted in Arab calture is the presupposition that the
environment is hostile--that people outside one's family or group are
generally hostile and may take advantage of one another at any t:l.mo.3
Axeb life is filled with interpersonal rivalry--tribal feuds in the
desert, family and village feuds in the settled areas, and intergroup
hostility (more controlled, however) in the towns. As Morroe Berger

points out,

lgayigh, "Management-Lebour Relations in Selected Arab Count-
ries: Major Aspects and Determinants," op.cit., p. 525.

2Ibido, Pe 556.
5(Ibﬂ.uru.u‘l;r, the assumption of a hostile and antagonistic en-

virorment reinforces family loyalty: since one cammot "trust" the

people around, it is only natural to turn to one's relatives whenever

& reliable person is needed--to work in ome's business or contribute
funds.
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Conflict is so much on the verge of breaking out
that interpersonal relations seem to be largely di-
rected at avoiding or covering up the slightest ten-
dency toward the expression of difference. There
are few informal mechanisms for the serious dis-
cussion of opposing beliefs without a display of
intense animosity; except among a few highly edu-
cated members of ome elite group or another, people
do not discuss differences, or they do so with a
bitterness that is constantly at or over the edge
of violence. People seem to sense that the slight-
est tendency to verbal disagreement may easily lead
to unmmanageable discord, and must therefore be sup-
pressed or channeled through a mediator."l

The competitiveness, mistrust, and lack of cooperation which
permeate Lebanese society are simply outward manifestations of such
underlying hostility. The reluctance of Lebanese to give information
about themselves to strangers and officials can be partly explained
in terms of the prevailing attitude of suspiciousness. A more serious
result is the lack of cooperation among businessmen and theix unwilling-
ness to associate with others, even when there is promise of high
rewards. As Sayigh observes,

Thie fragmentation is carried to the absurd point
at which definite damage is suffered by groups and
individual s because of lack of cooperation. The
most conspicuous instance is in the fruit export in-
dustry where a lucrative line of business is being
damaged owing to the absence of common standards of
grading, standardized packing, and uniform pricing.
There is little long-term rationality in the busi-
nese leader's attitude, and it is doubtful that he
makes substantial gains from his atomistic approach
except in the very short run.2

Lyorroe Berger, The Arab World Today (New York: Doubleday and
Company, Inc,, 1962 3 Pe 161.

2Sayigh, Entrepreneurs of Lebanon, Pe 96.



Finally, maragers and workers alike have been So embedded in
thie atmosphere of hostility that each group is singularly motivated
by the intention of locking after its own interests. As Khalaf points
out, "The basic issues in labor-management relations after all arise
from the fact that each group is concerned primarily with its own in-
dividuml welfare and interprets the actions of the other as a threat
to its own survival ."‘.l

Hostility, however, represents just one side of the coin with
respect to Arab interpersonal relations; the other side is typified
by hospitality. Indeed, these are the extremes of Arab interpersonal
relations: excessive hostility alternating with excessive politeness.
Berger emphasizes that while in the desert hospitality comes about as
a meens of overcoming the individual's helplessness in so harsh an
envirorment, in the villages and cities it has a different functiony
"it reduces the tendency of the everpresent hostility to burst into
violerce at every moment. IExaggerated hospitality and politeness are
reactions to exaggerated hostility, at least in pe.r‘l:."2

In any cage, hospitality, which is in Arab society almost a
religious rite, impinges on businessmen in their offices and factories
as well as in their homes. The Arab keeps an open door, and a friend
is welcome at any moment of the day; he will be offered a smoke and a

coffee and great interest shown in his own and his family's health.

ltnalef, opecite, pe 184.
2391-30:, op.cit., Pe 161.
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Hospitality is far higher in the Arab's standard of values than ad-
herence to & strict routine of work and attainment of a predetermined
target. Overworked managers cheerfully chat with visitors, knowing
that the problems are piling up and important decisions being delayed;
and this feature of business behaviour is the more serious because of
the overcentralization of decision-meking characteristic of almost all
Areb institutions. There can never be an assurance as to dates. It
i1s seldom that an Arak completes a task by the time agreed, since
there will always be someone dropping in to delay him. Time, indeed,
still meanse little to the Arab, even in the cities. He is not surpris-
ed or offended if you fail to turn up at a "rendez-vous", and he ex-
pecte you mot to be if he in turm fails to show up. The future can-
not be foreseen. To quote Mills,
It is clear that the Arab's politeness and hos-

pitality, coupled with his fatalistic outlook which

makes him feel no responsibility if he breaks his

word through events he had not troubled to foresee

or to evade, make systematic planning and control

in = bueiness appear to him a strange method of

runing it The pattern of behaviour in Arab so-

ciety, from the family, through school, sect, farm,

factory, and office, is cne which is inappropriate

to & system in which time is a determining factor,

in which man's responsikbility extends into the

future, and in which behaviour is governed by tar-

gets consciously determined.t

The inappropriateness is made more marked by other features
of the environment: the shortage of reliable statistics and the ef-

fort to evade taxation by concealing accounting records. A further

]'M:I.lls, Private Enterprise in Lebanon, p. 94.
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factor of the social environment leading to the same result is the

pervasiveness of fatalism. It is logical to expect that, in a region
where religion still plays a profound part in the life of individuals
and of the community, the attitudes it has provoked towards God should
be projected on to fields other than personal religious life. "There
seems to be & desire," writes Mills, "to leave the firm's fortunes to
the will of Godj to attempt to plan the future would be sacrilege,

for that is the function of the Supreme Power alone."l

B, Bducation and Training

The principal type of knowledge underlying technical and ma-
nagerial progress is scientific. Lebanon is at a stage of evolution
when its culture and philosophy are not yet imbued with the scienti-
fie outlock. All its educational institutions except the foreign uni=-
versities give little attention to science and researchj the emphasis
has all along been on liberal arts and law. "A high premium is placed
on mental 'cleverness', on verbal prowess, which is not the best pre-
paration for facing a country's material pro’bleum."2 It is only
gince the War that the American and French universities themselves
have placed emphasis on science and the practical fields in which it
is applied, such as engineering and agriculture. One decade is too
short & period for such novelties to influence community attitudes;

end so long se the schools at every level remain biassed against

1Ibid¢, Pe 95.

%8eyigh, Entrepreneurs of Lebanon, Pe 3e



scientific teaching, the significance of the university training will
be small.

Thoagn Lebanon is the most literate of the Arab countries, the
treining probtlem in it is just as acute as elsewhere. In spite of the
financial advantage from heving a considerable proportion of the coun~
try's educetioral facilities provided by private institutions and paid
for privetely, the government has failed to provide technical and su-
pervisory treining for the growing industries and commercial under-
takings. Here is one of the reasomns why,

If ve look closely enough at the social and eco-

nomic order in Lebanon, we see a profound lopsided-

ness: a2 mass of unskilled labour at the bottom, a

smell group of trained or partially trained leaders

and risk-takers at the top, and an almost denuded

series of middle ranks. It is like an inverted

mushromm. Both the creative and organizational

upper levels found in Western countries and the

supervisory level are virtually absent, while a-

nong operatives the skilled level upon which all

the superior levels in the hierarchy must rely

for quality in performance is likewise virtually

non-existent.

Mille points out that the educational level of workers being
uniformly I.c:w,z managers in all factories claim that it is impossible
to train sapervisors "out of such material," Besides, in most fac-
tories the industrialist is himself not skilled in the difficult art
of supervision, and is unable therefore to teach it even if he can

find the time, Recruited from the ranks, the sympathies of foremen

ll:ll.ls, Private Enterprise in Lebanon, p. 43.

2]0:1; have had little more than six or seven years of school-
ing.
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are usually with the operatives rather than the owners, especially
since they usually receive no assistance or cooperation from the lat-

ter, have no opportunity for training, and receive low wages.l

One point vhich needs special emphasis here is that the typi-
cal pattern of Middle Eastern life today is one of conflict between
BEast and West, "between the old inheritance and the new potentiality."2
Indeed, contacts with the West, provided by trade, foreign missions
eand schocls, and by military occupation, have exposed the traditional
Areb werld, which had inherited from ite classical age a system of
ideas end a way of life, %o a slow process of social and cultural
change, and this is particularly true of Lebanon.

However, the forms of Western life are usually adopted long
before its spirit is valued or understood. Eban, emphasizing that
there is & gap in time between imitation of the European forms and
assimilation of the Buropean outlock, writes: “The externals of West-
ern 1ife have developed in Europe from a series of inward expressions.
But an Arab, bent on assimilating Europe, is forced to go through the
converse process: he must begin with the visible outward form and
work his way inwards——from the body to the soul...That is all the dif-

Terence between being Western and becoming weaternized."s And as Eban

lIbida’ P 44.

2&.8. Eban, "Some Social and Cultural Problems of the Middle

Eest," International Affairs, Vol. XXIII, 1947, p. 367.

3Ibid., po 368
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so rightly ocbserves, "...a2n wncomfortable intermediate stage occurs
where men have cut themselves adrift from a complete and unified cul-
ture which was their own, and have merely touched the surface of an-
other world which they aspire to enter."l This is the situation in

Lebanon today.

lIbid-o ¢ Do 569 .
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IC. SOME ECONOMIC CONSIDERATIONS

The over-all performance of the Lebanese economy is very good
by Afro-Asian standsrds, After a period of continuous growth since
the war, national dncome currently averages about $325 per capita.
The most peculiar feature of the economy is the singularly high pro-
portion of income earned in the trade sector, namely 28 per cent.
This is higher than anywhere else, in most other countries the pro-
portion ranging betveen 8 and 18 per cent. Generalized, this pecu-
liarity is the preponderance of "gervices" over "goods" in the na-
tional product. The ratio is roughly two to ome, while in most other
countries the pattern is rcverud..l This is no accident; it is the
product of the country's poverty in natural endowments, forcing an
snergetic and ambitious population to take the role of middleman for
which its country's location and its temperament and tradition are
suited.

Agriculture lies between trade and industry in the ranking
of sectors on the basis of their contribution to the national income.
The strong point <f Lebanese agricul ture is the excellence of its
vegetables and fruits. Lebanese fruits, because of their high qua-
1ity, bave been successful in many Buropean markets, Western and
Eastern, despite the exporters' failure to develop effective grad-
ing, packing, end marketing mechanisms and practices, and to respect

shipment specifications ri.goromly.z

]'Sny.lgh, "Lebanons Specisl Economic Problems Arising from a
Special Structure," gp.cit., pp. T0-Tl.

2&1:191, Entrepreneurs of Lebanon, Pe 9.
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Industrislization is a process that takes several decades,
evenn when plarmed ruthlessly by commumistic authorities. In Lebanon,
the process is less than a gemeration old. Beginning feebly under
the Fremch Mandate, it gathered some momentum during the thirties;
but it was the favoursble conditions of the war years which gave it
e reelly strong impetus. Most of the firms which began at that time
vere family establishments set up by merchants and financed from the
profite due to stock appreciation and inflatiom. The management of
these firms vas, and continues to be, conditioned by the merchant
mentality, the desire for wide margins and quick profits, with little
underetanding of the problems of machines and men. As Mills aptly
observes, "The change from the merchant outlook to that of the indus-
trislist is ome involving sociological, psychological, and cultural
changes of a kind which, owing to the deep strength in the human mind
of babit and tradition, cannot be expected to occur in the space of a
few years, especially in countries where education is stereotyped and
book-bound and where technical and administrative training is minimal."!

We have seen that some of the basic value orientations of the
Lebanese have a retarding effect on the industrial development of the
comtry. To these noneconomic features of the environment must be
added some other features, of an economic nature, which hinder, too,
industrialization, Passing mention will be made to three such fea~
tures: the imperfect development of financial institutions, the scarc-

ity of corporate enterprise, and the size of the market.

1!1115, "Economic Change in Lebanon," opecit., p. 85.
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The outstanding feature of the financial framework in Lebanon
is the dearth of fecilities for granting medium and long-term funds.
The growth of monetary amd banking institutions reflects the predo-
pinance of commerce over other economic activities. While the vast
demand for commercial credit has been largely met, the need for in-
dustrial capital and credit has remained virtually unsatisfied by
ba.nka-.l

In sddition to the drive for liquidity limiting the ability
of banke to grant term loans, another limiting factor is that in Le~
banon. no specialized credit information service exists. The banks
are well informed only about the more substantial trading firms, and
know little sbout small traders and industrialists. Moreover, firms
do not keep reliable records, available for inspection by bankers,
ard the risik of lending is consequently high. Credit has to be on
a purely personal basis of trust.

On the whale, imdustry has financed its requirements for both
fixed and working capitel mainly from its own resources, namely the
private fortunes of industrialiste and their families and profits
ploughed bdack into the enterprises, The origin of the privete for-

tunes of families owning industrial firms has for the most part been

Ly e Bank of Syria and Lebanon (BSL), which has been exercis-
ing some of the functioms of a central bank, is not a true central
bank but a profit-meking institution controlled fraom Paris. It is
hoped that the new central bank will encourage the development of an
organized money market. Moreover, it will have an important role to
play in the country's economic development by granting medium and
long-term Loans for the expansion of industry and agricul ture.
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in war profits but hes in many cases been also in business abroad. A
large mumber of emigrants have returned to Lebanon over the last ge-
neration with their sevings and know-how acquired in the Americas or
Africa. And most of those who have remained abroad send remittances,
which, along with the funds derived from the commercial activities
of the family, are used to finance manufacturing.

There are several forces which help to hinder the growth of
corporate enterprise. One of them--widespread family control with its
associated secretiveness--has elready been mentioned. The others, of
an economic nature, ares the embryonic nature of the Stock Exchange,
the progressive tax on profits, and the small scale of most plants
which are engaged in light industry and which are faced with limited
m.rkets.l

TIn all but & few industries, firms complain of the narrowness
of the domestic market accentuated by the fierce competition of more
experienced and favoured foreign rivals and by their difficulty in
entering foreign markets. Often, however, industrialists fail to
realize that they axe the omes to be blamed for not improving the qua-
1isy of their products and for their passive attitude to marketing.
As Mills observes, "...we should avoid accepting as universally valid
the claim that the nmarrowness of the market is the major check on in-
dustrial expansion. That claim needs to be examined industry by in-

dustry. In same i1t is indeed the most serious check to growthe In

Lyi1ls, Private Bnterprise in Lebanon, p. 3l.




91

others, however, frustration, stagnation, and decay arise from quite

different causes... wl

It is obvious from the foregoing discussion that the process
of industrial growth has started in Lebanon. But this process is at
its very early stage; there can be no abrupt change from a tradition-
al social system to complete commitment to an industrial way of life,
Writes Sayigh:

Regardless of the sector in which entrepreneurial
activity is nanifested, the adoption of forms of or-
ganization and of authority-sharing formulas best
guited to the activity undertaken and to its targets
end problems is a touchstone of successful enterprise.
The form may be that of single ownership, partner-
ghip, or corpcration. The formula may be one of
nonolithic concentraticn, of sharing of authority
among equals, or of institutionalization in a hier-
archy where decisions are dispersed yet integrated
according to & master plan. What determines the
form and the formula is the stage of development of
enterprise and in turn soc:l.etg's general level of
organization and development.

