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Abstract. Morocco’s informal sector, comprising over 60% of the workforce, faces systemic
exclusion from formal social protections, particularly pension systems. Family-owned
enterprises, which dominate the nation’s economic landscape, present a strategic yet
underutilized avenue to address this gap. This study investigates how family businesses can
drive pension system reforms to expand social coverage for informal workers. Employing a
mixed-methods approach—analyzing economic data from national and international sources
alongside qualitative insights from case studies and stakeholder interviews—the research
underscores the unique capacity of family enterprises to formalize informal employment and
pioneer innovative social protection models. Findings reveal that their deep community
embeddedness, long-term orientation, and resource flexibility enable them to act as
intermediaries between informal workers and formal institutions. The study advocates for
policy measures such as regulatory simplification, tax incentives, and public-private
partnerships to amplify family businesses’ contributions to social security expansion. These
recommendations aim to reconcile business viability with worker welfare, fostering inclusive
growth while mitigating elderly poverty risks. By aligning family entrepreneurship with
national reform agendas, Morocco can establish a replicable framework for enhancing social
protection in emerging economies, particularly within the MENA region.
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1. Introduction

Family businesses are fundamental to the global economy, contributing substantially to GDP
and employment worldwide (PwC, 2018). These enterprises are particularly significant in the
Middle East and North Africa (MENA) region, where they represent a dominant force in the
private sector, especially in Morocco (KPMG, 2015). In Morocco, family enterprises are
deeply embedded in the local economy, often operating across multiple industries, and
contributing to both economic stability and employment growth. These businesses are
distinguished by their robust familial relationships, a long-term strategic focus that often spans
generations, and strong community connections that reinforce their social responsibilities (De
Massis et al., 2018). These qualities make family businesses particularly resilient, allowing
them to adapt to economic challenges and maintain stability during periods of market volatility.
In Morocco, despite the critical role of family businesses in driving economic activity,
considerable challenges persist due to the extensive informal sector. The informal sector
remains a significant component of the Moroccan economy, involving a vast number of
workers who lack formal employment contracts. According to the International Labour
Organization (ILO), over 60% of Morocco's labor force is engaged in informal employment,
which denies them access to formal social protection mechanisms such as pensions (ILO,
2018).

The absence of these protections presents major socio-economic risks, including heightened
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levels of poverty among the elderly population, increased vulnerability for workers in
precarious jobs, and a lack of financial security that affects overall social cohesion (World
Bank, 2019). Addressing these challenges requires innovative approaches that leverage the
embedded strengths of family enterprises to help transition informal labor into formalized
employment structures, thereby expanding social protection coverage.
While family businesses possess substantial economic resources and are deeply integrated
within local communities, their potential role in mitigating the social protection deficit remains
largely underexplored. The existing body of literature predominantly emphasizes the economic
contributions of family enterprises (Zahra, 2005; Carney, 2005), with relatively limited
attention given to their engagement in social policy reform, particularly in relation to pension
systems (Jaskiewicz & Dyer, 2017). This research aims to address this gap by investigating the
ways in which family businesses can play a pivotal role in pension reforms, thereby expanding
social protection coverage to the informal sector in Morocco.
The study is guided by the following objectives:
1. To analyze the role of family businesses in the Moroccan economy, with a focus on
their engagement with the informal sector.
2. To evaluate how family businesses can contribute to pension system reforms to broaden
coverage for informal workers.
3. To propose policy recommendations that leverage family entrepreneurship to enhance
Morocco's social security systems.
This research contributes to the discourse on social protection and economic development in
emerging economies. By highlighting the intersection between family entrepreneurship and
social policy, the study offers novel insights that could inform policymakers, business leaders,
and scholars. The findings have the potential to influence policy innovations not only in
Morocco but also in other MENA countries facing similar challenges.
The remainder of this paper is organized as follows. The next section reviews the relevant
literature and theoretical frameworks. Section 3 details the research methodology employed.
Section 4 presents the empirical findings, while Section 5 discusses these results in light of the
study’s objectives. Finally, Section 6 concludes with policy recommendations and suggestions
for future research.

2. Literature Review
a. Family Businesses and Economic Development

Family businesses are globally acknowledged for their substantial contributions to economic
development, innovation, and employment generation (IFC, 2019). In emerging economies,
these entities frequently address institutional deficiencies, thereby fostering stability and
continuity within volatile markets by serving as economic stabilizers during times of
uncertainty (Carney, 2005). These enterprises not only sustain employment levels during
economic downturns but also catalyze innovation and entrepreneurial ventures, particularly in
underserved sectors.

In Morocco, family enterprises constitute approximately 50% of the nation's GDP and employ
over 60% of the workforce (Moroccan Federation of Family Businesses, 2020). Their role is
indispensable in promoting economic resilience, supporting regional development, and
bridging the divide between formal and informal economic activities. The capacity of family
businesses to innovate and adapt is especially critical in addressing structural economic
challenges, such as the pervasive informality of labor.

