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The present work summarizes the theoretical foundations and empirical findings regarding
the relation between family involvement and firm performance. From a theory-based perspec-
tive we integrate evolutionary psychology and agency theory and describe how conflicting
predictions can be made regarding the relation between family involvement and firm perfor-
mance. Similarly, we describe how the empirical landscape is equally conflicted. Findings from
this meta-analysis summarize the observed effects from multiple studies and provide an esti-
mate of the relation across the entire population. Results illustrated that family involvement
did not significantly impact firms' financial performance (r=.006). Based on these data,
there is no relation between family involvement and a firm's financial performance. Further-
more, we examined multiple conceptual and methodologically-based potential moderating in-
fluences—none was statistically significant. Overall, these findings provide the foundation for
multiple new areas of inquiry as the domain of family business studies evolves. Moving for-
ward, we advise future research in this area to search for additional moderator effects and ex-
plore the defining characteristics, other than performance, that make family businesses
distinct from non-family businesses.
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1. Executive summary

From both theoretical and empirical perspectives, there is ambiguity surrounding the relation between family involvement
and firm performance. On one hand, we know that from an evolutionary perspective, working in family units can foster substan-
tial advantages such as successors benefiting from the materials (e.g., food, shelter, wealth) previous generations accumulated. On
the other hand, recent research suggests that family involvement may foster substantial disadvantages. The present research, a
meta-analysis cumulating the extant literature, answers the question: “What is the relation between family involvement and
firms' financial performance?”

Our meta-analytic review used 78 articles reporting 95 samples with a total sample size of 80,421. Findings illustrated that
family involvement did not significantly impact firms' financial performance (r=.006). Based on these data, there is no relation
between family involvement and a firm's financial performance. Furthermore, we examined multiple conceptual and
methodologically-based potential moderating influences—none was statistically significant.

The results of this study should be of great interest to scholars, practitioners, and policy makers. The results of this meta-
analysis do not support many strong assertions and theory-based conclusions that are made within the literature. For instance,
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many researchers characterize the relation between family involvement and firm performance as positive or negative. Interest-
ingly, based on the present findings, the relation is neither positive nor negative. This finding is critical for practitioners and re-
searchers because it indicates that family involvement is not, by itself, a competitive advantage (or disadvantage) and
stakeholders in the domain of family business studies may want to shy away from either assertion.

We submit that the present research advances the literature and takes an important step toward settling the current debate
regarding the nature of the family involvement–firm performance relation. Based on the present findings, we offer three main
recommendations for future inquiry. First, searching for additional moderator effects may prove valuable (e.g., commitment, al-
truism, growth orientation). Second, and related, we recommend that research continue to further refine the construct of family
involvement (e.g., further assessment of psychometric properties; moving beyondmeasurement of family involvement as specific
components such as ownership, management, culture). As currently measured, these components do not seem to have bearing on
the family involvement–firm performance relation. Third, we encourage the continued exploration of outcomes, other than per-
formance, that make family businesses distinct from non-family businesses (e.g., family harmony, issues related to succession and
intergenerational transmission, family wealth).

2. Introduction

The family is the primary economic unit in human history and has evolved as the dominant “species” of organizational design
(Darwin, 1871; Goody, 1996; Megarry, 1995; Nicholson, 2008a, 2008b; Sahlins, 1972). The family unit can foster advantages, in
terms of survival and performance, for its members and for the group as a whole—and, not surprisingly, family firms account for
roughly three-fourths of all businesses globally (e.g., Goody, 1996; Nicholson, 2008a, 2008b). However, though family involve-
ment in firms can foster substantial advantages, the same form also demonstrates special problems that have hindered its survival
and growth (Kets de Vries, 1996; Schulze et al., 2001). Interestingly, family kinship is largely based on a moral order of treating
one another altruistically because of genealogical relationships or ties, and this is at odds with the amoral economic logic of mod-
ern day markets (Stewart, 2003).

Although the quantity of research examining the effect of family involvement on firm performance has increased (e.g., Anderson
and Reeb, 2003; Chrisman et al., 2004), little consensus exists. Several empirical examinations and theoretical contributions (e.g.,
Chrisman et al., 2005; Dyer, 2003) have expressed concern about the ambiguity surrounding the nature of the family involvement–
firm performance relation (Habbershon andWilliams, 1999; Litz, 1997). Chrisman et al. (2005) reviewed the literature and con-
cluded that the results, to date, were inconclusive. Dyer (2006) described the mixed results as “puzzling.” Rutherford et al.
(2008: 1089) referred to the field as a “jungle” of competing theories and called for “meta-analytic procedures to examine
the relation.” Similarly, Sharma (2004: 5) noted, “Clearly, there is a need to conduct a meta-analysis of this research stream
to determine what these efforts have collectively disclosed in terms of distinctions between family and nonfamily firms.” The
present research answers these calls.

In the present study, we ask the question: “What is the relation between family involvement and firms' financial perfor-
mance?” We attempt to answer this question through meta-analytic procedures. Meta-analysis is particularly appropriate
when conflicting, or ambiguous, empirical findings exist or when various theory-based perspectives conflict within a literature
(Rosenbusch et al., 2011; Schmidt, 1992).

3. Theory

Our theory base relating family involvement to firm performance draws upon work in evolutionary psychology and agency
theory. Both of these literatures offer strong rationales for why a relationship may be present, albeit from different perspectives.
In the following sections, we illustrate how the literature supports a case for either a positive or negative relation between family
involvement and firm performance. The following overview of the ambiguity in the literature sets the stage for the present meta-
analysis.

Before reviewing our theoretical context, wemake two brief notes. First, we note that we chose to primarily build upon agency
theory and evolutionary psychology because we believe that these bases offer the most promise for addressing the root issue of
the family involvement–firm performance relation. However, as the resource based view (e.g., Dyer, 2006; Habbershon et al.,
2003; Sirmon and Hitt, 2003) and stewardship perspectives (Bubolz, 2001; Corbetta and Salvato, 2004; Zahra, 2005) have been
used heavily in the development of the family business literature we draw on these theory bases when relevant. Second, we
note that in the present research to operationalize family involvement, we adopt a similar definition to Chua et al. (1999)—family
involvement represents a substantial family presence in ownership, governance, management, succession, and/or employment.4

3.1. Family involvement and firm performance from an evolutionary perspective— a positive or negative relation?

In this section, we examine the relation between family involvement and firm performance from an evolutionary perspective.
First, we examine the dominant perspective: the case for a positive relation. Then, we also lay out the evolutionary case for a neg-
ative relation between family involvement and firm performance.

4 We do recognize, however, that family involvement can be manifested in many ways (Chua et al., 1999) and definitional ambiguity in the study of family
business is a commonly cited problem (Sharma, 2004).
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