What are the prevailing forms of organization in the industrial

sector of the Lebanese economy? The Industrial Census of 1955 indicates

that of the establishments surveyed, more than 60% were single owner-

ships, 3T% were partnerships, and only %5 were corporations.3 This is

llbid.o 9 Pe 20,

ZSa.yigh, BEntrepreneurs of Lebanon, p. 126,

}Repu‘blic of Lebanon, Ministry of National Economy, Industrial
Census, 1955, table 20 (June, 1957), P. 37.
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hardly sarprising, in view of the socio-cultural as well as economic
enviromment. In addition to certain eccnamic factors which hinder
the growth of corporate enterprise--the embryonic nature of the Stock
Exchange, the progressive tax on profits, etc.--we have seen that,
owing to the deefly' rooted precept of family loyalty, most business
is dome through family firms, “outsiders" are kept out of responsible
positions, and capital coming from persons outside one's family is
refused, MNoreover, because the family firm makes it clear to third
parties that its affairs are private and does not keep reliable re-
cords available for inspection, few outside investors are willing to
rigk their funds "blindly"™.

Another important consideration in this connection is that
trade dis the major income-sarning activity of the Lebanese. The pro-
cess of industrislization being less than a generation old, and can-
sidering the fact that most of the industrialists were originally mer-
chants, it is not sarprising to find that the sole proprietorship and
partnership are the prevailing forms of organization. For if the
corporate form of organizetion is the most commendable with respect
to industrial activities, the single ownership and the partnership
are quite appropriate as far as trading activities are concerned.
Furthermore, most of those merchants who turned to manufacturing
have kept their commercial agencies because they are profitable.
Under such conditioms, the Lebanese businessman needs some time in
order to realize that the form of organization which is most suit-

able for one kind of activify is not for the other.
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Let us comsider next the question of authority-sharing formu-
las. From our discussion of the socio-cultural environment--and par-
ticularly in the section dealing with nHjerarchical Consciousness and
Authoritarianism"--it clearly appears that the prevailing formula is
thet of "monclithic comcentration". It was also indicated in Chapter
11 that such a formula usually denotes a not very advanced stage of
industrial development., The logic of industrial growth calls for in-
creasing managerial decentralization as enterprises grow in gize and
complexitye.

It is interesting to note at this point Sayigh's findings with
respect to delegation of authority in Lebanese enterprises. In his
stuly of Entre eurs of Lebanon, he found out that much more dele~
gation of entrepreneuriel authority takes place in finance and ser-
vices than in industry and agriculture. As Sayigh observes, the ex-
planation may lie in the forms of ownership. Unlike industry and
agriculture, banks are mostly corporations, a form in which division
of labor in the entrepreneurial -managerial pyramid is more “accepted".
"When the association between delegation of authority and form of
omnership is exanined, clear evidence emerges that business leaders
in corporations have & much greater tendency to share their authority
with senior stalf then business leaders in partnerships or in single

ownerships. ok

lsn.yigh, Bntrejreneurs of Lebanon, pe 63.
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That "monolithic concentration™ is the prevailing authority-
sharing formule in Letanese industrial enterprises, then, is no more
surprising than the fact that the single ownership and the partnership
are the most comon forms of organization. One would naturally expect
such a state of affairs, since authoritarianism is one of the basic
value orientations of Lebanese society, and since the prevailing forms
of orgenization are precisely those in which division of labor in the
entrepreneuria.l-mm.gerial pyramid is not easily accepted.

Furthermore, decentralization of managerial authority becomes
indispensable only as the enterprise grows in size and complexity.

The sovereign rule of a single man or family, which is inappropriate
for large enterprises, is not necessarily so for smaller ones. Since
in Lebanon most of the industrial concerns are small, decentralization
of managerisl authority has not yet become "a matter of life or death."
Indeed, the country's stage of economic development is such that busi-
nessmen have not yet been forced to recognize that they can no longer
go on with their nobsolete" forms of organization and authority-shar-
ing formula--these are wghsolete™ for countries which have reached an
advanced stege of industrial development.

Lebanon, as we have seen, is in a stage of transition--"cross-
ing over" from a backward into a somehow more advanced stage of econo-
mic development. More specifically, the country is entering the early
stages of industrialization. By ite very nature, this transition re-
quires a coexistence of the backward with the advancing and the ad-

vanced., It is one of the objectives of the present study to find out
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what are the backward, advancing and advanced characteristics dis-
pleyed by feamily firms and the reasons underlying them. But before
doing so, let us stop for a while and try to see how family firms
fit in the setting described above.

First of all, it would appear from a simple examination of the
environment that it is somehow inevitable that most businesses be fa~-
mily firms, Nepotiem in Lebanon is not only "good" behavior, but "ex-
pected" benavior. A man mst be above all "loyal" to his family--
and one way %o prove his loyalty is to provide jobs for his relatives.
1t is only netural for him, then, to keep outsiders out and appoint
relatives in respensible positions. Family loyalty, furthermore, is
reinforced by another value-orientation of the society, namely, the
presupposition thet the environment is hostile--that people outside
cne's family or group are generally hostile and may take advantage
of cne another at any time. Since one cannot "trust" the people
ground, one must necesgarily turn to one's relatives whenever a Té-
liable person is needed, whether to work in the business or contri-
bute funds, for "a member of the family™ is supposedly more trustworthy
than a st:a.nger.l Moreover, family loyalty is not the only feature
of Lebanese society which breeds nepotism and favoritism--the ethno-
centric bias has the same effect. And it really makes no difference
whether the basis of selecting individuals for Tresponsible posi~

tions is membership in one's family or membership in one's

J'Such a situation reminds one of the Brazilian experience,
reported in Chapter II: there, too, key positions are reserved for
relatives "...not only out of a sentiment of family solidarity butess
above 211 they can count on the loyalty of their owm kin."
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gect or ethnic group: the criterion remains particularistic and as-
criptive.

Since family loyalty and ethnocentrism are deeply rooted in
Lebanese society, would it not be reasonable to expect all industrial
enterprises--family and non-family firms alike--to practice nepotism
and favoritism? After all salaried managers in non-family firms and
patrimonial managers are the product of the same environment. Family
loyalty, which makes the latter appoint relatives in their own firms,
urges the former to use whatever power they have in the organization
in which they work to find jobs for family members--and for kinsmen
in sect and ethnic group as well.

Another point which must be stressed in this commection con=
cerns the "lack of cooperation™ for which family firms are severely
eriticized, Ie this "lack of cooperation" peculiar to family firms?
1t would not seem so from our discussion of one of the major features
of the community, namely hostility. If family firms are reluctant to
cooperate and unwilling to associate with others because of their de-
sire to keep their affairs private--"no outsiders"~-non-family firms
display the same tendencies because of the presupposition of & hos-
tile and antagonistic environment: that "the others"™ will only try
to "cheat" and turn things to their own advantage.

We have seen in Chapter II that one of the most frequently
made charges sgeinst family firms in France, Italy, and Brazil concerns
their deficiencies with respect to plamming and control. Since the
business "is not an end in itself," and since its purpose is not to

be found in eny such independent ideal as production or service, but



it exists "by and for the family," there results a serious lack of
understanding of the managerial functions of planning and controlling.
Carefully prepered long-term plans are practically non-existent. In
the French family firm, for example, the main objective is to avoid
use of credit and to make the highest rate of profit possible on a
given turnover. Referring to our discussion about the "mercantile
mentality" of the Lebanese, it may be easily realized that this out-
lock, characteristic of family firms in France, is prevalent in almost
all Lebanese industrial enterprises. Both family and non-family firms
are after "a quick turmover and large easy profits." Thus in Lebanon
one of the factors hindering the effective performance of the manager-
ial functions of planning and controlling-~the "mercantile mentality"--
affects non-family as well as family firms. And there are some other
features of the environment which, too, have an adverse effect on
these managerial functions, namely, the hospitality of the Lebanese
and his fatalistic outlock, which, as indicated earlier, "make syste-
matic plamming and contrcl in a business appear to him as a strange
method of running it;" the shortage of reliable statistics, and the
lack of trained supervisors. Given such an environment, then, one
could hardly consider poor performance with respect to planning and
control as being peculiar to family firms.

It was pointed out at the beginning of this chapter that edu-
cation and training have a eignificant role to play in modifying and
changing social attitudes and cultural values, We have seen, how-

ever, that education in Lebanon has not received the appropriate



emphasis that would allow it to fulfill such a role: not only the em-
phasis placed on science by the American and French universities is
too recent to have eny significant influence on community attitudes
and values, but also the efforts displayed by the universities are
not being matched by the schoole. We have also seen that there is a
flagrani lack of vocational centers, and that the educational level
of workers being uniformly low, "managers in all factories claim that
it is impossible to train supervisors out of such material." Thus,
the charge mede against family firms in countries like France and
Italy-~that family firms are reluctant %o consider foremen as a part
of management, and hence not only fail to make an investment in their
training and development but are also unwilling to give them the ne-
cessary authority to carry out ihe responsibilities which have been
assigned to them--applies in fact to all Lebanese industrial concerns.
Furthermore, the lack of vocational centers is not the only factor
accounting for the shortage of trained supervisors: the prevailing
feudal attitudes have the same effect. As indicated earlier, men of
feudal outlock do not easily expend money on training what they con-
sider to be an inferior category of people. And of course, one would
expect both patrimonial and salaried managers to have such an outlook,

since they come from the same environment.



100

sonal basis of trust.l

And finally, that since there is no organized
money market, a business needing capital either to start or to expand
cannot get the money by issuing stock and selling it on the market.
Under such conditions, then, family firms have indeed an important role
to play--both as a source of capital and as a means for obtaining bank
loans,

There are some other contributions that family firms could
make at this stage of Lebanon's economic development. Since, as we
have seen, the educational system of the country is inadequate and
training is sorely lacking, nepotism may not be so harmful after all.
Yepotism--selecting individuals for responsible positions on the basis
of "who they are" rather than "“what they are"--has certainly inauspi-
cious results in countries where skilled individuals are available-~
professional managers, staff experts, trained supervisors. But in
countries where such individuals can hardly be found, where trained
skills are scarce and the sons of the wealthy have much of the train-
ing, nepotism may be-=to borrow Baldwin's phrase--"relatively costless".
Whether patrimonial managers in Lebanon recognize the importance of
education and send their sons abroad for training will be a matter for

investigation in our case-studies.

lMills reports that one large contracting firm with operating
units in the majority of Arab countries finds it convenient to adopt
the corporate form in Persian Gulf countries, where it has to deal
with governments and planning boards, but to conserve the partnership
form in Lebanon, the seat of its headquarters, because it is far ea-
gier to obtain loans from banks on the personal reputation of the
chief partner. (Mills, Priyate Enterprise in Lebanon, p. 29).
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Let us now turn to the question of paternalism--one of those
whad" practices of family firms which is assumed to be inimical to in-
dustrial growth. First of all, it must be noted that paternalistic
practices in Lebanon are not peculiar to family firms: since, as we
have seen, this master-servant mentelity is one of the main value or-
jentations of Lebanese society, it is likely to prevail in all indus-
trial enterprises, whether family or non-family. Secondly, given the
cultural background of the Lebanese worker, he is not apt to resent
paternalistic practices the way a Western worker would. In fact,
brought up under strict paternal authority, he is already accustomed,
upon entering the factory, to such autocratic treatment. And we have
seen in Chapter II that in the early stages of industrial development
in many societies, the paternalistic approach is quite consistent with
the prevailing social order. Faternalism, for example, has been a
"logical first step" in countries such as Germany and Japen, where the
members of the preexisting dynastic elites became the agents of indus-
trialization. Finally, it must be recognized that paternalism of ten
serves to smooth the major dislocations which an industrial way of life
forces on the newly recruited worker. Since Lebanon is in a stage of
transition--that stage precisely during which major dislocations are
forced on the newly recruited worker--paternalism may have after all
an important function to fulfill. Furthermore, we have seen in Chap-
ter IT that there are various types of paternalism with respect to the
relationships within the hierarchical structure, each having a dif-

ferent impect on the process of industrial growth. Which type prevails
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in Lebanese family firme will be another matter for investigation in
our case-studies.

Finally, we have seen in Chapter II that as industrialization
proceeds and the expectations of industrial workers rise, employers
and menagers are often forced to become less authoritarian and less
paternalistic in dealing with thei.r employees and tend to function as
"oonstitutional managers". Reference was made to those pressures which
force management to adopt different approaches, namely, the social
values of the society, pressures from individual workers, government
labor legislation, labor organizations, technical factors, and pres-
sures from other managements. Our analysis of the environment indi-
cates that no such pressures can be detected in Lebanon. This is an

additional testimony to the country's stage of economic development.



PART III

EMPIRICAL RESULTS



CHAPTER IV

THE CASE STUDIES

The interviews conducted for the present study sought the
views and attitudes of the owner-managers of 10 firms in leading in-
dustries in Lebanon in relation to a wide variety of issues.

For each firm, the following matters were investigated: his-
tory of the firm, ideologies of top management, organizational struc-
ture, delegation of aauthority, personnel policies, performance of
the managerial functions of planning, organizing, staffing, directing,
and controlling.

Presentation and analysis of the findings follows below.

104
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1. PERSONAL INFORMATION

What kind of men are the respondents? What is their level of

education? Why have they chosen their present career?

The ten respondents are mostly under 50 years of age (that
is, at the time of interviewing in 1963). Those from 30 to 39 cons-
titute the largest single age group, numbering four men. Two of the
respondents are in their 40's and two in their 50's. Of the remain-
ing two, one is 60 and the other 27 years old. The leading family
firms in the most importamt industries of Lebanon are thus headed by
relatively young men. This can be ascertained by comparing the above
figures with those supplied by Sayigh in his study of Lebanese entre-
preneurs: at the time of interviewing, in 1959, he found out that his
respondents were "mostly middle-aged and over."l Further evidence is
provided by comparing our findings with those of Khalaf.” The aver-
age age of his sample of 68 Lebanese industrialists is 47, while that
of our study group is 41. This is qﬁite surprising, considering the
common expectation that family enterprises are headed by "old men".

None of the men interviewed is without any formal schooling.
Only one of the 10 respondents did not go beyond elementary schoolj
the others completed high school, and 3 of them went on through col-
lege or university. Two of the 3 men having a university education

are in the 50-59 age group, the third being in his 30's.

lSay.lgh, Entrepreneurs of Lebanon, pe 55.
tnalaf, opecits, pp. 138-139.
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The respondents were asked whether there is a tradition in the
family to run that type of business, and if yes, how long (1.4, for
how many generations). Eight of them said that there is indeed such
a tradition in the family, running back three generations. However,
when asked for father's important sources of income, only 4 out of
the 8 said “marmufacturing”, and the others answered "trade". Asking
for & clarification, the interviewer obtained an explanation which is
revealing of the attitude of petrimonial managers: true, the fathers
of the 4 respondents who answered "trade" were merchants, but they
were merchants in the same line of business, that is, they bought
and sold what their sons now manufacture. The following statement
is typical of the kind of answers given: "My father used to import
furniture, but I said to myself, 'Why import what can be produced
here?'! And this is how I decided, along with my brothers, to enter
the furniture industry." Those 4 respondents were eager to emphasize
the "tradition in the family".that although father and son engaged in
different sectors, they nevertheless dealt with the same product (or
products), thus building up a "superior knowledge of it." In fact,
manufacturing has been a "tradition in the family" in only 4 cases--
the business being started by the grandfather (3 cases), or the
father (1 case).

Six out of the 10 family enterprises were founded by the pre-
sent omers (brothers, or brothers and cousins), and in only two of

these 6 cases was the business established by a single ouner.l As

114 will be explained later why these two single ownerships
are treated here as family firms.