This adaptability enhances their significance within the broader economic context, as they
contribute to both economic stability and the formalization of employment. Moreover, family
businesses are uniquely positioned to leverage their community ties and long-term strategic
focus to implement socially responsible practices that foster inclusive growth, thereby
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extending their socio-economic impact beyond mere financial metrics. Their long-term
orientation and embeddedness within local communities also allow them to serve as effective
intermediaries in the implementation of public policy initiatives, particularly those aimed at
enhancing social welfare and formalizing employment relationships.

b. Family Businesses and Social Embeddedness

The concept of social embeddedness posits that economic actions are inextricably linked to
social relations and networks (Granovetter, 1985). Family businesses, characterized by their
intertwined familial and business dynamics, are a quintessential example of this embeddedness
(Miller & Le Breton-Miller, 2005). These enterprises function within a complex network of
social relationships, enabling them to leverage trust, reciprocity, and informal agreements in
ways that more formalized businesses often cannot achieve. The strong social ties inherent in
family businesses facilitate a responsive approach to community needs and allow these entities
to adapt their operational practices according to local expectations, thereby further reinforcing
their embeddedness.

This distinctive positioning within their communities renders family businesses particularly
effective in shaping social outcomes, including employment practices and social welfare
initiatives. Their community ties afford them the unique capability to influence social outcomes
not merely through economic contributions but also by fostering social cohesion and promoting
inclusive development (De Massis et al., 2018). By capitalizing on their social capital, family
businesses have the potential to serve as vital intermediaries in bridging the gaps in social
protection, particularly in regions where formal institutional support is inadequate.

The embedded nature of these businesses enables them to cultivate robust community
relationships and facilitate social change, ultimately contributing to enhanced societal well-
being and resilience. Moreover, their role in creating socially responsible initiatives further
underscores their influence, as family enterprises often invest in community projects and
programs that address pressing social issues, thereby enhancing their legacy and long-term
1mpact.

¢. The Informal Sector in Morocco

The informal sector in Morocco is characterized by small-scale operations, lack of formal
registration, and the absence of social protection for workers (Charmes, 2012). This sector
encompasses a wide range of economic activities, including agriculture, construction, and
smallscale retail, where businesses often operate without official recognition or compliance
with labor laws. Factors such as regulatory burdens, high taxation, bureaucratic inefficiencies,
and limited access to finance significantly contribute to the persistence and expansion of
informality (OECD, 2018). Recent data from 2023 shows that the informal sector's contribution
to Morocco's GDP is estimated at 30%, with nearly 5.4 million people engaged in informal
employment (HCP, 2023). These obstacles discourage small businesses from formalizing, as
the cost of compliance is perceived to outweigh the benefits.

Moreover, the exclusion of informal workers from pension schemes and other forms of social
protection exacerbates socio-economic inequalities and poses significant challenges to social
cohesion. This exclusion leads to increased vulnerability among informal workers, particularly
as they age, resulting in heightened levels of poverty among the elderly and further
marginalization of already disadvantaged communities. A 2023 report by the World Bank
highlighted that over 70% of elderly individuals who previously worked in the informal sector
live below the poverty line, emphasizing the urgent need for comprehensive social protection
reform. Addressing these issues requires targeted policy interventions that simplify regulatory
processes, provide incentives for formalization, and expand access to social protection
mechanisms, thereby fostering greater social and economic stability.
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Furthermore, integrating technology and digital platforms can help streamline formalization
processes, reducing administrative costs and making it easier for small businesses to register.
Collaboration between government agencies, family enterprises, and non-governmental
organizations is also crucial in designing effective support systems that promote both economic
growth and social protection for informal workers.

d. Pension Systems in Emerging Economies

Pension systems in emerging economies often suffer from limited coverage, financial
sustainability issues, and administrative inefficiencies (Holzmann et al., 2009). These issues
are further compounded by the lack of comprehensive social security structures, which creates
significant disparities in access to retirement benefits among different sectors of the population.
In the MENA region, traditional pension schemes primarily cover public sector employees and
formal private sector workers, leaving a significant portion of the workforce —particularly
those engaged in informal employment—without adequate protection (Robalino & Bodor,
2009). In Morocco, recent data from 2023 indicates that approximately 57% of the workforce
is engaged in the informal sector, with no access to pension benefits, thereby increasing the
risk of poverty and economic vulnerability in old age.

The ILO advocates for inclusive pension reforms that address the needs of informal workers to
reduce poverty and promote social justice (ILO, 2018). Such reforms should focus on
extending coverage through flexible contribution schemes, which can accommodate the
irregular income patterns of informal workers. Moreover, public-private partnerships can play
a crucial role in creating micro-pension schemes and other innovative social security products
aimed at expanding coverage to underserved populations. Addressing the structural barriers
that hinder the inclusion of informal workers in pension systems is essential for fostering
greater social cohesion and ensuring long-term economic sustainability. Furthermore, there is
a need for enhanced awareness campaigns to educate informal workers about the benefits of
pension schemes, which could mitigate resistance to participation. Policymakers should also
consider integrating digital technologies to streamline the registration and contribution process,
making it more accessible and cost-effective for informal workers.

By employing data analytics, governments and financial institutions can better understand the
needs of the informal workforce, enabling the design of tailored pension products. Ultimately,
creating a more inclusive pension system not only ensures the well-being of aging populations
but also strengthens the economic fabric of the country by reducing inequality and fostering a
more stable social environment.

e. Family Businesses and Social Policy Reforms

While family businesses have the potential to influence social policies due to their resources
and community ties, research in this area remains scant. Jaskiewicz and Dyer (2017) note the
lack of empirical studies examining how family firms contribute to social policy initiatives,
highlighting an opportunity for further exploration. There is a pressing need to understand how
these firms, with their unique embeddedness within local communities and their significant
economic contributions, can help bridge social protection gaps.

The role of family businesses in contributing to pension reforms, particularly in informal
economies like that of Morocco, has been largely overlooked. This study seeks to address this
gap by investigating the role of Moroccan family businesses in pension system reforms,
focusing on how they can leverage their resources, influence, and community engagement to
support the formalization of the informal sector and expand social coverage.

By doing so, this research aims to provide insights that can guide policymakers and business
leaders in utilizing family enterprises as vehicles for socio-economic development and
improved social welfare. Ultimately, understanding the mechanisms through which family
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businesses can contribute to social policy will not only enhance the effectiveness of pension
reform strategies but also foster a more inclusive and sustainable economic environment in
Morocco.

f. Theoretical Framework

The study is grounded in two theoretical perspectives:

« Social Embeddedness Theory (Granovetter, 1985): Social Embeddedness Theory

underscores the critical role of social relationships in shaping economic behavior. The
embeddedness of family businesses within their communities can foster trust,
cooperation, and reciprocity — factors that are crucial for the successful implementation
of social policy initiatives. The theory posits that economic activities are not conducted
in isolation but are deeply intertwined with prevailing social norms, values, and
relationships.
In the context of family businesses, this embeddedness nurtures a strong sense of
loyalty and trust both within the firm and in the wider community, thereby enabling
these enterprises to effectively navigate and influence local socio-economic dynamics.
Such embeddedness also positions family businesses as intermediaries between
informal workers and formal institutions, which helps bridge gaps in social protection
and facilitates the integration of marginalized workers into formal social security
systems. This intermediary role underscores their potential in driving socio-economic
change, particularly in contexts where formal institutions struggle to penetrate the
informal sector.

«  Resource-Based View (RBV) (Barney, 1991): The Resource-Based View posits that
firms possess distinctive resources and capabilities that can be leveraged to achieve a
sustainable competitive advantage. Family businesses are often endowed with a unique
combination of financial, human, and social capital that sets them apart from other types
of enterprises.

These resources include deep-rooted community ties, a strong reputation, and a
profound commitment to the well-being of employees and the broader community. The
RBV framework elucidates how these unique resources can be strategically utilized to
influence pension reforms. For example, family businesses can deploy their financial
capital to pilot pension schemes tailored for informal workers, or use their social
influence to advocate for policy reforms that extend benefits to underserved
populations. Leveraging these internal capabilities positions family businesses as key
drivers of initiatives aimed at expanding social coverage, bolstering socio-economic
stability, and enhancing the welfare of workers in the informal sector.

Moreover, their long-term strategic orientation allows them to invest in initiatives that
may not provide immediate financial returns but yield significant socio-economic
benefits over time. This alignment with broader policy objectives of social inclusion
and poverty alleviation reinforces their role as agents of transformative change,
contributing not only to economic growth but also to the establishment of a more
equitable and inclusive social framework.

3. Methodology
a. Research Design

A mixed-methods approach was employed to provide a comprehensive analysis of the research
objectives. This approach combines quantitative data analysis with qualitative insights,
enhancing the depth and breadth of the findings (Creswell & Plano Clark, 2011).
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b. Quantitative Component
i. Data Collection

« Economic Data: Collected from the Moroccan High Commission for Planning (HCP),
Ministry of Economy and Finance, and international databases such as the World Bank
and ILO.

« Financial Indicators: Data on GDP contribution, employment rates, pension coverage,
and other relevant economic indicators were gathered.

iil. Data Analysis

« Descriptive Statistics: Used to summarize the characteristics of family businesses and
the informal sector.

«  Econometric Modeling: Regression analyses were conducted to estimate the potential
impact of family businesses' involvement in pension reforms on expanding social
coverage.

¢. Qualitative Component
i. Case Studies

+ Selection Criteria: Family businesses that have implemented initiatives related to
formalizing informal employment or providing social protection benefits.

« Sample: Five family businesses across sectors such as agriculture, textiles, retail,
construction, and services.

ii. Interviews

« Participants: 20 individuals, including family business owners, senior managers,
policymakers from the Ministry of Labor and Professional Integration, and experts from
the National Social Security Fund (CNSS).

« Interview Process: Semi-structured interviews were conducted, focusing on
participants' experiences, perceptions, and insights regarding family businesses' role in
pension reforms.

ili. Data Analysis

« Thematic Analysis: Transcripts were coded, and themes were identified to understand
patterns and insights.

«  Cross-Case Synthesis: Findings from different cases were compared to identify
commonalities and divergences.

d. Ethical Considerations

« Informed Consent: Participants were informed about the study's purpose and provided
written consent.

« Confidentiality: Participants' identities and company names were anonymized to
protect privacy.

« Data Security: All data were stored securely, with access limited to the research team.

4. Results
a. Role of Family Businesses in the Moroccan Economy
i. Engagement with the Informal Sector

«  Employment Practices: The study found that family businesses employ a significant
number of informal workers. Survey data indicate that approximately 45% of
employees in family firms are without formal contracts, primarily in sectors such as
agriculture and construction. The reliance on informal labor stems from the necessity
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of maintaining flexibility in workforce management, particularly in industries
characterized by seasonal variations in demand.

Informal employment arrangements enable family businesses to scale their workforce
efficiently in response to fluctuating market conditions, which is vital for preserving
their competitive advantage in an unpredictable economic environment. However,
this reliance on informal labor also perpetuates the absence of social protection for a
considerable segment of the workforce, highlighting an urgent need for interventions
that can effectively reconcile the need for business flexibility with the imperative of
safeguarding workers' rights and welfare. Such interventions must address both
regulatory frameworks and the broader socio-economic context in which these
businesses operate, ensuring a balanced approach to formalization.