107

already indicated, the fathers of four of those respondents were mer-
chants; the fathers of the remaining two were landlords, and they
themselves had been merchants before stepping into industry. The
fact that 6 of the 10 industrial enterprises were established by the
present owners is hardly surprising since, as pointed out in our dis-
cussion of the environment, industry is a sector which started omly
recently to attract former merchants.

Asked "Why did you choose your present career?" the 4 res-
pondents for whom manufacturing is a tradition in the family answered:
"To follow up father's business career." Only one of the remaining
6 said that he was led to his present career by natural inclination
to it--that is, he felt attracted by the career itself apart from the
attraction of profit prospects, the pressure of urging by elders, or
the prestige expected in the career chosen. The others (sons of mer-
chants with the exception of one who is the son of & landlord and him-
self a merchant before becoming an industrialist) were motivated by
pecuniary profit considerations in their choice of a career.

All 10 respondents have travelled cutside Lebanon (in Burope
as well as in the Arab countries), but only 2 went abroad before en-
tering their present career. Business experience ranks highest among
- the purposes of such travel--"To examine the way European factories
are runj" "Vigit feirs;" "Learn about the new developments which
are taking place in the West"--followed by business affairs, that is,
calling on suppliers and customers. It is interesting to note that
if the respondents rank rather low with respect to one form of educa-

tion (college or university training), they are quite near the top
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of the ladder with respect to another form of education, namely, travel.

II. EISTORY OF THE ESTABLISHMENT

When were these "“family firms" founded? How was capital raised?

What do they produce? What are the forms of ownership?

Bix out of the 10 industrial enterprises were founded before
World War IT: three of them towards the end of last century and the
other three during the 1930's, Three of the remaining 4 firms were
established during or immediately after the war, and the fourth in
1956.

In relating the date of founding of the establishment with
father's occupation and reason for choosing present career, we notice
that there is much in common between the owner-managers of two of the
firms established during the 1930's and the owner-managers of two of
the firms founded immediately af ter World War II: sons of merchants,
they were attracted by the profit prospects of the industrial sector
and they decided to menufacture those products that their fathers had
been buying and selling. It would thus appear that those men who es-
tablished their concern during the 1930's had "felt" the opportunities
offered by the industrial sector even before the favourable conditions
of the war years. The third firm established during the 1930's and
the third concern founded during the 1940's--both single ownerships--

are discussed below,
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Another interesting point to note here is that it is the owner-
nanager of the "youngest" firm--the one established in 1956~-who said
that he was led to his present career by a natural inclination to it.

The partnership is, as one would expect, the prevailing form
of ownership (6 out of the 10 firms) Jd o But strangely enough, the
single ownership has no prevalence over the corporate form; instead,
two of the remaining 4 firms belong to the first category, and two to
the second.

A few words as to why the two single ownership concerns are
treated here as family firms are perhaps in order. Cne of them was
founded during the 1940's by its present owner. Son of a landlord,
he was invelved in trading activities when he became attracted by the
profit prospects of the induetrial sector. He decided to give up
trade and try his luck in industry. This he was able to do thanks
to & financial gift from his uncle and to & guarantee from both his
father and uncle that allowed him to borrow money from banks. Con=-
cerning the administration of the firin, it is managed by its owner
(who is thus, according to our definition, a patrimonial manager),
assisted by his father and his uncle. The owner goes to the factory
in the morning and the father takes over in the afternoon. As for
the uncle, he rarely visits the factory, but he is the "“advisor" of
the owner who generally decides on important matters only after hav-

ing discussed them with his uncle,

1u1 are partnerships of the "nom-collectif" type.
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The second firm was established during the 1930's by its pre-
sent owner. Officially, the concern is registered as a single owner-
ship, but it is actually managed as if it were a partnership, the
ovner and his four sons sharing the administration of the firm. There
is a tacit agreement between them that upon the death of the father
the firm will become & partnership. (It was impossible for the writer
to interview the father--the "owner"™ of the firm. She was told, in-
stead, to select and interview one of the sons, which was, as they put
it, "the same thing." This may be taken as an additional evidence of
the "family character™ of this single ownership concern).

All the pertnerships except one are owned by blood relatives:
brothers or brothers and cousine. In only one case was it found that
one of the partners had become a member of the family, and thus a
partner in the firm, through marriage.

As for the two "Société Anonyme," one is tempted to say that,
from the point of view of form of ownership, the only thing they have
of the corporate form is the name. In fact, they are true "family
concerns": one is owned by four brothers and the other by four brothers
and their three cousins, a.nd‘:\:oth cases all the capital is paid up.

As one of the stockholders proudly pointed out, "There are no shares
in the market. We have them all."

The aseociation between date of founding and form of ownership
yields interesting results, Strangely enough, the corporate form is
not found among the firms established towards the end of the last cen-

tury. The three of them are partnerships. The two corporations are
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two of the firms founded during the 1930's. Started as partnerships,
they were changed later on to corporations because, in the words of
both respondents (they gave examctly the same answer), "We had child-
ren, the family became larger, and so we thought that the corporate
form was more appropriate.”

The case of the third firm established during the 1930's, a
single ownership, was discussed above in relation to the reason why
it is considered to be a family enterprise. What is interesting to
note here is that before founding his own business, the owner had been
a partner in two other industrial concerns, successively. He left the
first paritnership only to form another one (tha partners were "out-
siders", not family members), and it did not take him a long time be-
fore breaking the second partnership and establishing his own firm,
in the same line of business. He had broken his previous partner-
ships because he had been "terribly disappointed" by his partners.

He had found out, by experience, that it is far better to be alone in
business, or else have a partnership formed by family members only,
for "“outsiders cannot be trusted."

Cne is entitled to wonder, under such circumstances, whether
this third firm established durimg the 1930's would not have been a
corporation, too, just like the other two concerns founded in the same
period, had it not been for the unfortunate experiences of the owner.
One is all the more inclined to think so because of the fact that the
omer did not hesitate, at the time he was contemplating entry into

the industrial sector, to embark with "outsiders"™ upon such a new
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venture. Had he not been "deceived by the others," he might have
adopted a different point of view as to whether it is better to do
business alone, and what is more, he would have probably made a true
corparation of his firm, accepting outside investors, rather than
gathering all the shares in the hands of the family, as the other two
corparations did.

Two of the three firms established during the 1940's are part-
nershipe. The third one is the single ownership concern discussed
above., The "youngest" firm, established in 1956, is a partnership.

Only 4 out of the 10 family firms have changed their form of
ownership since their establishment. Two of the three firms founded
toward the end of last century were changed from single ownerships to
partnerships (when the father died and the sons inherited the business),
and the two firms which are now corporations were previously partner-
ships.

Though interesting in themselves, the findings emerging from
attempts to correlzte date of founding with form of ownership do not
pernit any general conclusion as to whether the "oldest" firms are
the es to adopt the corporate form., If the ten firms are taken as
a whole, the answer is more likely to be in the negative, since none
of the three firms established toward the end of last century is a
corpceration. If we leave cut those three firms and consider only the
ones established during the present century, then the answer is more

likely to be in the affirmative.
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As one would expect, in 9 out of the 10 cases the initial ca-
pital came from the owners' own resources--funds inherited or trans-
ferred from the previous trading business. In only one case was part
of the capital borrowed from banks, thanks to the backing of the fa-
mily, while the other part came from a "gift" offered by the owner's
uncle,

As to the gquestion of whether there has been any deletion or
addition to the product line since the founding of the establishment,
the behavior of the family enterprises may be considered rather prog-
ressive: 9 out of the 10 have added to their product line. The rea-
sons were: "To complete the range," and "To meet the demand and satis-
fy the needs of the market." The owner-manager of the firm which
introduced no new product said: "There is nothing to add to our pro-
duct line., We have always been producing, from the very beginning,
what a tanner is supposed to produce,”

In all the firms but one, the number of employees has increas-
ed since the founding of the establishment. The concern which reduced
the number of its employees did so because of the introduction of new
labor-saving machinery.

From an average of 46 employees at founding, the family firms
have reached an average of 244 employees, with some of them making
enormous strides. For example, one of the firms established during
the 1930's has jumped from 300 employees at founding to 1,200; an-~

other one, founded during the 1940's, grew from 6 to 130 employees.
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IIT. ORGANIZATION AND ADMINISTRATION OF THE ESTABLISHMENT

How are these "patrimonial enterprises" organized? Is the
administration divided into sections or departments on the basis of
different areas of operation? What is the extent of delegation of
authority? Are systems such as cost accounting, budgeting and fi-
nancial planning applied? What kind of personnel policies are fol-

lowed?

In all the firms but one, the administration is divided into
sections or departments on the basis of different areas of operatiom,
namely, production, marketing, administration and finance (the last
two sometimes grouped together). No research department exists in
any of the firms. The departments are headed by the owner-managers
themselves, the various sections being divided between the brothers,
brothers and coueins, or father and sons, as the case may be. The
only concern where there are no such sections is the sole ownership
founded during the 1940's.

No firm wes found with employees possessing decision-making
power. Authority is entirely concentrated in the hands of the owner-
meEnagers. |

If, however, there is no vertical sharing of authority, there
is much horizontal sharing of it. More specifically, all the respond-
ents but one stated that they share their authority with their part-
ners or the other members of the board of directors. Asked "What are
the powers of the person(s) sharing authority with you?" the respond-

ents answered without hisitation "Joint decisions." None checked
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“Power to decide in certain areas on the basis of division of labor,"
as one would expect in view of the fact that the administration is
divided into sections on the basis of different areas of operatim.

The respondents were asked to explain such a state of affairs,
and from their answers it became clear that though the administration
is divided into departments, each department head can make up his mind
independently only if the matter on hand is part of the daily routine
of running his own section. If, however, the matter is of some im-
portance, the section heads must consult each other before making any
decision. Thus in the final analysis, the way authority is shared
between the owner-managers "depends on the matter on hand,"™ as one
of the respondents put it. Joint decisions are always made when the
issue is of & certain magnitude, and each department head can make
independent decisions only for questions pertaining to the regular,
day-to-day operation of his section.

It is interesting to note that even the owner-manager of the
firm which is not divided into sections~-the one who said that he
shares his authority with nobody--rarely makes up his mind without
having previously consulted his father and his uncle. Indeed, judg-
ing from the way he answered the various gquestions, one must con-
clude that he, too, belongs to the "joint decisions" group. The
only difference between him and the others is that his "joint deci-
sions"™ are not made with other department heads, but with family mem-~
bers who, though they are in charge of no section, participate never-

theless in the decision-making process.
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Asked whether the duties, responsibilities and powers of each
individual occupying a managerial position are carefully defined and
delimited, all the respondents answered in the negative. This was to
be expected, considering the fact that the heads of the various sec-
tions administer through "joint decisions".

Two remarks made by the respondents are worth reporting here.
One of them is characteristic of the "family spirit": "Why define res-
ponsibilities and powers carefully? You don't do such a thing bet-
ween brothers." The other reflects quite a different attitude: "“Since
our firm is a partnership, we all have unlimited liability. This is
why we cannct afford defining and delimiting responsibilities and
powers.” In other words, since each partner is held liable for the
actions of the others, it is his "legitimate right" to try to “protect
hinself" by checking on what his partners are doing or are planning
to dos 7

Further evidence of the functional diffuseness prevailing
in the ten family enterprises is the fact that none of them has an
organizational chart. Most of the respondents candidly explained
that they do not need one since they are "a family concern." Some
did point out, however, that their firm is not big enough to warrant
such a chart.

Half of the firme employ staff specialists~-all foreign ex-
perts—but in only two of these are they part of the regular group
of employees. In the other three firms, staff specialists are hired
every now and themn, for a year or two, to install new machines and

teach the native -ploy'eu how to use them. The two firms employing
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staff experts on a regular basis are, one a corporation, and the other
a partnership (mme of those founded toward the end of last century).

Two of the five owner-managers who do not employ now any staff
specialists recognized that they had recourse to them at the founding
of the concern. Asked how is it that they have never consulted any
expert since then, the two respondents gave a similar answer: "We get
new ideas from our trips abroad and from technical journals. What
more could a so—called specialist teach us?™' As for the three owner-
managers who have never employed or consulted any staff expert, they
stated that: “Here in Lebanon there are no specialists. And hiring
a foreign one means a huge expenditure without satisfactory results.
Foreign experts fail to comprehend local conditions. They try to
apply here Western techniques, disregarding whether they are suited
for an underdeveloped country like Lebanon, and for a firm like ours.
Under such circumstances, we are the only proper specialists, We
have acquired through our travels abroad in developed countries and
the many years of working in our field a vast experience that quali-
fies us as true experts."

Of the following four systems--double entry system of book-
keeping, cost accounting, certified external auditors, budgeting and
financial planning--only the first one is applied by all the firms
without exception. S8trangely enough, however, no less than seven firms
apply budgeting and financial planning. The system might not be very
developed in some of them, but the fact remains nevertheless that more

than half of the firms attempt to produce financial budgets to help in
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the decision-making process. Cost accounting is applied by only three
firms, and external auditing by only two.

The most striking feature in the application of these four sys-
tems is that the two firms which employ external auditors have also
adopted all the other systems. One of them is a corporation, and the
other is the “youngest" partnership. It is also interesting to note
that the third firm applying cost accounting is the second corporation.

Most of the firms follow the same procedure for hiring a fore-
man or a worker,

In 9 of the 10 concerns, foremen are former workers who have
been promoted on the basis of their competence--"They have shown
greater ability in handling their job and more capacity for comprehend-
ing things and grasping facts than their fellow workers." The "young-
est" partnership is the only concern following a different procedure:
it has recourse to a placement agency or puts a notice in newspapers
whenever a supervisor is needed.

None of the firms--except one--has any specific policy con-
cerning the recruitment of workers and no standard procedure is fol=-
lowed, Individuals usually present themselves at the gate of the
factory asking for a job. If workers are needed, the owner-manager
has only to pick up some of them. Another way for getting men is
to ask the workere to bring along their relatives and friends.

The only firm which faces some difficulty in recruiting wor-
kers is the one in the tamming industry. The explanation given by

the owner-manager is that "Workers find that tenning is not a clean
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jobs" The labor force is mostly composed of workers who have joined
the firm many years ago; the "new" workers are for the greater part
the sons of these workers.

It is interesting to note that the only firm which has scme
kind of policy concerning the recruitment of workers is ome of the
two corporations. Preference is given to young boys of 12-14 years
0ld because "they usually have a greater facility for learning the
job than men who have already reached a certain age and acquired cer-
tein habits. We take them young so as to be able to train them pro-
perly. and mold them the way we want." How different is this point
of view from that put forth by enother respondent who said: "When-
ever possible, we prefer to hire workers who have already been train-
ed in some other firm operating in our field. Getting men who already
know the a, b, ¢ of the job saves both time and moneyl"

In all the firms there is a probation period during which
workers are tried to see whether they are fit for the job. This
period of trial varies greatly from ome firm to the other, oscil-
lating between one week and three months. No other training is pro-
vided apart from the training workers acquire on the job, under the
supervieion of the foreman.

The findings concerning the social services provided by the
firme to their employees are interesting indeed: there is no profusion
of social services, as one would expect from family enterprises. All

the firms without exception provide medical care, but nothing more.
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IV. IDEOLOGIES OF TOP MANAGEMENT

How do these patrimonisl managers conceive their functions to
bve? Do they believe that an owner-manager is inevitably more efficient
in his job than a salaried mna.ger? What are the qualities they most
require in their subordinates? In making major decisions, what con-
siderations do they take into account? What are, in their opinion,
the most powerful motives in business? What manifestations consti-
tute, according to them, entrepreneurial success? Do they try to
keep up with technical advances by visiting fairs and subscribing to
journals? What is their attitude towards labor unions? Do they
think that the government should intervene in management-labor rela-
tions? In short, what are the ideologies of these owner-managers?

This is the broad question to which answers were sought.

Asked "As a top manager in the Establishment, what do you con-
ceive your function or fumctions to be?™ the respondents expressed the
opinion that this is a difficult question to answer. After pondering
upon the matter for a while, however, most of them were able to give
some clear answers, These answers reflect, above all, the "market-
consciousness" of the respondents. "Studying market conditions" is
considered to be one of their main functions. In the words of one
respondent, "™Much of my time is devoted to finding out what are the
needs and wants of the consumers, what are the changes occurring in

them, and how could they be best satisfied."
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"Following up the developments taking place in the West," is
regarded by the respondents as being another of their main functions.
This is the search for improvements--keeping track of the advances
made abroad and examining local conditions to see whether they could
be profitably applied by their f:l.rm.:L e must not only keep ourselves
informed about the machines already existing in Europe and the tech=
nigques being used," said one of the respondents, "but we must also be
aware of the new technical advances."

A1l the respondents indicated that they consider "Price-setting"
as one of their main functions.

These three functions which the respondents consider to be the
main responsibilities of their job could be grouped together under the
heading of "Decision-making"--decisions as to what to produce, tech-
nical decisioms (choice of machines, processes, etc.), and pricing de-
cisions. Another group of answers given by the respondents cluster
around the menagerial function of control. Actually, they do not li-
mit themselves to controlling the upper and middle levels of the or-
ganizational stru-cture—-'their senior staff and supervisors. Some of
them, complaining that "foremen are not careful enough," extend their
personal control down to the rank and file level. "Whenever I go over
there to observe the workers at their job," said one of the respond-
ents, "I discover many things that are not properly done and that

pass unnoticed by the foremen."

1This brings to one's mind Sayigh's notion of "adaptive inno-
vation". (See Entrepreneurs of Lebanon, chapters II and V).
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Such a strange combination of attitudes as that displayed
by these omner-managers is gquite striking. On the one hand, their
search for improvements and their reasoning concerning the introduc-
tion of technical advances denctes a broad perspective and progressive
views. On the other, their conception of the managerial function of
contrel indicates a limited outlook and retarded views. But could it
not be that their way of exercising control is somehow provoked by the
shortage of trained supervisors? After all, Lebanese managers have
of ten been heard uttering bitter complaints about the difficulty of
treining supervisors out of their jlliterate labor force and about
the readiness of foremen to sympethize with the workers and to carry
leniency much too far. Such a combination of contrasting attitudes
may be taken as another sign of the transitional stage of the country
in vhich these industrialists operate.

About half of the respondents concluded their explanation as
to how they conceive their functions to be by emphasizing that "As
& top manager in the Establishment, I am responsible for maintain-
ing the good reputation of the firm. Customers must feel that they
can rely on our product, and that they have received a fair value
for the expenditure made."

To the question "Which of your different experiences have in
your ovn opinion proved most useful for your present career?™ 9 out
of the 10 respondents checked "Experience" first, then "Travel) and
lastly "Education". It is only natural for those respondents who

have not gone beyond the high school level to believe that experience
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has been more useful than education. But it is quite surprising in-
deed to find out that 2 of the 3 university-trained men have identi~-
cal views, rating experience before education. "Experience," stated
one of them, "is necessary, while education (that is, education beyond
the high school level) is not. So much the better if one is a univer-
sity graduate, but that is not a requirement for success in business."
The other one (B.A. in Economics) sighed: "All those theories over
which I broke my head for four years, I never had the opportunity to
put them into practicel!™ It is interesting to note that all those
respondents who placed experience before education in their evaluation
made it a point to emphasize that by "experience", they mean both the
experience acquired on the job through the years, plus that gained by
travelling a.broad in developed countries.

Educetion had the first place in the ranking of only one res-
pondent, the third man having a university training. But he was care-
ful to add that education alone "is not enough." It must be comple~
mented by experience. "The making of a manager," he explained, "is
jdentical to the making of a physician." How similar are the views
of this owner-menager on that matter to those of Lyndall Urwick, the
famous management scholar who saids:

Broadling spesking, and for the common run of

men and women, administrative skill is very com-

parable with medical skill. It is a practical

art, end practice is essential to make it perfect—-

much practice. But practice wholly divorced from

study is as likely to be limited in its results

as study undisciplined by practice is likely to
prove gterile and mialea.ding.]-

1} yndall Urwick, The Elements of Administration (New Yorks
Harper and Brothers, 1943), p. 14,
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Unlike the German "unternehmer" described in Chapter II, Le-
banese patrimonial managers do not seem to believe that managers are
"horn"=~that is, that managerial ability is the result of certain in-
nete qualities. Such a statement can be safely made considering the
fact that none of the ten respondents checked "Born"™ in a list which
also included "Made"™ and "Both".

(nly one out of the 10 respondents said that he believes that
managers are "made"; all the others expressed the opinion that managers
are both "born" and "made"--that is, a men must have certain innate
qualities to be & capable manager, but these "raw" aptitudes are not
sufficient by themselves, they must be developed through experience.
(An interesting remark: the only respondent who did not neglect to
add "edusation" to "experience" is the university-trained owner-ma-
nager described above).

Asked whether they believe that an important task of the ma-
nager is to develop future managers out of his subordinates, no less
than seven respondents answered in the negative. As they see it, the
manager's task is to develop "reliable assistants" ouf of his sub-
ordinates, not "future managers." Some of these respondents specified:
"Reliable assistants who would be capable of replacing me for a day
or two if circumstences force me to absent myself for a while."

A tentative explanation of the owner-managers' attitude on

I"Ma.nag-rs are made" is contrasted to "managers are born"--
"nade" meaning that managerial ability can be acquired through educa-
tion and experience.
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that matter may te advanced here: they do not see any point in at-
tempting to develop future managers out of their subordinatee since
there is no possibility of their even becoming managers in the family
enterprise.

Of the three respondents who answered the question in the af-
firmative, two maintained that the manager should first try to find
out whether his subordinate has any disposition that would make the
teaching efforts worthwhile. Otherwise it would be a waste of time.
The third respcndent--the owner-manager of the "youngest" firm and
one of those respondents having a university education--stated that
a manager should try to develop future managers out of his subordi-
nates for "expension purposes™--that if the firm grows beyond the
point where it can be properly managed by the partners, there will
be trained men in the organization to take charge of a new department
or section.

The respondents were asked whether they think that “ownership
creates a sense of responsibility." An emphatic “"yes" was uttered by
nine of them. The only one to point out that this is not necessarily
so vas the university-educated shareholder--the same one who stood
alone in emphasizing the complementarity of education and experience.
To his mind, "the sense of responsibility" is something much more re-
lated to a man's nature and background than to his econaomic status.

A sapplementary question was posed to those respondents who

ansvered the previous one in the affirmative. Would they say that



126

an owner-manager is inevitably more efficient in his job than a sala-
ried manager? Certainly they would. An omer-manager "feels for his
firm," a salaried employee does not. While an owner-manager is faced
with the alternative of meking profits or incurring losses--which is
"y basic source of motivation"-~the employee who receives & fixed
monthly salary has no such "pushing®. "He doesn't care about the

firm as long as he ie getting his pay regularly... fou cannot make him
put forth his best efforte unless you give him a share in the profits."

When the views of the respondents concerning the question of
whether managers are “born" or "made" are related to their views as
to whether an owner-manager is inevitably more efficient in his job
than a salaried manager, one is tempted to advance the following spe-
culation: that the reluctance of Lebanese patrimonial managers to
hire salaried menagers is not due to their fear that the latter might
lack the Mimnate qualities™ that it takes to make an able manager,
but rather to their conviction that salaried employees are deprived
of the powerful profit motive which "pushes" the owners to put forth
their best efforts.

A number of questions were posed to the respondents in an at-
tempt to find out what, in their opinion,are the proper criteria for
selection and promotion.

The respondents were first asked: "Assuming that there is a
vacancy in your establishment and that & number of individuals apply
for the position, what would be your criterion for selection?™ They

were given a list of four criteria--"Loyal friend of the family,"
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"Nember of your ethnic group or sect," "Technical competence," "Accepts
& low salary"--and were requested to select one of them (otherwise to
specify which criterion they would use). "Technical competence" won
the votes of all the respondents. And what is more, most of them ex-
pressed their surprise to see that criteria such as the first two were
included in the list.

The respondents were then asked to rank the following criteria
for a manageriasl promotions “Seniority", "Kinship", "Membership in your
ethnic group or sect", “"Competence". Only two of these were checked
by the respondents: "Competence" first, and then "Seniority". As for
the other two criteria, they wereleft out because, in the words of
the respondents, “they are irrelevant.”

All ten respandents agreed not only in their choice of eri-
teria, but also in ranking them. Competence, they specified, is the
first thing to look for, seniority enters second into the picture.

If, however, the two candidates for promotion are of equal competence,
then preference must be given to the one with the greatest seniority.

The third question was put to the respondents in the form of
a hypothetical situation, and they were asked to state their opinion.
Let us assume, they were told, that there is an opening for a higher
position in a business organization and that there are two candidates:
one is not very competent, but he is a relative of the owner; the other
is quite competent, but he is not a relative of the owner. The head
of the organization decides to pramote the outsider rather than his
relative. Do you think this is a sound decision? All the respondents

answered in the affiniative, declaring that under the circumstances,
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this is a sound decision indeed, because "the interests of the firm
come before anything else," They all added, however, that if the re-
lative and the outsider were of equal competence, then it would be the
part of wisdom to select the relative for after all he is "a member of
the family."

The answers given by the respondents to the foregoing group
of questions may have been somehow biased: the respondents might have
not expressed their own personal views on the matter but rather tried
to give the "ideal" answers, those that a "good" manager should make.
However, this is not the impression the interviewer got while listen-
ing to them. As a matter of fact, they seemed quite sincere. At any
rate, the fact remains that they all gave identical answers. The sample
might be small to justify sweeping gemeralizations, but considering the
complete agreement that exists between those who compose it, it would
be advisable to reconsider the charges of extreme nepotism made against
family firms when it comes to family enterprises operating in Lebanone.
This thorny quegtion will be more elaborated further on.

In order to throw light on what sort of men the respondents
would like to have as their senior staff, they were given a list of
ten qualities and asked to indicate the qualities that appeal most
to them. One striking result is that all the respondents checked the
same four Qqualities, with only a slight variation in the ranking. The
runner-up as first choice was "honesty", followed by "technical effi-
ciency™, then "hard work", and finally “ability to get along well with

people."
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Most of the respondents made it a point to emphasize that they
would rather have honest employees, even if they are not very shrewd
businessmen, rather than the reverse. Some of them seized the oppor-
tunity of being asked this guestion to complain about the "difficulty
of getting an honest man at one's service." One respondent reported
that he once ceught the head of his salesmen offering toa customer
the product of a competitor. Similar stories were reported by two
other respondents, one accueing his production supervisor and the
other his purchasing assistant of robberye. It would thus appear that
the respondents' choice concerning the first quality that they would
like their senior staff to have is dictated by experience.

Not surprisingly, when asked "If you were to decide to expand
your business, what would your preference be as to the source(s) of
finance?" all the respondents answered "reinvesting profits"--rather
than “borrowing from relatives," "new partners or share-holders," or
"horrowing from banks." Two of the respondents said that their choice
was dictated by the prevailing shortage of credit facilities for medium=-
term and long-term loans --What is the use of borrowing from banks if
you have to pay them back after three months?® The others stated that
they would reinvest profits because "It is better to use one's own
means whenever possible rather than have recourse to outsiders,.”

The respondents were then asked: "If you are reluctant to ex-
pand your business, is it because of (a) Feeling that you cannot handle
a large business without sharing your authority with someone else, (v)
Feeling that you would lose your independence by bringing in outside

capital, or (c) Some other reason?
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A surprisingly large number (6 out of the 10 respondents) an-
swered that what would prevent them from expanding their business are
marketing considerations--"Why increase your output if you cannot get
rid of it?™ As for the other four respondents, they said that their
reluctance to expand their business would be mostly due to the second
factor rather than to the first, because "a capable man can always ex-
pand his concern without losing control of it." "Besides," they added,
"gince many of us are controlling this enterprise, we can always divide
the increased responsibilities between us."

Asked "If you were to find out that the size of your plant is
uneconomical and that by merging with another firm in the same activity
you would reach an efficient scale of operation, would you undertake
the merger?” only three respondents said that they would, provided
that the transaction allows them to retain control of the enterprise.
The other respondents stated that they "do not like very much" the
idea of a merger, because, to quote ocne of them, "I'd rather be the
only captain on my ship--along with my brothers, of course." '

Since 2 of the 10 firms under study are now corporations, the
question "Hawe you ever thought of changing the form of ownership of
your Establishment?" was posed only to the owner-managers of the
other enterprises. Five of those eight patrimonial managers answer-
ed by asking another question: "Why change the form of ownership?

What for?™ An affirmative answer was however obtained from the re-
maining three.

In one case-~that of the single-ownership concern founded

during the 1'940':--—1:}10' owner stated that he thought once of changing
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the form of ownership of his establishment but he soon changed his
mind and the project was not carried out. The reason given is that
"It would not have been profitable to adopt the corporate form--too
costly, with all these taxes, among other things."

The second case is that of the firm in the tanning industry--
a partnership. Here, however, it is not simply a question of patri-
monial mansgers deciding to change the form of ownership of their con-
cern. Rather, there is a combined project for all tanners which is
being studied by the "Ministry of Plamming". The tanning industry is
faced with serious problems of overproduction and limited outlets.
There are, furthermore, great discrepancies as regards the stage of
mechanization of the various concerns: some are completely mechanized,
others are partially, and a number of them are not at all. The pro-
posal under study is to form a "Société Anonyme" of the five or six
tanners who are in & position to meet demand in the most efficient way
and eliminate all other concerns, whose owners would receive as com=-
pensation shares in the newly formed corpomtian.l The family firm
under study is one of those five or six enterprises which would be
merged into a corporation if the proposal meets the approval of all
tanners.

In the last case, changing the form of ownership is something
that will have to be done because of circumstances: upon the father's
death, the firm, which is now a single ownership, will be changed in-

to a partnership shared by the sons.

lIt is interesting to note that such an approach was used
successfully in Great Britain in 1930-40.
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The respondente were asked: "Do you think that certain mana-
gerial practices which may be acceptable in a small firm become in-
appropriate as the firm grows in size and complexity? No less than
seven answered in the affirmative, one of the remaining three uttered
a categorical "No", and the other two replied that they "Don't know,"

Those seven respondents who answered in the affirmative were
asked to give one or two examples., With the exception of three, all
were at 2 loss for answering. The examples given by the three were:

"When the firm was small two brothers were able to manage it.
Later on when it became bigger, a third brother was needed to relieve
the others from their too many burdens, then a fourth, and now we are
five brothers sharing the responsibilities of managing the business."

"One can supervise ten or twenty employees, but not 1801"

"When the firm was small, workers worked overtime and nobody
complained., Now that the enterprise has grown in size and the number
of employees has increased, they refuse to do so and they are backed
by their unioms."