« Reasons for Informality: Several interrelated factors contribute to the continued
reliance on informal employment, including cost-saving imperatives, regulatory
complexity, and the need for flexibility in managing seasonal labor demands. Cost-
saving remains a predominant driver, as formal employment entails substantial costs
associated with social security contributions, taxation, and adherence to labor
regulations. For many family businesses, especially smaller enterprises, these costs
present significant financial burdens, making informal arrangements more
economically viable.

Furthermore, the complexity of regulatory frameworks —characterized by bureaucratic
hurdles and administrative inefficiencies—acts as a considerable deterrent to
formalization. Many small family businesses lack the institutional capacity or resources
to navigate these regulatory challenges, further entrenching informal employment
practices. Seasonal labor demands, particularly pronounced in sectors such as
agriculture and construction, necessitate a workforce that can be expanded or
contracted in accordance with production cycles, thereby reinforcing the preference for
informal arrangements.

Additionally, a pervasive lack of awareness regarding the benefits of formalization,
both among employers and employees, perpetuates informal practices. This knowledge
gap prevents stakeholders from fully understanding the long-term advantages of formal
employment, including enhanced social protection and economic security. Addressing
these issues necessitates a comprehensive approach that involves simplifying
regulatory processes, providing financial incentives to offset the costs of formalization,
and implementing targeted awareness campaigns to educate both employers and
workers on the enduring benefits of formal employment structures. Such an approach
is essential for fostering a more equitable and sustainable labor market.

ii. Economic Contribution

« GDP and Employment: Family businesses contribute an estimated 55% to Morocco's
GDP and are responsible for creating over 65% of private-sector jobs. Their economic
contribution is evident not only in aggregate GDP metrics but also in their role in
providing stable and diverse employment opportunities across sectors such as
agriculture, manufacturing, and services.

This broad employment base significantly mitigates unemployment, particularly in
regions with limited access to formal labor markets, thereby enhancing socio-economic
stability.

Furthermore, family businesses often reinvest their profits within their local
communities, creating a multiplier effect that stimulates ancillary economic activities,
generates additional employment, and fosters local enterprise development. Their role
in bolstering GDP growth is further underscored by their inherent resilience during
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economic downturns, as these businesses typically adopt a long-term strategic outlook
that prioritizes stability, sustainable growth, and community welfare over immediate,
short-term profits.

This capacity for resilience allows family businesses to act as stabilizing forces within
the national economy, providing a buffer against macroeconomic volatility and
contributing to broader economic resilience.

« Regional Development: Family businesses are frequently the predominant employers
in rural and semi-urban regions, playing a critical role in advancing regional economic
development. By establishing operations in less urbanized areas, these enterprises
actively contribute to bridging the urban-rural development divide.

Their impact extends beyond employment generation; family businesses are
instrumental in enhancing local infrastructure, such as roads, educational institutions,
and healthcare facilities, driven by their deep-rooted community presence and
commitment to socioeconomic welfare.

These enterprises are also actively involved in capacity-building initiatives, including
vocational training and skills development programs for local workers, which
substantially improve the employability and productivity of the rural labor force. Such
initiatives not only stimulate regional economic growth but also serve as a deterrent to
rural-to-urban migration by creating viable employment opportunities within local
communities.

Additionally, family businesses' focus on regional development fosters economic
diversification, reduces dependency on agriculture, and encourages the growth of
complementary industries. Their embeddedness within the community enables them to
tailor development efforts to local needs, thereby fostering inclusive growth and
socioeconomic stability across the country. The presence and engagement of family
businesses in these regions ultimately create a more balanced and resilient economic
landscape, ensuring that growth is both equitable and sustainable.

b. Potential Contributions to Pension Reforms
i. Formalizing Informal Employment

« Pilot Programs: A number of family businesses have initiated pilot programs aimed at
transitioning informal workers into formal employment arrangements. For instance, a
construction firm implemented fixed-term contracts for day laborers, thereby granting
them access to social security benefits and formal employment protections.
Additionally, several other family businesses have experimented with hybrid
employment models in which informal workers are gradually integrated into formal
employment through parttime contracts that incrementally expand social protection
benefits.

This phased approach has enabled these enterprises to mitigate the financial impact
typically associated with full-scale formalization while simultaneously providing a
structured pathway for workers to gain access to essential social services. In the
agricultural sector, for example, a family-owned enterprise launched a program to
formalize seasonal labor by offering short-term contracts during peak periods. This
initiative was coupled with training sessions designed to enhance the workers' skills
and employability, thus fostering both immediate productivity gains and long-term
workforce development.

These initiatives not only expand social security coverage for workers but also yield
tangible business benefits, such as increased productivity and enhanced worker loyalty,
as employees are more likely to remain committed to employers who demonstrate an
investment in their well-being. The establishment of such pilot programs underscores
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the potential for scalable solutions that bridge the gap between informality and
formalization, ultimately contributing to broader social welfare improvements.
Furthermore, these initiatives illustrate how family businesses can serve as testbeds for
innovative formalization strategies that, if successful, could be scaled up and replicated
across various sectors of the economy, thereby fostering greater inclusivity and social
protection for the informal workforce.