While the first two examples reveal that the men who gave them
were able to view the problem in its right perspective, the same thing
camot be said about the third respondent. His example indicates a
failure to comprehend the gituation and grasp the core of the matter,
Perhaps the question was too “academic" for him, as it was for those
who could not give any example. Indeed, this possibility was foreseen
while preparing the questionnaire, and it was decided that the respond-

ents would be first asked to give one or two examples of their own--
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g0 a8 to find out the nature and direction of their views on that mat-
ter--and then requested to indicate their opinion on a specific issue:
whether they believe that as the business enterprise grows in size and
complexity two changes are called for, first, decentralization of autho~
rity, and second, appointnent of professional managers and staff spe-
cialists. &

That only one of the seven respondents answered the first point
of the issue in the affirmative is hardly surprising. As they see it,
decentralization of suthority--that is, delegating authority to emplo-
yees--does not become & requirement as the firm grows in size and com-
plexity because the increased responsibilities can be shared by the
brothers, or brothers and cousins, or father and sons, as the case
may be.

Interestingly, however, all seven respondents answered the
second point of the issue in the affirmative. They stated that they
do believe that professional managers and staff specialists are cal-
led for, but only if the firm continues to grow beyond a certain point.
Up to that point, the enterprise can very well do without the services
of these men: the members of the patrimonial group are more than ade-
quate. All seven respondents were careful to emphasize that though
their firm ie growing, it has not yet reached that critical point.

To use the words of one of them: "There is still a long way to go be-
fore our firm reaches such a size so as to require the appointment of
prof essional menagers,"

In order to obtain some more information about the respondents!

attitude toward human ‘rela'ticns and superior-subordinate relationships,
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two sets of subordinates were described to them, and they were request-
ed to indicate which of the two in each set they are likely to prefer.

Eight out of the ten respondents said that they prefer a sub-
ordinate who has a tendency to "speak out his mind" rather than one
who accepts orders unquestionably. Credit must be given to these men
who, though very jealous of their authority, are nevertheless willing
to listen to what their subordinates have to say. Five of those eight
respondents emphasized that they usually seek the opinions of their
subordinates before deciding on technical matters concerning their
own departments. Of course, the final decision is theirs, but this
decision is reached in the light of the various arguments advanced
by the subordinates. Thus these men who concentrate all powers in
their hands and are reluctant to delegate authority do not hesitate,
nevertheless, to let their subordinates express their opinions so as
to be able to make sound decisions based on an analysis of a variety
of views pulled together. The other three respondents adopted a dif-
ferent attitude, however. Corte.ix"ily, they stated, they do prefer a
subordinate who has a tendency to "speak out his mind," but "unfor-
tunately, with Lebanese subordinates, one must expect very few valid
points and lots of nonsense." Thise is due, they believe, both to
ignorance and lack of interest on the part of subordinates.

Only two respondents said that they prefer a subordinate who
accepts orders ungquestionably. However, as it appears from their
statements, when they spoke of their subordinates in such terms they

had in mind their workers rather than their senior staff.
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"Workers have to do what they are tcld to do and not waste
time by arguing. Thinking is not their job, it is ocurs."

"When I tell one of my workers to do something in a certain
way, it is because this is the best way of doing it. There is there-
fore no need for him to 'speak out his mind.'"

It is interesting to note that these statements which express
very similar views were made the first by a shareholder, and the second
by a single proprietor.

The second set of subordinates included the following two types:
(a) one who needs detailed instructions to perform an assignment and
is reluctant to accept responsibility; (b) one who prefers to receive
broad instructions concerning a specific assignment so that he can
"think his way through" and exercise his own judgment. The same eight
respondents who stated that they prefer a subordinate who has a ten-
dency to "speak out his mind" said that they would choose the second
type of subordinate provided that he has the ability to cope with the
responsibilities of the assignment. In the words of one of them,
"Whether I give detailed or broad instructions to my subordinates
depends on & number of factors: the ability of the man, the type of
work to be done, and whether it is the first time that he is doing
ite"™ Detailed instructions are generally issued if the owner-mana-
gere coneider the job to be "complex" and also if the subordinate has
never done it befcre.

The other two respcndents said that they prefer to issue de-
tailed instructions to subcrdinates for "one can never trust the

judgment of workers."
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The respondente were asked whether they think that there are
encugh able foremen or supervisors to communicate between management
and labor. Half of them answered in the affirmative, stating that
"Ime Lebanese worker learns quickly" (it will be recalled that, in
moet of the firms, foremen are simply former workers who have been
promoted).

Three of the five respondents who answered in the negative
held that it is quite difficult for them to select and develop fore-
men out of their workers for "they rarely make an effort to think
and they have no sense of responsibility." As for the other two, they
complained about the general shortage of capable foremen and the fail-
ure of the government to meet this problem by establishing vocational
centers, The shortage notwithstanding, the respondents stated that
they provide no formal training at their expense for their personnel
apart from training scquired in the performance of the job. As one
of them put it, "Why spend money to provide formal training to our
workers when they can learn while working on the job under the super-
vision of the foreman? Besides, it would be foolish to provide any
formal training to the newly recruited men since some of them quit
after a while to open their own shop."

Nine of the respondents declared that they believe the pre-
sence of foremen necessary for efficient operation, and only one said
that it depends on the size of the business. That same one expressed
the opinion that foremen should be regarded as part of management "to
meke them feel responsible;"™ all the others think that foremen are
neither part of ma.nagﬁment nor part of the rank-and-file: "they are

in-between."



137

One interesting point to note is that none of the respondents
said that the presence of foremen is umnecessary because their func-
tion is not significant or because they themselves could perform ite.
But what is more arresting is that, contrary to what one would expect
from businessmen in an underdeveloped country, and particularly from
patrimonial managers, none of the respondents consider foremen as part
of the rank-and-file-~they are "e class apart, standing between manage-
ment and workers."

The respondents were requested to select, and rank, the three
motives for their business activities that were the most powerful, in
their opinion, ocut of a list comprising "pecuniary profit," "power,"
"prestige and status," "sense of achievement," “satisfaction in ex-
pansion in one's business," and "philanthropy and social service through
one's money." Their ranking gave the first place to "prestige and sta-
tus" (most of the respondents specified: "the prestige and status of
our firm"), second place to "pecuniary profit," and third place to
"gense of achievement.™

These results might be somehow surprising, in view of the re-
putation Lebanese have for their "mercantile mentality". However, the
pattern is understandable when it is recalled that family firms general-
ly give more heed to prestige and status than to pecuniary profit. It
should be noted, nevertheless, that these two motives follow each other
very closely in their ranking by the respondents.

There are many ways in which the length of the businessman's

time horizon can be ascertained. The method selected in this study
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was to determine the preferences of the respondents with regard to the
sige of investment and the period of waiting for return, and with re-
gard to the size of profit margin per unit related to a given capital
turnover. The vote was divided in the proportions of 7 out of 10 and

3 put of 10 between (&) undertekings involving heavy investment and
considerable waiting before returns begin to flow in, but promising

a long period of flow, and (b) undertakings involving relatively little
investment, a short period of waiting, and a quick capital turnover.

It is interesting to note that three of those seven respondents who
gave their preference to the first situation emphasized that the ideal
gsituation would be "™a combination of the two: to have a business that
promises a long period of flow, but which neverthelese does not require
considerable waiting before returns begin to flow in."

The next question brought forth a more clear-cut expression of
opinion. Unanimous support was given to the alternative of a small
profit margin per unit of sales on & large volume of business, against
the alternative of a large profit margin per unit on a small volume of
business.

It ie evident that such results lend support neither to the
widely publicized "mercantile mentality" of the Lebanese (their sup-
posed concern for the immediate transaction, dislike of long-run
entanglements, and emphasis on guick profits), nor to the contention
that the main objective of family firms is to make a high gross to-
tal profit by restricting output., Lebanese family firms seem to have

realized that cutting down on production in order to increase profits
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is an unrealistic economic view which should be discarded in favor of
a more rational policy, namely, satisfying the market's needs and wants.

The respondents were asked whether, in making major decisions,
they rely more on thorough calculation and statistical evidence or on
their own perception and their "feel" of a situation. All ten respond-
ents stated that they do both, these two ways being followed in the
reverse order. In other words, their perception guides them among the
many poesibilities and opportunities their business presents, but it
is down-to-earth calculation and factual evidence that helps them
finally make up their mind one way or another. Thus in the final ana-
lysis the emphasis is on the course of calculation and evidence.

The respondents were asked: "In trying to promote your sales,
do you mainly: (a) Catch up with changes already occurring in consumers!
tastes by studying market conditions and following the whims of the
market, or (b) Try to influence tastes by advertising, demonstrations,
distribution of free samples, etc.T"

All ten respondents stated that theirs was the course of fol-
lowing the whims of the market. BSome of them said that they also try
to influence tastes by advertising, but they did not seem to have
much faith in the effectiveness of this method. One of them even went
as far as to say that "Here in Lebanon if a firm advertises too much
people jump to the conclusion that it is in a shaky position and that
it is trying %o get custamers in this way because it cannot attract

them by the quality of the product itself."
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It is thus the contention of these owner-managers that in
Lebanon advertising is not regarded by the public as a means of dis-
playing the superior characteristics of a product, but rather as a
technique for hiding its shortcomings and "blinding the people."

Could it be that their lack of aggressiveness in marketing is due to
this belief of theirs? Or do they put forth such an argument in an
attempt to justify their relatively easy-going marketing attitude?

What is the attitude of these omer-manageritmrd research
institutions? Two complementary questions were posed to them: do they
thirk that research institutions render a valuable service to businees?
Have they ever asked such an institution to carry on a study for them?

Only one respondent said that he once asked a research insti-
tution to undertake a study for him, He specified, however, that "the
findings of the study were of no use to my business." Concerning the
service that research institutions render to business, half of the res-
pondents held it to be valuable while the other half confessed that
they fail to see any value in it. They stated that "Research institu-
tions cannot render any valuable service to business in Lebanon," and
that they themselves undertake the investigations required for the ef-
fective performance of their enterprise.

Examination of the answers given to these two questions yields
two bewildering observations:

(1) The cmner-mnagarl who once asked a research institution

lmhe sole proprietor of the concern founded during the 1940's.



141

to carry on a study for him is among those five respondents who believe
that these institutions render no valuable service to business.

(2) Fone of the five respondents who expressed their apprecia-
tion of the service that research institutions render to business ever
asked such an institution to undertake a study for him.

Such a discrepancy between expressed opinions and actual deeds
may perhaps be taken as another evidence of the "transitional stage"
of the country in which these industrialists operate.

Meny a student of economic development has described the con-
servatism of patrimonial managers and their tendency to preserve what
has been established. Such a negative attitude toward innovationm,
however, is far from being characteristic of the Lebanese owner-mana-
gers interviewed. We have already seen tha'lc they conceive their role
to be, among other things, that of meking "technical decisions"-examin-
ing the possibilities of introducing into their country the technolo=-
gical developments taking place in.the West. Their wide travel ex-
perience has also been reported--travelling abroed in developed coun-
tries for gaining business experience and "see what is new."

Another major way in which men from underdeveloped countries
can gain acquaintance with advanced technology is through fairs and
exhibtitions, technical journals and books. Where do the respondents
steand in relation to these important carriers of information? When
this question was put to them, they all answered that they do viseit
fairs where technical advances are exhibited (mostly in Europe), and
that they do buy technical literature for themselves and their staff,

both in Arabic and in foreign languages.
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The respondents were asked: "Do you think it is useful to know
what other managements in your field of business are doing? Six of
them answered in the affirmstive, stating that "One must always keep
an eye on competitors." The remaining four declared that they are
not interested by what other managements in their field of business
are doing here in Lebanotn. As one of them put it, "Our firm is always
the first one to introduce technological improvements, so let our com=-
petitors worry about what we are doing." On the other hand, they em-
phasized that they closely follow what other managements in the West
are doing, because "their example is instructive for us."

Yuch has been said about the lack of rational plaming in
family firms. Likewise, the inability of Lebanese businessmen to per-
form the managerial function of planning has been widely decried.
It was no small surprise, then, to find that 8 out of the 10 respond-
ents answered without hesitation "No" to the question: "Some business-
men think that planning is a waste of time because one cannot foresee
the future. De you a.g:rea?"l Plamning, they stated, is an essential
task of the manager. As one of them put it, "Without planning, where
would the firm go? True, they admitted, one cannot make any acourate
prediction of the future. But this makes plamning all the more ne-
cessary. PFPlans are needed for future operations, them if events turn
out not to be a8 expected, these plans must be modified to fit the

new conditions. To use again the words of one respondent, "Making

11t will be recalled that a previous question requested the
respondents to describe what they conceive their functions to be. This
question, however, made no mention of any particular function. The
present question was posed in order to get some specific information
about the respondents' wviews on planning.
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plans and later modifying them in the light of new expectations or
changed circumstances is a requirement for the successful management
of any organization."

As it can be seen, then, the answers given by these owner-
managers not only stand in contrast to the alleged patrimonial atti-
tude to planning, but also to the widely publicized failure of Leba-
nese businessmen to perform the menagerial function of planning.

Only two respondents stated that they think that planning is
a waste of time because one cannot foresee the future. When told
that present plans can always be modified later on if the future brings
unexpected circumstances, they answered: "What is the use of plamning,
if you have to keep modifying your plans constantly?

It is obvious that these two respondents have not yet grasped
the true meaning of planning, but they are only two out of a group of
ten, and in view of the two introductory remarks, it can be safely
said that our sample of respondents has scored quite well on that
matter.

One additional point is worth recording here: that even though
they live in an environment where hospitality is regarded "almost as
a religious rite," all the respondents without exception put their
"business obligations" above anything else. To the following hypothe-
tical situation: "Suppose a business manager arrives at his office
one morning and finds several persoms waiting to see him. Among them
is an acquaintance of his. Is it proper to keep this man waiting

because others came before him?" they all answered in the affirmative.



Thus another of the factors of ten held to hinder the Lebanese business-
men in their performance of the planning function--their excessive hos~
pitality which forces upon them continuous interruptions-~-does not seem
to impinge on the owner-managers interviewed.

The forces that motivate the patrimonial manager can in part
be ascertained from the way he evaluates these forces on looking in-
ward, In part, they can also be ascertained from his evaluation of
the manifestations of entrepreneurial success.

Ten manifestations of entrepreneurial success were suggested
out of which the respondents were to pick no more than four. Ranked
according to frequency, the four leading manifestations are: (1) Ex-
pansion of the business; (2) Assurance of continuity of the business;
(3) Large profits; (4) Introduction of important technical improve-
ments.

Here again the results give no support to all that has been
said about the "mercantile mentality" of Lebanese industrialists—-
"large profits" does not occupy the top plézce in the ranking but the
third. More importantly, the priority given to "expansion of the
business" over "assurance of continuity of the business" indicates
a dynamic epirit, a willingness to progress rather than si;:ply “per-
petuate" the business without growth. This emphasis on growth and
immovation--"introduction of important technical improvements"--denotes
an attitude which is not in line with that attributed to patrimonial
mansgers by a number of writers who hold that it is characteristic of
these businessmen to place the focus on stability as against economic
achievement, on asuur:ang a regular income for the maintenance of a

family status as against focue on innovation and riske.
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None of the respondents considered “branching off into other
fields of activity" as a manifestation of entrepreneurial success.
Asked what would they do if faced with the alternative of expanding
their business or branching off to new fields, they all stated that
they would adopt the first alternative. Here perhaps can be discermed
a desire to stick to the patrimonial enterprise. However, this desire
is not limited to maintaining what has been established, but rather
expanding and modernizing the family firm.