« Challenges: The formalization of informal workers presents several significant
challenges, including increased labor costs, administrative burdens, and resistance from
workers due to tax implications. The financial strain associated with formalizing
informal labor is a particularly formidable obstacle for smaller family businesses, which
often operate with narrow profit margins. The requirement to comply with complex
regulatory frameworks further exacerbates these challenges, as many small-scale
enterprises lack the administrative capacity to efficiently navigate bureaucratic
processes. This regulatory complexity not only imposes additional costs but also creates
significant barriers to entry for formalization.

Moreover, many informal workers themselves exhibit reluctance to transition to formal
employment due to fears of increased taxation, potential reductions in take-home pay,
and a general mistrust of formal institutions. These concerns are often rooted in a lack
of awareness about the long-term benefits of formal employment, such as access to
healthcare, retirement benefits, and enhanced job security. Addressing these
multifaceted challenges necessitates a comprehensive policy response. Targeted policy
support, such as subsidies or tax incentives for businesses that undertake formalization
efforts, could help alleviate the financial burden on family enterprises.

In addition, educational campaigns aimed at informing workers about the benefits of
formal employment are critical to overcoming resistance and fostering greater
acceptance of formalization. Simplifying administrative procedures and providing
technical assistance to family businesses are also crucial steps in reducing the
complexity and costs associated with formalization, thereby making it a more attainable
objective for both employers and employees. Such measures are essential for creating
an enabling environment in which family businesses can thrive while also contributing
to the broader goal of social protection and economic inclusivity for all workers.

ii. Innovative Social Protection Models

«  Micro-Pension Schemes: Family businesses have collaborated with microfinance

institutions to offer pension products tailored to low-income workers, featuring flexible
contribution schedules. These micro-pension schemes are specifically designed to
accommodate the irregular and often unpredictable income patterns characteristic of
informal sector workers. By partnering with microfinance institutions, family
businesses can leverage the trust and established relationships that these institutions
have cultivated within low-income communities, thereby enhancing the uptake of
pension products.
The flexible contribution schedules are a critical feature, ensuring that workers can
contribute based on their fluctuating financial capacity, which makes these pension
products both accessible and sustainable in the long term. Additionally, the
involvement of family businesses in the promotion and implementation of these micro-
pension schemes reflects a broader commitment to social responsibility, which, in turn,
strengthens community ties and contributes to socio-economic development at multiple
levels. Such collaborations not only enhance social welfare but also pave the way for
innovative models of financial inclusion that could potentially be scaled up to benefit
a broader segment of the population.
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The role of family businesses in these initiatives is pivotal as they provide the necessary
financial infrastructure, expertise, and credibility that can encourage informal workers
to participate in formal financial systems. This integration into formal financial
networks serves as an essential step towards greater social protection and economic
empowerment for marginalized groups, ultimately fostering a more inclusive socio-
economic framework.

«  Employee Savings Plans: The implementation of voluntary savings plans in which
both the employer and employee contribute plays a crucial role in enhancing workers'
financial security. These savings plans are meticulously structured to foster long-term
financial stability by creating a shared responsibility model between employers and
employees. Family businesses, in particular, have developed tailored savings plans that
align with the financial realities and constraints of their workforce.

These plans offer varying contribution rates and flexible withdrawal options that are
designed to meet workers' immediate financial needs while simultaneously
encouraging the cultivation of long-term savings habits. By matching employee
contributions, family businesses create powerful incentives for worker participation,
thereby significantly enhancing the financial resilience of their employees.

Moreover, these savings plans often include financial literacy training sessions, which
are integral in helping workers better understand the fundamentals of personal finance
management, the importance of saving for future contingencies, and the benefits of
longterm financial planning. The dual emphasis on savings accumulation and financial
education not only bolsters individual financial security but also contributes to broader
community-level economic stability and empowerment. Such initiatives are essential
for bridging the gap between informal employment and formal financial inclusion,
providing workers with a clear pathway towards greater economic participation and
security. Employee savings plans thus serve as a critical tool in the broader strategy of
economic formalization and inclusion, ultimately fostering a more resilient, equitable,
and robust socio-economic framework that benefits not only individual workers but
also the communities in which these family businesses operate.

By integrating savings mechanisms with educational components, family businesses
are effectively equipping their workforce with the skills and resources necessary to
achieve financial independence and stability, which is a cornerstone of sustainable
socio-economic development.

c. Case Study Insights
i. Case 1: Agricultural Enterprise

« Background: A fourth-generation family farm employing 600 workers, primarily
seasonal laborers.

- Initiatives: Partnered with a local NGO to provide health insurance and initiated a
cooperative model to formalize employment.

«  QOutcomes: Increased worker retention, improved productivity, and enhanced
community relations.

ii. Case 2: Textile Manufacturer

« Background: A family-owned textile company with a history of utilizing informal
labor.

- Initiatives: Established an internal pension fund, with contributions from profits
allocated to employee retirement benefits.

+  QOutcomes: Enhanced employee loyalty, reduced turnover, and strengthened corporate
social responsibility profile.
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iii. Common Themes

«  Community Engagement: Family businesses value their reputation and relationships
within the community, motivating them to adopt socially responsible practices.

« Long-Term Orientation: A focus on sustainability and legacy drives these enterprises
to invest in their workforce's well-being.

iv. Stakeholder Perspectives

« Business Owners: Recognize the benefits of formalizing employment but express
concerns over regulatory hurdles and increased costs.