The respondents were asked whether they think that the develop~
ment of labor unions would lead to better management-labor relations.
With the exception of one, they all answered in the affirmative, but
with one qualifications that union leaders modify their present “one-
sided attitude.” Union leaders, stated the respondents, do not know
yet what their proper role is. They are "uneducated, irresponsible,
biased and very limited in their outlook." Instead of trying to reach
a compromise with management when there is a disagreement, they just
stick to their exaggerated demands in a hostile and aggressive manner,
refusing to consider any other point of view but their own--which is
not necessarily that of the workers they are supposed to represent.
"How can we discuss with them,"™ said one respondent, "if they always
refuse to have an objective look at the arguments of the other side?"
Furthermore, charged the respondents, union leaders are really more
interested in getting money for themselves than in promoting the wel-
fare of the workers. The conclusion was that in Lebanon, union-leaders

have not yet understood that the right to act as representatives of
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the labor force requires a recognition of duties and acceptance of the
responsibilities involved., As long as union leaders maintain their
present attitude, the development of labor unions is not likely to lead
to better management-labor relations.

The sole respondent who immediately negated any possibility of
improvement with the development of labor unions said: "Our workers do
not need any union to protect their interests. We are a big, united
family in this enterprise. If a vorker has a problem, he can go direct-
1y to his supervisor."

The difference in attitude between this respondent and the
others is gquite clear: while the latter is typical of those managers
who stand against labor unions because they think that they will en-
croach on their prerogatives, the former have gone beyond that stage.
Though they have not yet realized that the behavior of union leaders
is partly caused by their own attitude, they do accept, nevertheless,
the principle of granting their workers the right to have representa-
tives to discuss their complaints and demands with management.

In order to gein some insight into the patrimonial managers!
views on "constitutional management," the respondents were asked
whether they think that the government should intervene in manage-
ment-labor relations. Seven out of the ten answered in the negative,
stating: "The government has no business interfering in our relations
with labor." Some of them added that the government's attitude is

biased, its policy being to support the workers against management.
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S8uch results are not surprising. It would be unrealistic to
expect menagers in an underdeveloped country like Lebanon to accept
the principle of "constitutional management™--a concept that can be
understood only in countries which have already reached an advanced
stage of industrializatiom.

Those three respondents who stated that they favor government
intervention in management-labor relations seemed to be wanting some
sort of "constitutional management"™ not because of the principle it-
self, but rather as a means of "getting rid of" union leaders. As one
of them put it, "It would be preferable to deal with government of-
ficials rather than with a bunch of rapacious union leaders."

Patrimonial menagers have often been blamed for their unwilling-
ness to retire once they have reached the retirement age. Such an at-
titude, it is argued, has inauspicious results: first, it constitutes
a hindrance to the entry of "new blood" into industry, and second,
there is a sharp decline in efficiency due to the fact that the orga-
nization is headed by an old and tired man. A pertinent question,
then, was to ask the owner-managers whether they plan to retire from
business at some future date. However, because all the respondents
but one were far from the usual retirement age, this question seemed
to have more than a touch of the unreal to them. Their answer was:

"I never gave a thought to this question. In any case, I have no such
plan.” It is difficult to draw any conclusion from such answers since
the fact that the respondents never thought of retirement may be at-

tributed to their relatively young age. It should be noted, however,
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that the only respondent who is 60 years old--e shareholder--stated
that he sees "no reason for retiring."

The respondents were asked to state some of the problems that
their firm faces. The problems mentioned were, by order of importance:
(1) narrowness of the market; (2) government's neglect of industry;
(3) competition of foreign products; (4) shortage of skilled labor;
(5) lack of specialists, and (6) obligation to follow a credit sales
policy with the resulting loss in uncollectible accounts receivable.

Eight out of the ten respondents bitterly complained that
there are not sufficient outlets for their products. These complaints
centered mainly around the relatively recent loss of foreign markets--
caused by the restrictive import policy followed by those Arab coun-
tries which used to be Lebanon's best customers, and also by European
countries such as Greece and Italy. "Some years ago," said one res-
pondent, "the greatest part of the firm's output was sold in foreign
markets. Nowadays, foreign markets absorb only 5% of production."
Most of the respondents held the government to be largely responsible
for such a state of affairs. As one of them put it, "We individual
industrialists cannot do anything againet the import restrictions im-
posed by foreign governments; only the Lebanese government could do
something. It should insist on including a clause in trade agreements
whereby those countries which export their products to Lebanon should
in turn import Lebanese products. But our government has proved to
be inefficient in that respect, and nothing has been done to help

industrialists solve their marketing problems."
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The government's primary concern for trade and agriculture
at the expense of industry was harshly oriticized by more than half
of the respondents. Said one of them: "While it is putting forth its
best efforts to support merchants, the government does nothing to as-
gist industrialists."

Foreign competition is a main problem for four of the respond-
ents. To fight against such competition, they try to improve the qua-
lity of their products and reduce the price as much as possible. They
stated, however, that they cannot afford decreasing their prices any
more, and that the situation is "quite difficult" for them.

Surprisingly enough, only three respondents complained about
the shortage of skilled labor end only one about the lack of specia=-
lists. Perhaps the lack of experts constitutes no major problem for
these owner-menagers who consider themselves to be the best specia-
lists in their field in Lebanon, in view of their numerous travels
abroad in developed countries where they go regularly to learn about
the new developments and gain experience,

One respondent stated that the policy of credit sales that he
is forced to follow in order to keep up with competitors creates a
sericus problem for him because the amount of uncollectible accounts
receivable is a substantial one,

All in all, the problems mentioned by the owner-managers in-
terviewed bring out nothing new for our purposes. In fact, their
three major problems--narrowness of the market, government's neglect
of industry, and foreign competion_pre, as we have seen in our discus~-
sion of the environner;t, the problems about which almost all industria-

lists in Lebanon complain.



CHAPTER V

CONCLUSIONS

The results of the questionnaire were presented and analyzed
in the preceding chapter. In this chapter, tentative explanations
and conclusions concerning the role of family firms as a factor in
Lebanon's industrialization are put forth. The various issues dis-
cussed in Chapter IT are examined in the light of our findings in an
attempt to ascertain. the extent to which family firms in Lebanon
may be considered as inimical to industrial growth. More specifical~-
1y, what are the goels and aspirations of Lebanese patrimonial enter-
prises? How do they score on such matters as nepotism, paternalism,
conservatism, centralization of authority? Where do they stand in

relation to the requirements of the industrialization process?
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Goals and Aspirations of Lebanese Family Firms

As we have seen in Chapter II, in countries such as France and
Ttaly, where a large proportion of firms are family enterprises, it is
often impossible to distinguish between the objectives of the family
and the objectives of the firm. French and Itelian family enterprises,
it is held, have been typically preoccupied with assuring the status
of the family over time, maximizing security and continuity rather
than any combination of more dynamic objectives, with the result that
the compul sive urge toward growth inherent in business for the sake
of business is either diluted or absent.

In & "kinship culture" like Lebanon, however, where family
firms are expectedly predominant, this does not seem to be the prevail-
ing state of affairs. Our analysis of the findings reveals that Leba-
nese patrimonial manegers tend to distinguish between the objectives
of the family and the objectives of the firm., More often than not,
their behavior indicates that the interesta of the firm are given pre-
cedence over any other consideration.

It has often been said that family considerations make it dif-
ficult for the patrimonial manager to draw ratiomally-conceived plans
and decisions. Should a family firm operate in an environment which
superimposes upon the layer of "family obligations"™ its own peculia-
rities, it would be rather strange, to say the least, that systems such
as budgeting and financial planning be applied. Yet, they are in
Lebanese family firms--patrimonial enterprises operating in an environ-

ment characterized by a mercantile mentality (with its stress on a
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quick turnover and large and easy profits), hospitality (with the cons-
tant interruptions it forces upon businessmen in their offices), and
fetalism (with its assumption that man camnot foresee the future). Not-
withstanding such adverse forces, Lebanese patrimonial managers general-
1y engage in planning and tend to undertake the kind of calculation which
is necessary to efficient management.

Lebanese patrimonial managers have a strong urge to expand their
business, and far from being mainly preoccupied with maximizing security,
they are keenly interested in promoting more dynamic objectives. It is
true that the Lebanese owner~-menager, just like his French or Italian
counterpart, is greatly concerned with family independence and conseq-
uently is reluctant to undertake any merger which might be desirable
for higher levels of technological efficiency. But while the European
owner-manager is inclined to postpone opportunities for development
simply because expansion might sooner or later compel recourse to
outside capital or necessitate the employment of "outsiders", the
Lebanese patrimonial manager holds such considerations to be of sec-
ondary importance and makes his expansion decisions primarily on the
basis of marketing considerations. And if he usually prefers to re-
invest profits rather than borrow from banks, how could he be blamed
for such a preference since long-term and medium-term credit facilities
are sorely lacking in the country?

Conservatiam

Family firms have often been criticized by students of economic

development for their conservatism. It was reported in Chapter II that
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in Inédian and Chilean family enterprises, traditional patterns have
strengthened and legitimized tendencies to the habitual, to continu-
ing with old methods. Such charges, however, cannot be made against
Lebanese family firms. The urge of Lebanese patrimonial managers to
adopt new machinery and new techniques, their eagerness to learn about
the latest developments taking place in the West need hardly to be em-
phasized here. Far from learning the business by sitting at the desk
and listening to what his father or uncle says, as did the Indian mill~-
owner described in Chapter II, the Lebanese patrimonial manager gets
his training by travelling abroad in developed countries. Just like
the Japanese entrepreneur, he displays a ready willingness to abandon
old ways and learn the new, Indeed, in all fields but marketing,
Lebanese family enterprises seem to be animated by the same willingness
to venture and to learn which played such an important role in Japan's
economic transformation. TUnfortunately, they display a striking timi-
dity in facing the market, and Sayigh's remark about Lebanese entre-
preneure applies equally well to patrimonial menagers: "It is indeed
puzzling that a group of men that seem so active in trying to innovate
in their production and organization should declare themselves largely
nonaggressive in their sales policies and practices."l But such a state
of affairs is largely due to ignorance of the potency of advertising

as a promoter of sales--something that can be learned only with time.

1Sayigh, Entrepreneurs of Lebanon, p. 87.




154

Nepotism

Among the most frequent charges made against family firms is
that of nepotism. In Lebanon, however, nepotism cannot be regarded
as peculiar to family enterprises. Because family loyalty is deeply
rooted in the culture of the area, it would appear that particularistic
criteria are adopted by all enterprises--femily as well as non-family.
On these grounds, then, the contention that nepotism is characteristic
of family firms must be refuted when it comes to business concerns
operating in Lebanon.

But to say that in Lebanon the practice of nepotism is not res-
tricted to family firms is not all that there is to say. An analysis
of the answers obtained in the questiomnaire reveals quite an arrest-
ing fact: thet it would be difficult to accuse Lebanese family enter-
prises of nepotism. All respondents made it a point to emphasize that
in their firm, competence constitutes the basis for selection and pro-
motion. To hold that the fact that the administration of the concern
is entirely in the hands of the patrimonial group is an evidence of
nepotistic practices would be a hasty conclusion. A number of factors
could be advanced to support this point.

First, we have seen that there is in Lebanon a critical shortage
of professionsl managers and staff experts, and that the educational
institutions ha.fe not yet reached such a level so as to be able to
generate the required manpower resources at home. Under such condi-
tions, and in view of their training abroed, patrimonial managers have

good reasons to consider themselves as the most competent men for
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managing their enterprise. Second, among the basic value-orientations
of Lebanese society ie the presupposition that the environment is hos=
tile--that people outeide one's family or group are generally antago-
nistic and may take advantage of one another at any time., Under such
circumstances, it is only logical to avoid placing “outsiders" in key
positions. Third, Lebanese patrimonial managers are convinced that
“ownership creates a sense of responsibility." Their reluctance to
hire outsiders for managerial positions, then, may stem from their be-
lief that a salaried employee is not likely to be as efficient and care-
ful in his job as an owner-manager, The former is apt to "take it easy"
since he will not have to bear personally any material loss resulting
from his actions. Thus Lebaneee owner-managers may be accused of not
having yet understood the significance of professionel management and
grasped modern theories of motivation, but they cannot be charged with
pure nepotism. Finally, Lebanese family firms have not yet reached
such a size so as to make the employment of outsiders in managerial
positions a question of real meaning. Typically, the members of the
patrimonial group are in adequate number and can effectively share
among themselves the responsibilities of managing the firm. Further-
more, they do recognize that the process of dividing responsibilities
between themselvees cannot continue indefinitely, and that as the firm
grows beyond a certain point, the hiring of "outsiders" to fill mana-
gerial positions becomes a vital requirement.

Thus, one should be cautious in formulating charges of nepotism
against Lebanese family enterprises for what might appear to be nepo-
tistic practices may actually be the outcome of some peculiar condi-~

tions in the environment.
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The findings of the present study concerning this particular
point might appear to be somehow strange, since they are contradicting
two widely held contentions: first, that family firms are generally
nepotistic, and second, that nepotiem in Lebanon is the product of a
value-orientation which is deeply rooted in the society, namely, fa-
mily loyalty. At any rate, even if nepotiem prevailed in Lebanese
family enterprises, it could not possibly have inauspicious results
in an environment where family members are precisely those men who are

best qualified for occupying managerial positions.

Centralization of Authority

It was reported in Chapter II that the typical organizational
structure of a family erterprise is highly centralized, and in this
matter, Lebanese family firms do conform to the general pattern. Such
a statement, however, cannot be made without adding certain qualifica=-
tions.

First, it should be pointed out once more--at the risk of being
repetitious--that since authoritarianism is a basic value-orientation
in Lebanese society, it is only natural to expect all managers -- pat- /
rimonial as weil as salaried--to be inimical to the concept of delega-
tion of authority.

The reluctance of Lebanese managers to delegate authority may
alsc be traced back to another basic value-orientation of the society:
the presupposition that the environment is hostile, that "strangers"
cannot be trusted., And this distrust is often reinforced by the sub-
ordinates! attitude: eﬁry now and then, they do not hesitate to en-

gage in dishonest practices.
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This lack of trust and confidence prevailing in the society,
which makes managers in industrial enterprises suspicious of their sub-
ordinates and consequently unwilling to delegate authority, can be con-
sidered as one of the main factors retarding economic development. For
as George Homans aptly observes, "Confidence is a form of capital that
is just as much a prerequisite for industrial change &s any other fo:rm."l
But then, this factor is not peculiar to family firms: it applies to
all Lebanese industrial enterprises.

There are, however, a number of reasons for believing that cen-
tralization of authority, in Lebanon, might not be as serious a hind-
rance to industrialization as some writers are inclined to think.

To begin with, it would appear that in Lebanese family enter-
priges, authority is not entirely concentrated in the hands of a single
individual--the head of the family--but is shared by the members of the
patrimonial group: brothers, brothers and cousinsg, or father and sons,
as the case may be. Far from resembling the German "Unternehmer", who
is lmown to be uncompromising and insistent on undivided authority,
emphasizing even the subordination of his immediate entourage of upper
management, the Lebanese patrimonial manager favors the "horizontal"
sharing of authority at the top. We have seen in our case-studies
that "joint-decisions™ are usually made when the issue is of a certain

megnitude end that each department head can make up his mind indepen-

lGeorge Homans, “Industrial Harmony as a Goal," Industrial Con-
flict, eds. A. Kornhauser, RB. Dubin and A, Ross (New York: NeGraw-Hill

Book Company, Inc., 1954), ». 54.



158

dently only for matters pertaining to the regular, day-to-day operation
of his section.

Such a state of affairs is very similar to that prevailing in
Japan—a country where centralization of authority, because of the pe-
culiar way in which it is practiced, has not produced inauspicious
results. The Japanese enterprise illustrates a rather unique mixture
of highly centralized authoriterianism and democratic~participative
management, and so does the Lebanese family firm. In one sense, it
is highly centralized. Major authority is concentrated at the top,
and even the most routine decisions are often pushed up from below
because of reluctance of subordinate groups to assume responsibility.
In another sense, however, there is apt to be rather wide participa-
tion in decision-meking. Top executives (the members of the patrimon-
ial group) seldom take individual responsibility. They will act only
after thorough discussion and examiration of alternatives by the group.
Under such circumstances, then, centralization of authority in Lebanese
family firms cannot be said to be of the "suffocating" type. Further=-
more, even though there is no vertical delegation of authority, sub-
ordinates are generally allowed to "speak out their mind"™ and encourag-
ed to express their opinions when it comes to matters they are likely
to know. Moreover, contrary to the attitude of patrimonial menagers
in other countries, Lebanese owner-managers seem to appreciate the
role of the foreman as a link between management and workers; they do
not consider him as part of the rank-and-file, but rather (as do pro-

fessional managers in developed countries) as the "man~-in-between".
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Finally, it cannot be said that centralization of authority
has hindered the growth of the Lebanese family firm., We have already
noted how eager is the Lebanese owner-manager to expand his business, /
provided that marketing conditions are favorable. The increased res-
ponsibilities of managing the growing firm are shared by the members
of the patrimonial group, a method which has proved to be effective
because expansion has not yet placed the firm beyond the span of ma-
nagement of the patrimonial group. As the firm continues to grow be-
yond a certain point--the point at which the members of the patrimonial
group are no longer sufficient to insure effective administration--it
is likely that the notion of professional menagement will be more rea-
dily accepted than that of decentralization of authority. However,
there are good reasons to believe that the Lebanese patrimonial manager
can be amenable to more advanced ideas concerning delegation of authority.

Unlike the German “Unternehmer", the Lebanese patrimonial ma-
nager does not believe that he is born to rule his enterprise and that
his authority is based upon a kind of natural law rather than upon his
function in the organization. In fact, he thinks that he is entitled
to concentrate authority in his hands because & salaried employee can-
not be as efficient in his job as he is. Firmly believing that "pro-
perty creates a sense of responsibility," he is apt to question the
willingness of a salaried employee to take the interests of the firm
at heart and put forth his best efforts in trying to find sound solu-
tions to business problems.

Such an attitude on the part of owner-menagers has not been

uncommon in the early stages of development of those countries which
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are todey kmown as "advanced". With time, as the process of develop-
ment goes on, as education bears its fruits and fosters a more scien=-
tific outlook in the society, patrimonial menagers are likely to gain
a better understanding of modern theories of motivation and consequent-

1y modify their present attitude toward delegation of authority.
Paternalism

Paternalism, in Lebanon, is of a peculiar kind. Outwardly, it
is not manifested by a profusion of social services, as is the case in
other countries, and there is no "Social Department" in Lebanese family
firms. Nevertheless, the employer-worker relationship remains pater-
palistic: the "master-servant! or “father-sgn" kind of relationship.

The Lebanese owner-manager feels responsible for his workers,
but, in the realm of social services, this concern does not go beyond
the provision of medical cere. However, if he expects his workers to
be loyal, grateful, and obedient, it is not only because he shows some
concern for their health; it is also because he "treats them well,"
that is, he is "fair“. Workers are given & chance to "speak out their
mind," but then, the employer has the right to scold them or reward
them, in the same manner that an authoritarian father would. The Le-
banese patrimonial manager likes to think of himself as a "benevolent
autocrat®--which is, in Niddle Eastern countries, the role of the head
of the family.

Moreover, it should not be forgotten that omly half a century
ago, Lebanon was quite medieval in its social structure and relation-

ships. Little wonder, then, that there is a legacy of feudal attitudes



161

giving rise to well-defined conceptions of status, the employer manag-
ing the firm autocratically and considering workers as an inferior
class, and the latter tending to accept orders uncritically.

We have seen in Chapter II that in the early stages of develop~
ment in many countries, the paternalistic approach is quite consistent
with the prevailing social climate. Lebanon is a good example of such
a country. Brought up under strict paternal authority, workers upon
entering shop or factory readily accept the identical system of social
relationships to which they are culturally attuned. To quote Amitai
Etzioni, "The worker from the traditional society temds to sccept pater-
nelistic-authoritarian supervision as a natural extension of the father,
teacher, patriarchal community and religicus authority he experienced
bei‘ore."l

Under such conditions, the Lebanese worker is not likely to
"regent" the paternalistic approach the way a Western worker would.

On the contrary, at this stage of the country's development, pater-
nalism has an important role to perform: it "serves to smooth the major
dislocations which an industrial way of life forces on the newly re-
cruited worker."2

Up to this point, our discussion concerning paternalism was re-
leted to employer-worker relationships. Another important aspect of

this question has to do with the relationships within the managerial

Limitad Etzioni, "Human Relations and the Foreman," Pacific

Sociological Review, Vol. I, No.l(Spring 1958), pp. 35~36.

2Yerr et al.,. opscite, Do 150a
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hierarchy under a paternalistic system. Such an issue could be tackled
by applying to Lebanese family enterprises the approach Ferrarotti used
in his analysis of Itelian industry. It will be recalled that Ferrarotti,
on the basis of intensive interviews made with business executives,
abstracted three main types of paternalism--"feudal or authoritarian",
"manipulative™, and "democratic-participative~~the objective criterion
for differentiation being afforded by the power position of the family

in the managerial structure.

An analysis of the answers given by patrimonial managers to
questions pertaining to that matter reveals that the "feudal or autho=-
ritarian" type of paternaliesm is the one prevailing in Lebanese family
firms. The business enterprise is completely family owned and control-
led. The family is the only source of power, and there are no outsiders
as such in the management hierarchy.

Such a state of affairs, however, could be explained on the
grounds that the enterprise is still small enough to be completely and
effectively managed by the members of the family., We have already seen
that in Lebanese femily firms, no one person concentrates all the major
functions of management in his hands, but that the administration of
the firm is divided between the members of the patrimonial group. We
have also noted that, even though the firm is growing, it has not yet
reached the point where it can no longer be efficiently managed by the
members of the family. Thus it would appear that “feudal paternalism"
is the prevailing type of paternmalism in Lebanese family firms mainly
because there has been no need, up to now, for hiring professional ma-

nagers. Since patrimonial managers do not hesitate to admit that the
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enployment of professional executives becomes a requirement omce the
firm has outgrown its present managerial group, it would be more ap-
propriate to say, perhaps, that "feudal paternalism" is prevailing at
present in Lebanese family enterprises because of their gize, but it
is very likely that it will give way to "manipulative paternalism" as
the firm grows in size and complexity. The family will still own and
control the enterprise, but it will no longer be the sole source of
menagerial personnel. Certainly, the problem, then, for Lebanese owner-
menagers will be the same as that of the Italian managers: to ensure
"] oyalty" to the family from persomns who hold managerial positions but
who do not belong to the family--a policy which might not be compatible
with the prerequisites of industrialization, since "loyalty" takes pre-
cedence over “competence" as a criterion for promotion. However, this
is a stage through which femily enterprises must inevitably go before
adopting "democratic paternalism". In the same manner that a country
camnot jump from a pre-industrial way of life to a highly industria-
lized one, patrimonial management carnot adopt the notion of "partici-
pative paternalism" without having first shifted fram “feudal" to "ma-
nipulative" paternalisme.

In short, the point to be emphasized here is the following:
the fact that "feudal paternalism" is now prevailing in Lebanese fami-
ly firms must not be taken as a factor retarding industrialization, for
in view of the size of these firms, such & system is relatively "cost-
less". And there are good reasons to believe that once the family
firm has reached & "ecritical size","feudal paternalism" is likely to

give way to more modern philosophies.
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Failure to distinguish between the objectives of the family
and the objectives of the business, lack of rational planning, nepo-
tism, conservatism, paternalism, centralization of authority--these
are, as we have seen, the main charges made against family firms by
some students of economic development who hold that patrimonial enter-
prises act as deterrents to industrialization.

At first glance, it would appear that Lebanese family firms
have more than one reason for indulging in some of these practices:
in addition to the fact that they are "patrimonial enterprises," they
operate in an environment where family loyelty and authoritarianism
are among the basic value-orientations of the society. A more penet-
rating analysis, however, indicates that Lebanese family firms, not-
withstanding what has been written and said about family firms in ge-
neral and Lebanese industrial enterprises in particular, either do not
exhibit such tendencies, or if they do, the outcome is relatively cost-
less. At any rate, even if we were to accept the charges made against
family firms elsewhere as being walid for Lebanese family enterprises,
then we should add the following qualification lest our statement be
misleading: that in Lebanon, such charges are valid not only for family
firms, but for all industrial enterprises, because of the environment
in which they operate. Under such circumstances, it becomes absurd to
argue that family firms in Lebanon act as deterrents to industrialization.

Actually, there are good reasons to believe that at this stage
of the country's development, femily firms have an important role to
fulfill. Under the prevailing shortage of medium-term and long-term

credit facilities, the family is a blessing, "economically" speaking:
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it provides the initial capital for starting a business and later, the
additional funds needed for expanding it. In addition to being & source
of capital, the family, in a country like Lebanon, may alsc be considered
as a necessary bond between business associates. For in societies where
men cannot rely on strangers to give faithful service, the family may

be the most appropriate unit for large scale enterprise.

The Requirements of the Industrialization Procees

Tt will be recalled that an analysis of the requirements of
the industrialization process was made in Chapter II, based on Harbison's
and Myers' study. Technclogical and organizational development, it was
pointed out, tends to favor professionally oriented or careeriet rather
than petrimonial management; however, in the early stages of industria-
lization, management mey be drawn largely from family dynasties. A
legitimate question, themn, would be: "Why consider family firms in Le-
banon as inimical to industrialization since the country is still in
an early stage of development?" The Lebanese family firm has not yet
reached such a size and complexity so as to warrant the appointment of
professional managers, particularly gince the members of the patrimon-
ial group are usually in sufficient number to divide the responsibi-
lities of managing the enterprise among themselves. Furthermore, they
are the ones who have the best training, owing to their numerous travels
abroad in developed countries.

The case of Japan's house of Mitsui is significant: as long as
it could do with blood relatives, it postponed the employment of"out~

siders®., Once the need for the professional was felt, it did not
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hesitate to delegate managerial responsitility to hired executives

and ever-increasing numbers of techniciens and engineers. There are
good reasons to believe that matters do not stand very differently in
Lebanese family firms. Once the family is no longer able to recruit
and generate from within its own orbit the managerial resources need-
ed, it is most likely that it will resori to professional management.
For there comes a point where the family interests are better promoted
by turning over the operation of the enterprise to a competent profes-
sional managerial careerist. This is what happened in the case of hund-
reds of family enterprises in the United States, and the same trend is
apparent in the larger enterprises in England, Germany, and even France
and Italy today. Why not expect the same development to take place in
the Lebanon of to-morrow? Reasons for being hopeful are provided by
the Lebanese patrimonial managers themselves: they do not hesitate to
recognize that "outsiders" must be admitted in the managerial structure
once the firm has grown too big for them to manage it.

It was pointed out in Chapter II that the logic of industrial
development calls for increasing managerial decentralization as enter-
prises grow in size and complexity. As industrial enterprises expand,
decentralized administrati:m of some kind is necessary to overcome the
mounting organizatiomal fri.ctions and loss of energy which are inherent
in any highly centralized system of management.

True, Lebanese family firms are highly centralized and the
owners are not very favorable to the idea of delegating authority.

However, it must be recognized that centralization of authority in
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Lebanese patrimonial enterprises is not of the "suffocating" type.
Authority is not concentrated in the hands of a single individual,

buf shared by the members of the patrimonial group. In fact, we have
seen that the situation is very much like that prevailing in the Japa-
nese family enterprise, with its rather unique mixture of highly cen-
tralized authoritarianism and democratic-participative management.
Practiced in this way, centralization of authority cannot have drama-
tic consequences. Furthermore, the fact that Lebanese family firms
are usually small or medium-sized should not be lost of sight: in such
organizations, decentralization has not yet become a matter of "life
or death." Decentralization becomes a vital requirement only if the
enterprise has reached too big a size for a limited group of men to
be able to manage it effectively. Furthermore, the notion of delega~-
tion of authority cannot come but slowly and gradually in a country
where prevails authoritarianism. Such a value-orientation should be
modified through education and foreign contacts before the Lebanese
manager--whether salaried or patrimonial--accepts the idea of invest-
ing some of his authority in his subordinates.

The third requirement for industrialization concerns managemente-
labor relations: as industrialization proceeds, dictatorial and pater-
nalietic philosophies of management are forced to give way to a kind
of "constitutional®™ management in which wages and conditions of employ-
ment are based upon public laws and formal contracts; management is
thus obliged to share its rule-making power with other contenders, such

as the state and labor unionse.
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"Constitutional®™ management as described above can be conceived
only in countries which have already reached an advanced stage of deve-
lopment. It canmot be easily accepted in a nation which was only half
a century ago guite medieval in its social structure and relationships,
and where employers for the most part talk of their workers as lords
talked of their serfs, while workers tend to accept their employer in
the role of a superior being who gives orders and makes all arrangements
which they themselves obediently accept. How could "constitutional"
management work out in a society where such a "master-servant" type of
relationship between management and workers still prevails?

None of the pressures which in other countries exert themselves
upon employers and managers to force them to give up authoritarian and
paternalistic ways for a more "eonstitutional™ approach can be found
in Lebenon. The social values of the society, pressures from indivi-
dual workers, government labor legislation, labor unions, pressures
from other managements--none of these factors is powerful enough to
bring about a shift from "authoritarian~-paternalistic" to "constitu-
tional™ management. Lebanon is still in too early a stage of develop~
ment for such forces to have gathered momentum.

In fact, not only such pressures are nonexistent in Lebanon,
but the"suthoritarian-paternalistic™ philosophy seems to be gquite con-
sistent with the prevailing social climate. Workers do not "resent"
such an approach; they "expect" it. At this stage of the country's
development, paternalism is not likely to have inauspicious results.
Rather, as already pointed out, it may serve to smooth the major dis-
locations which an iﬁdﬁtrial way of life forces on the newly recruited

worker.,
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One final conclusion could be drawn from the foregoing dis-
cussion: that it would be difficult to accuse Lebanese family firms
of retarding industrialization. On the contary, there are good rea-
sons f.o believe that at this stage of the country's devel opment--a
stage of "gransition"--patrimonial enterprises have an important role
to play as promoters of jndustrial growth. In Lebanon, the forces
that act as deterrents to industrialization are to be loocked for else-

where, and not in family firms.