« Policymakers: Acknowledge the potential of family businesses in social reforms but
highlight the need for supportive policies and incentives.

« Social Security Specialists: Emphasize the importance of expanding coverage to
reduce social risks and advocate for collaborative approaches.

S. Discussion
a. Interpretation of Findings

The findings indicate that family businesses in Morocco are strategically positioned to
influence pension system reforms, largely owing to their substantial economic significance and
deep social embeddedness. As key economic actors, these enterprises can effectively leverage
their financial, social, and relational resources to impact social protection policies at multiple
levels. The embedded nature of family businesses within local communities fosters a high
degree of trust and cooperation, rendering them highly effective intermediaries in the
formalization of informal employment arrangements. Their proactive engagement in initiatives
aimed at enhancing social protection for workers—such as implementing pension schemes and
formal employment contracts—demonstrates a considerable potential for broader socio-
economic impact. By directly addressing the pervasive gaps in social coverage, family
businesses possess the capacity to drive systemic reforms that promote inclusive growth and
mitigate poverty, particularly within the informal sector, which remains largely underserved
by conventional social protection mechanisms.

Furthermore, the long-term orientation of family businesses, combined with their intrinsic
commitment to community welfare, positions them as ideal agents for the implementation of
sustainable social initiatives. Their inherent capacity to innovate in response to socio-economic
challenges, coupled with their strong community ties, underscores their role as vital partners
in the broader effort to expand social protection coverage. These enterprises are uniquely
situated to bridge the divide between formal and informal sectors, facilitating the integration
of marginalized workers into formal social protection frameworks. These findings underscore
the critical importance of harnessing the distinctive strengths of family businesses to address
the structural deficiencies in social protection systems in Morocco, particularly for
marginalized and vulnerable populations. By capitalizing on their community presence and
long-term perspective, family businesses can contribute significantly to building a more
inclusive and equitable social protection landscape.

b. Alignment with Theoretical Framework

« Social Embeddedness Theory: The relational networks and community ties of family
businesses play a crucial role in facilitating trust, cooperation, and the implementation
of social policies at the grassroots level. This embeddedness allows family businesses
to act as effective agents of change, capable of mobilizing community support for social
protection initiatives. The integration of economic activities with social relationships
enables these enterprises to foster a culture of trust, which is essential for the success
of pension reforms and other social policy measures.
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Resource-Based View: Family businesses leverage their unique bundle of resources —
including financial capital, social influence, and human capital —to support social
protection initiatives. These resources create competitive advantages by enhancing the
reputation of family businesses and fostering employee satisfaction. The use of
financial capital allows family businesses to invest in social initiatives, while their
social influence facilitates advocacy for policy reforms that benefit the broader
community. The human capital within family enterprises, characterized by skilled and
loyal employees, further strengthens their capacity to implement and sustain social
protection measures effectively. By strategically utilizing these resources, family
businesses are able to contribute to socioeconomic development in ways that align with
both business objectives and social welfare goals.

c. Implications for Social Policy
i. Policy Recommendations

Incentivization Mechanisms: Introduce tax breaks or subsidies for family businesses
that formalize informal employment and provide pension benefits. Such incentives
would reduce the financial burden on family businesses and encourage them to invest
in social protection measures. By lowering the costs associated with formalization,
these mechanisms can facilitate greater participation from family businesses in efforts
to expand social coverage.

Regulatory Simplification: Streamline administrative procedures for registering
workers and complying with social security regulations. Simplified regulatory
frameworks would make it easier for family businesses to formalize their workforce,
thereby expanding access to social protection. Reducing bureaucratic barriers can help
create a more conducive environment for family businesses to contribute to social
policy goals, particularly in the context of pension reforms.

Public-Private Partnerships: Foster collaborations between government agencies and
family businesses to co-develop pension schemes tailored to the informal sector.
Publicprivate partnerships can leverage the strengths of both sectors—government
oversight and family business community ties—to create pension models that are
accessible, sustainable, and responsive to the needs of informal workers. Such
partnerships would also provide a platform for sharing best practices and scaling
successful initiatives.

ii. Strategic Implementation

Capacity Building: Provide training and support to family businesses on the benefits
and processes of formalization. Capacity-building initiatives should focus on equipping
family business owners and managers with the knowledge and skills necessary to
navigate the complexities of formalization and social protection. This includes training
on regulatory compliance, financial planning, and the long-term benefits of providing
social protection to employees.

Awareness Campaigns: Educate informal workers on the advantages of social
protection to reduce resistance to formalization. Awareness campaigns should target
both employers and employees, highlighting the benefits of pension coverage, health
insurance, and job security. By addressing misconceptions and fears related to formal
employment, these campaigns can help build trust and encourage greater participation
in formalization efforts.

Monitoring and Evaluation: Establish mechanisms to assess the effectiveness of
initiatives and adjust policies accordingly. Continuous monitoring and evaluation are
essential for understanding the impact of social protection initiatives and identifying
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areas for improvement. By tracking key performance indicators, policymakers and
family businesses can ensure that social protection measures are achieving their
intended outcomes and make data-driven adjustments to enhance their effectiveness.

d. Contributions to Literature

This study enriches the literature by:

Expanding Knowledge: Providing empirical evidence on the role of family businesses
in social policy reforms within an emerging economy context. The findings contribute
to a deeper understanding of how family businesses can act as catalysts for socio-
economic change, particularly in addressing the challenges of informality and social
protection.

Theoretical Advancement: Extending the application of Social Embeddedness Theory
and the Resource-Based View (RBV) to include social policy implications. By linking
these theoretical frameworks to the practical actions of family businesses in the realm
of social protection, the study offers new insights into the ways in which embeddedness
and resource utilization can drive social outcomes.

Practical Insights: Offering actionable recommendations for leveraging family
businesses in addressing socio-economic challenges. The study provides a roadmap for
policymakers and practitioners interested in harnessing the potential of family
enterprises to contribute to social protection and economic inclusion.

e. Limitations

Sample Size: The limited number of case studies may not fully capture the diversity of
family businesses in Morocco. Future research should consider expanding the sample
to include a wider range of family businesses across different sectors and regions to
enhance the generalizability of the findings.

Generalizability: Findings are context-specific and may not be directly applicable to
other countries without considering cultural and economic differences. The unique
socioeconomic context of Morocco, including its regulatory environment and cultural
norms, may limit the applicability of the results to other settings. Comparative studies
across different countries could provide a more comprehensive understanding of the
role of family businesses in social protection.

Data Constraints: Reliance on self-reported data from interviews may introduce
biases. The use of self-reported data, while valuable for capturing personal insights and
experiences, is subject to limitations such as recall bias and social desirability bias.
Future research could benefit from triangulating interview data with quantitative
measures, such as financial records or employment statistics, to provide a more robust
analysis.

6. Conclusion

a. Summary of Findings

Family businesses in Morocco play an essential role in the economy and possess the potential
to substantially contribute to pension system reforms. Their unique position as both economic
drivers and socially embedded entities enables them to effectively address several of the key
challenges encountered within the informal sector. By formalizing informal employment and
implementing innovative social protection models, family businesses can help expand pension
coverage to underserved populations, which is crucial for reducing vulnerability and fostering
socio-economic stability. Their contributions are not limited to enhancing financial security
through pensions; they also act as catalysts for broader socio-economic development by
cultivating a culture of compliance and promoting formal employment practices within
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traditionally informal sectors.

The commitment of family businesses to long-term growth and community welfare positions
them as natural partners for the government in advancing social protection initiatives. The
process of formalizing informal employment has profound implications, such as improved
labor rights, enhanced working conditions, and increased productivity. By integrating informal
workers into the formal economy, family businesses contribute to the reduction of economic
disparities and the creation of pathways toward sustainable development. Their ability to adapt
to local contexts and establish trust with their workforce renders them particularly effective in
fostering change in regions that have traditionally resisted formalization efforts.

Moreover, the involvement of family businesses in pension reforms helps alleviate the financial
burden on public social security systems. By contributing to the expansion of social coverage
through private-sector initiatives, these enterprises offer a complementary mechanism to public
efforts, which is especially critical given the fiscal constraints faced by many emerging
economies like Morocco. The adoption of innovative social protection models, such as micro-
pension schemes and community-based savings programs, further illustrates the potential of
family businesses to lead the way in creating inclusive financial products that specifically
address the needs of low-income and informal workers. These initiatives not only enhance the
social safety net but also promote greater financial literacy and economic empowerment within
vulnerable communities.

Family businesses' role in expanding social coverage is multifaceted, encompassing economic,
social, and community dimensions. Their economic contributions go beyond the provision of
employment and pensions; they also foster community development, social cohesion, and the
formalization of the workforce. By utilizing their unique strengths, such as their embeddedness
within communities, their focus on sustainability, and their long-term perspective, family
businesses are uniquely positioned to contribute significantly to the creation of a more inclusive
and resilient socio-economic environment in Morocco.

In conclusion, family businesses are critical actors in advancing pension system reforms and
expanding social protection coverage in Morocco. Their potential to drive change is rooted in
their ability to bridge the gap between the formal and informal economies, thereby contributing
to the reduction of inequalities and the promotion of inclusive development. By engaging
proactively with government initiatives and leveraging their deep community connections,
family businesses can play an instrumental role in building a more equitable and sustainable
social protection system, ultimately ensuring that the socio-economic benefits of growth are
shared more widely across the population.

b. Addressing Research Objectives

1. Role in Economy and Informal Sector: Family businesses are major economic actors
engaging extensively with the informal sector due to various economic and regulatory
factors.

2. Contribution to Pension Reforms: They have initiated efforts to formalize
employment and provide pension benefits, demonstrating a capacity to influence social
protection systems.

3. Policy Recommendations: Incentivizing family businesses and simplifying
regulations can enhance their role in social security reforms, benefiting both workers
and the economy.

c. Implications for Morocco and Beyond

The study underscores the importance of integrating private sector actors, particularly family
businesses, into social policy frameworks. Such integration can accelerate progress toward
universal social protection and contribute to sustainable economic development. The insights
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gained are valuable for other emerging economies facing similar challenges.
d. Recommendations for Future Research

« Longitudinal Studies: To assess the long-term impact of family businesses'
involvement in pension reforms on workers' welfare and business performance.

« Comparative Analyses: Exploring similar dynamics in other MENA countries to
identify regional patterns and best practices.

« Broader Social Policies: Investigating the role of family businesses in other areas such
as healthcare provision, education, and community development initiatives.
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Appendix A: Interview Guide

Section 1: Background Information
« Can you describe your role within the company/government agency?
«  How long have you been in this position?

Section 2: Employment Practices
« How does your organization engage with informal workers?
«  What challenges do you face in formalizing informal employment?