APPENDIX A

INTRODUCTORY LETTER SENT TO THE RESPONDENTS

Dear Si.'l‘.',

The Department of Sociology at the American University of
Beirut is presently undertaking a study of some aspects of indus-
trial organizations in Lebanon. More specifically, the study at-
tempts to assess how leading industrialists in Lebanon respond to
some of the urgent problems they face in the course of industriali-
zation.

Since your firm has had a relatively successful record,
and enjoys an unquestionable reputation in your own specific field,
those conducting the study can benefit a great deal from your
opinions and experiences on the subject. Accordingly, I am send-
ind you this letter in the hope that you will, to the extent that
you can, help us in gathering the necessary information for the
study.

We have prepared, as part of this research, a series of
questions to be answered by a few leading industrialists like you.
Miss Emilie Shwayri, a graduate student in the Department of Busi-
ness Administration of this University, will get in touch with you
to arrange for an appointment. The interview will take place at
any specific time or date which suits your own convenience and will
not take mcre than an hour of your time.

It should be understood that the objective of this
research is purely scientific and is being undertaken solely in
an attempt to obtain some information about the structure and
funciioning of indusirial establishments in Lebanon. I hope then
that you will cooperate with us in an effort which, I think,
merits your serious attentione

Thanking you in anticipatiom,

Sincerely,

Samir Khalaf
Cheirman, Department of
Socislogy and Anthropology
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APPENDIX B

QUESTIONNAIRE USED IN INTERVIEWS

I. PERSONAL INFORMATION

I would like to ask you first a few personal questions.

1. Name of respondent:
2. Position (or title) in Establishment:
3« Age of respondent:

years.
4. Educational certificates attained:

Location
None
Elementary
Secondary

Technical or vocational
College or university

(N.B. Please indicate name of degree obtained and location of
institu’timg
5« What is (was) your father's business or occupation?

. Is there a tradition in the family to run that type of
business (or career)?

6.

o

Yes
No

« If yes, since when? (For how many generations)?

(=

7. What are (were) your father's important sources of income?

8.
b.
Ce

8. Why did you choose your present career? (Check one or more)

Natural inclination

Urging by elders

To follow up father's business career
Pecuniary profit considerations
Prestige

Other (specify)
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9« Did you travel outside Lebanon before starting your present
business career?

Yes
No

10, If yes, state:
Places travelled to Duration of trip Purpose

ae
be
Ce

(N.Be. The purposes are education, recreation, business

experience, or some other purpcse to be specified by you)

II. EISTORY OF THE ESTABLISHMENT

Now I would like to ask you some questions about the history of
the firm.

1l. Date of founding of present establishment

12, Name of founder{s)

13, What is the form of owmnership of the Establishment?

Individual proprietorship

Partnership of the "nom-collectif" type

Partnership of the "société en commendite-simple" type
Partnership of the "société en commandite-par action"
type

Other (epecify)

14. a. Has there been a change in the form of ownership since the
founding of the Establishment?

Yes
" No

bs If yes, please indicate the change and the reason for it:
Changed from to
Reason:



III.

173

15+ Could you give me an idea of how capital was raised?
(Check one or more)

Resources of owner(s)

Borrowing from relatives

Borrowing from other individuals

Borrowing from banks

Sale of stock (or subscription of stock)

Sale of bonds

Transfer of funds from previous bueiness (specify sector)

Other (specify)

16. What product (s) doee your Establishment produce?

17. Has there been any deletion of addition to the product line
since the founding of Establishment?

Yes
No

18. If yes, state why:

19+ Indicate number of employees in Establishment:

a. At founding
b. Now

ORGANTIZATION AND AIMINISTRATION OF THE ESTABLISHMENT

Now, I would like tc ask you some questions about the way your
firm is organized and managed.

20. Is the administration divided into sections or departments on
the basis of different areas of operation?

Yes
No

21. If yes, please check which of theses:

Production (including technical section)
Marketing (including advertising)
Administration (including personnel)
Finance

Research

Other (specify)

1T
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25,

24.

25.

26.

27.

28,
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How were the heads of these departments or sections appointed?

Are there employees in the Establishment who possess decision-
making power?

Yes
No

If yes, indicate his (their) title(s) and functions:

Title Function
Be
be
Ce

If your authority itself is jointly shared, indicate who by:

Partner(s)
Board of directors
Creditors

il

What are the powers of the person(s) sharing authority with you?

Joint decisions

Veto power

Power to decide when issue is of a certain magnitude
Power to decide in certain areas on the basis of divi-
aion of labor

Other (specify)

i

a. Is there an organizational chart in the Establishment?

Yes
Ne

be. If not, state why:

Are the duties, responsibilities, and powers of each individual
occupying a managerial position carefully defined and delimited?

No
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29, a. Does your Estatlishment employ staff specialists?

Yes (specify)
No

b. If not, state wahy:

30, a. Have you ever asked a research institution to carry on a
study for you?

Yes
No

b. If yes, what was it?

31, Which of the following systems are applied in your firm?
Double entry (debit or credit) system of bookkeeping
Cost accounting
Certified external auditors
Budgeting end financial plaming

32, Please describe briefly the procedure followed for hiring:

a. A manager

b. A foreman or supervisor

c. A worker

33, Do you provide for the training of personnel in your organiza-
tion apart from the training they acguire on the job?

Yes
No

34, Do you have a specific policy concerning promotions?

Yes (specify)
Neo
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35, How would you rank the following criteria for a managerial
promotion?

Seniority

Kinship

Membership in your ethmnic group or sect
Competence

36, Do you provide social services to your employees?
(Check one or more)

Medical care

Food

Housing

Transportation
Recreational activities
Other (specify)

1]

IV. IDEOLOGIES OF TOP MANAGEMENT

Now I would like to ask you some questions concerning the ideolo-
gies of top management.

37. As a top manager in the Establishment, what do you conceive
your function or functions to be?

38, Which of your different experiences have in your own opinion
proved most useful for your present career? (Rank them in order)

Educetion

Training (other than in school)
Travel

Experience

Other (specify)

39, Do you feel there is a shortage of able managers in your field
of business in the country?

Yes
No
Don't know

40, If yes, what would you recommend to meet the shortage?

Training of managers on the job

Training them in technical and educational institutions
Hiring foreign managers

Other (specify)

—————r
e
———
—_——————
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41, In your opinion, are managers "born" or"made"? That is, is
managerial ability the result of certain innate qualities or
can it be acquired through education and experience?

"Born"

"Made"
Both

42. Some people believe that an important task of the manager is to
develop future managers out of his subordinates. Do you agree?

Yes
No

Probe: Why?

4%. a. Some people think that "ownership creates a sense of respon-
sibility". Do you agree?

Yes
No

b. If yes, would you say that an owner-manager is inevitably
more efficient in his job than a salaried manager?

Yes
No

44, Assuming that there is a vacancy in your Establishment and that
a number of individuals apply for the position, what would be
your criterion for selection?

Loyal friend of the family

Member of your ethnic group or sect
Technical competence

Accepts a low salary

Other (specify)

45. a. Let us assume that there is an opening for a higher position
in e business organization and that there are two candidates:
one is not very competent, but he is a relative of the owner;
the cther is quite competent, but he is not a relative of the
owner. The head of the organization decides to promote the
outsider rather than his relative. Do you think this is a
sound decision?

Yes
No

be Why do you think so?
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46, What are the qualities you most require in your businese as-

47

48.

49.

sociates, i.e. your partners or senior staff?
(Check one or more, ranking them)

Honesty, even if they are not very shrewd businessmen
Shrewdness, even if they are not very honest (provided,
of course, your own business was not the victim of their
attitude to honesty)

Hard work

Ability to get along well with people (that is, being
good public-relations men)

Influence in government circles

Technical efficiency in your line of business

Being a close relative of yours

Not being a close relative

Willingness to take orders or suggestions readily
Independence and ability to operate without your orders
or guidance

Other (specify)

T

If you were to decide to expand your business, what would your
preference be as to the eourca(a{ of finance?

Reinvesting profits

Borrowing from relatives

New partners or shareholders (as the case may be)
Borrowing from banks

Other sources (specify)

il

If you are reluctant to expand your business, is it because of:

Feeling that you cannot handle a large business without
sharing your authority with someone else?

Feeling that you would loose your independence by bring-
ing in outside capital?

Other reasons (specify)

a. If you were to find out that the size of your plant is un-
economical and that by merging with another firm in the same
activity you would reach an efficient scale of operation,
would you undertake the merger?

Yes
No

be If no, state why:
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51.

52,

53

pLE
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Have you ever thought of changing the form of ownership of your
Establishment?

Yes
No

Probe: why?

a. Do you think that certain menagerial practices which may be
acceptable in a small firm become inappropriate as the firm
grows in size and complexity?

Yes

No

b. If yes, give one or two exanmples.

Some people believe that as the business enterprise grows in
size and complexity, two changes are called for. Do you agree?

Yes No Don't know

a. Decentralization of authority

b. Appointment of professional managers
and staff specialists

In taking major decisions, do you mainly:

Make up your mind independently and without consultation
with friends or subordinates whose opinion you are not
required to take?

Consult friends (including close relatives) but not sub-
ordinates?

Consult subordinates but not outsiders?

Consult both subordinates and friends?

Consult experts outside the Establishment?

Other (specify)

Here are two sets of subordinates. Which of the two in each
set are you likely to prefer?

Ao One who accepts orders unquestionably

One who has a tendency to "speak out his mind"
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B. One who needs detailed instructions to perform an as-
signment and is reluctant to accept responsibility

One who prefers to receive broad instructions con-
cerning a specific assignment, so that he can "think
his way through" and exercise his own judgment

55. Do you think there are enough able foremen or supervisors to
communicate between management and labor (i.e., to play the
role of business sergeant-majors between the officer class
and the rank and file)?

Yes
No
Don't know

56+ Do you believe the presence of foremen or supervisors

Necessary for efficient operation?

Unnecessary because their function is not significant?
Necessary, but their function of communication of orders,
establishing discipline, and supervising work can be per-
formed by you or some other manager in the Establishment?
Depends on the size of business?

57« Do you think that foremen should be regarded as part of management?

No

Probe: why?

58, Which, in your opinion, are the 3 most powerful motives in busi-
ness (listed in their order of importance) in the following list?

Pecuniary profit

Power

Prestige and status

Sense of achievement

Satisfaction in expansion in one's business
Philanthropy and social service through one's money
Other (specify)

T

59, As you know, different lines of business involve different in-
tensities in capitel investment, different rates of turnover,
different periods of waiting before returns begin to flow in,
and different degrees of rigidity of investment. With this in
mind, indicate your preference(s) among the following situations:
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Undertakings involving heavy investment and congiderable
waiting before returns begin to flow in, but promising &
long period of flow

Undertakings involving relatively little investment,

a short time to establish, and a quick capital turnover
A small profit margin per unit on a large volume of busi-
ness

A large profit margin per unit on a small volume of busi-
ness

Other (specify)

——
—_———
——————

60, If you were to shift to & new process, what considerations would
you take into account? Would you:

Base yourself{ more on thorough calculation and statistical
evidence?

Rely more on your perception and your “"feel of the situa-
tion ?

Other consideration (specify)

6l1. If normally you are not inclined to meke such shifts, what are
your reasons? (Check one or more)

Learning new know-how is disagreeable

Shifting involves great loss in existing installations
Shifting involves you in new and costly capital investment
You do not like change

Other (specify)

il

62. In trying to promote your sales, do you mainlys:

Catch up with changes already occurring in consumers'

tastes by studying market conditions and following the
whims of the market?

Influence tastes by advertising, demonstrations, dis-

tribution of free samples, etc.?

63. Do you think that research institutions render a valuable service
to business?

Yes
No -

64. Do you usually visit faire where technical advances are exhibited?

Yes
No
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664

674

68.

69.
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Do you subscribe to technical journals or buy technical books
(for yourself or your staff) to keep up with such advances?
Yes
No

Do you think it is useful to know what other managements in your
field of business are doing?

Yes
No

Suppose a business manager arrives at his office one morning
and finds several persons waiting to see him. Among them is
an acquaintance of his. Is it proper to keep this man waiting
because others came before him?

Yes
No

Probe: why?

a. Some businessmen think that planning is a waste of time be-
cause one cannot foresee the future. Do you agree?
Yes
No

b, What is your opinion in that respect?

In your opinion, what manifestations constitute entrepreneurial
success (Check three or less)

Large profits
Expansion in the business one operates
Branching off into other fields of activity
Assurance of continuity in the business
Increase in product variety
Introduction of important technical improvements
Change of form of business organization (from partnership
to corparation, for example)
Improving product quality, without expansion in size of
business
Encouraging the self-development of people working in the
Establishment
Other (specify)
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70. a. Do you think that the development of labor unions would lead
to better management-labor relations?

Yes
No

be Why do you think so?

71. a. Do you think the government should intervene in management-
labor relations?

Yes
No

be Why do you think so?

72. Do you plan to retire from business at some future date?

Yes
No

T3« If yes, at what age?
Years

74. What do you intend to do after :etirement?

75. Have you already any plans for the handing over in due course
of your functions and responsibility?

Yes
No

76. Now I would like to conclude one interview by asking you a general

question, What are some of the problems that your firm faces?



AFPPENDIX C

METHODOLOGY

The search for the family firms to be studied revolved around
the records of the Association of Lebanese Industrialists whose member-
ship comprises around 70% of the capital invested in industry.

The files existing in the Association were first sifted in order
to pick out the patrimonial enterprises. While many of these files con~
tained all the data needed, some were rather lean, offering skeletal
information. Luckily, the officers of the Association possessed in=-
timate knowledge of the activities and characteristics of these firms.
Then followed a second round of elimination on the basis of number of
employees: in each industry, the family firm with the largest number
of employees was selected. Since small-sized family enterprises have
no bearing on the issue under consideration, it was considered appro=-
priate to exclude them from the sample, A third round of elimination
was then undertaken: from the group of family firms already selected
on the basis of number of employees the ten family enterprises with
the largest amount of capital invested were sorted out.

The industries represented by the family firms selected are
among the most important industries of Lebanon: food-processing, text-
iles, tanning, leather-articles, wooden furniture, metal furniture,
soaps, paints and polishes, metal working, and water pumps.

By the time the list of family enterprises to be studied was

ready, the questionnaire had been completed too. A number of questions,

184
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of direct relevance for our purposes, were borrowed from the quest:ion-
naire used by Sayigh in his interviewing of Lebanese entrepreneurs.
The pretesting of the questionnaire prior to actual interviewing af-
forded an opportunity for clearing up ambiguous questions. Three res-
pondents were interviewed, two businessmen and a professor.

Letters were sent out to the respondents informing them of the
study and explaining its purposes, and requesting an appointment for
an interview, A few days later, contact was made for the arrangement
of an appointment,

The reaction of the ten patrimonial menagers contacted was very
friendly, They cooperated hospitably and with frankness. This can per-
haps be explained as a result of two factors: the study was conducted
under the auspices of the American University of Beirut; in the request
for an appointment, the significance of the study was pointed out and
the fact duly underlined that only a select group of industrial mana-
gers was to be interviewed, of which the person addressed was a member.

Half of the respondents stated that they would prefer to be
interviewed in French. The questionnaire was naturally written in
English, but its translation into French presented no difficulty to
the interviewer. On the average, each interview took about two hours.

Analysis of the findings proceeded along the calculation of
frequency dietribuf,ims and of proportionse. In view of the size of

the sample, there was no need for elaborate statistical manipulation.
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