Section 3: Pension and Social Protection Initiatives
« Has your organization implemented any initiatives related to pension coverage for
workers?
«  What motivated these initiatives?

Section 4: Perceptions and Recommendations

« In your opinion, what role can family businesses play in pension system reforms?
«  What policy measures could support businesses in this endeavor?
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Appendix B: Data Tables and Figures

Table 1: Contribution of Family Businesses to GDP and Employment (2013-2022)
GDP and Employment Contribution of Family Businesses in Morocco (2013-2022)

—o— GDP Contribution (%)
—o— Employment Contribution (%)
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Further analysis of the GDP and employment contributions of family businesses in Morocco from
2013 to 2022. The shaded areas highlight the trends and growth over time, emphasizing the
increasing economic significance of these businesses.

Table 2: Employment by Sector in Informal vs. Formal Employment

Proportion of Informal vs Formal Employment in Morocco

Formal Employment

Informal Employment

The proportion of workers in the informal sector compared to those in formal employment in

Morocco. The chart highlights the significant presence of informal employment, emphasizing the
challenges faced in expanding social protection coverage.

Table 3: Pension Coverage Breakdown: Before and After Family Business Initiatives
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Pension Coverage Breakdown Among Workers Before and After Initiatives

Before Initiative
N After Initiative

10

Number of Workers (Millions)

The breakdown of pension coverage among formal, informal, and newly formalized workers before
and after family business initiatives. The annotations help highlight the increase in coverage due to
these initiatives, particularly among newly formalized workers.

Table 4: Number of Informal Workers by Sector in Morocco

Number of Informal Workers by Sector in Morocco
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The number of informal workers by sector in Morocco, highlighting key sectors like agriculture,
construction, and retail where family businesses are most involved. The annotations make it easier to
see the exact number of informal workers in each sector.

Table 5: Public Spending on Social Security in Regions with High vs. Low Family Business
Involvement (2013-2022)
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Public Spending on Social Security: Regions with vs. without High Family Business Involvement (2013-2022)

—e— High Family Business Involvement
—e— Low Family Business Involvement
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Trends in public spending on social security from 2013 to 2022, comparing regions with high versus
low family business involvement. The annotations highlight the differences in spending, suggesting
that regions with high family business involvement have a more stable and efficient allocation of
social security funds.

Table 6: Impact of Micro-Pension Schemes on Social Protection Coverage
Impact of Micro-Pension Schemes on Social Protection Coverage in Informal Sectors
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M Coverage After Scheme
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The impact of micro-pension schemes on social protection coverage across different regions and
business types. The annotations highlight the increase in coverage after implementing these schemes,
demonstrating their effectiveness in enhancing social protection for informal workers.

Table 7: Awareness Campaign Intensity vs. Pension Enrollment Increase
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Awareness Campaign Intensity vs Pension Enrollment Increase
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The relationship between the intensity of awareness campaigns and the increase in pension enrollment
rates among informal workers. The annotations highlight specific enrollment rates, showing a positive
correlation between campaign intensity and increased pension participation.

Table: Contribution of Family Businesses to GDP and Employment (2013-2022)

Year | GDP Contribution (%)| Employment Contribution (%)
201345 60
2014 |46 61
2015 |47 62
2016 |48 63
201749 64
201850 65
2019151 66
2020150 64
202152 67
202255 68

2. Informal vs. Formal Employment

Table: Employment by Sector in Informal vs. Formal Employment

Sector Informal Employment (Millions)|Formal Employment (Millions)

Agriculture 2.8 1.2

Sector Informal Employment (Millions)|Formal Employment (Millions)

Construction |1.6 0.7
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Retail 0.8 04
Manufacturing|0.5 1.1
Services 0.7 1.7

3. Pension Coverage Breakdown

Table: Pension Coverage Before and After Family Business Initiatives

Category Before Initiative (Millions)|After Initiative (Millions)
Formal Workers 3.0 3.5
Informal Workers 54 4.9
Newly Formalized Workers |0.0 1.0

4. Informal Employment by Sector

Table: Number of Informal Workers by Sector in Morocco

Sector Number of Informal Workers (Millions)
Agriculture 2.8
Construction |1.6
Retail 0.8
Manufacturing|0.5
Services 0.7

5. Public Spending on Social Security in Regions with Family Business

Involvement

Table: Public Spending on Social Security (2013-2022)

Year Regions with High Family Business Regions without High Family Business
Involvement (Billion MAD) Involvement (Billion MAD)

201315 18

2014116 19

2015)17 19

201618 20

2017)19 21

201821 22

Year Regions with High l.?‘a.mily Business Regions without Higl? lj“amily Business
Involvement (Billion MAD) Involvement (Billion MAD)

&1
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2019120 23
202022 23
202124 24
202225 24

6. Impact of Micro-Pension Schemes on Social Protection Coverage

Table: Social Protection Coverage Before and After Micro-Pension Schemes

Region/Business Type|Coverage Before Scheme (%)|Coverage After Scheme (%)
Agriculture (North) 10 35
Retail (Central) 15 40
Construction (South) |12 38
Manufacturing (East) |18 45
Services (West) 20 50

7. Awareness Campaigns and Pension Enrollment

Table: Awareness Campaign Intensity vs. Pension Enroliment Increase

Number of Campaigns|Pension Enrollment Increase (%)
5 8

10 15

15 22

20 30

25 38

30 45

35 52

40 60
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