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The aim of this study is to better understand how family involvement in ownership manage-

ment  and direction affects the financial performance of the Lebanese companies. In order to

authenticate our hypotheses, we collected primary data by using a quantitative method. In

fact, we performed an inquiry by surveying 75 Lebanese companies through a questionnaire

formed  by closed and semi-open questions and modulators. While finishing the empirical

study,  we concluded that family involvement in ownership and management has a posi-

tive  relationship with the financial performance of the Lebanese company. Moreover, issues

like  entrenchment and asymmetric altruism did not prove to have a significant relationship

with  the financial performance. The essential reason to the results previously stated is that

family managers in Lebanon act as stewards by considering the success of the company as

their own, rather than agents seeking to achieve their personal benefit on the expense of

the company.

©  2013 Holy Spirit University of Kaslik. Hosting by Elsevier B.V. 

1.  Introduction

A recent attempt to investigate the state of the corporate
governance in emerging markets, highlighted family firms
as  being an essential yet an understudied topic (Claessens
&  Yurtoglu, 2012). However, Family businesses play a major
role  in the economy of both emerging markets and most
developed economies. In fact, family firms constitute an
essential  part of capital markets as most of the large listed
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companies present the characteristic of ownership concentra-
tion  which can be mostly linked to family owned companies.
Although family businesses present some advantages in terms
of  employee loyalty and long-term relationships, they also
present  some cons by acknowledging the risk of the owner’s
concentration on firm’s survival and neglecting the concept
of  wealth maximization. As a matter of fact, the owner’s
goal  will be only concentrated on how to safely pass on
the  business to future generations (Miller & Le Breton-Miller,
2005).
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While having a strong family oriented culture, the Arab
world  has long had family businesses in the core of its econ-
omy.  Several historical and cultural values contributed to the
family  dominance in the MENA  region to extend to businesses.
Empirical studies in the GOLF exhibited the supremacy of
family  businesses on commercial activities. The study con-
ducted  demonstrated that 98% of commercial activities in the
Gulf  Cooperation Council presented the characteristic of large
ownership  by one family.

Moreover, from the time where the Lebanese people were
called  Phoenicians, family businesses not only predominates
the  Lebanese economy, but also contributes to the mainte-
nance  of its stability.

Acknowledging the fact that the world is filled with fam-
ily  businesses, it is of high importance to study components
that  may  affect their performance. Therefore in this study, we
are going to concentrate on the state of ownership manage-
ment  and direction of family firms and their relationship with
the  financial performance. Our sample will be restricted to
Lebanon  but the literature can be somehow representative of
the  MENA  region, as Lebanon and the Arab world share some
cultural  similarities.

To  sum up, we  are going to discuss in the following: In
Lebanon, how does family involvement in ownership man-
agement  and direction, affect the financial performance of the
company?

The  first part will include a literature review of family firms
as  well as the formulation of our hypothesis, and the second
part  will include the methodology adopted and the perfor-
mance  of the empirical study.

2.  Family  business  review

2.1.  Family  business  particularities

Family enterprises have their important role in the world
economy as their presence is not restricted to one country
or  region but exists all around the world. Thus, it is of high
value  to understand what a family business is. Different defi-
nitions  of family firms have emerged in recent years, but there
was  no clear compromise about what defines them. Although
the  agreement on one explication of family businesses was
absent,  common ground could be acknowledged by most def-
initions.  In fact, most interpretations highlighted ownership,
family  involvement, family control and the intention of trans-
ferring  the business to future generations as key components
of  what could be classified as family firms. Even if some def-
initions  could still be questionable, the elements mentioned
above  present the center variables that are crucial to describe
any  firm as a family owned company (Chrisman, Chua, &
Sharma,  2005).

The  notion of family owned businesses derive from many
concepts.  Bowman-Upton suggests a basic description, by
stating  that a family business can be defined by having the
majority  of ownership and control retained by the family
members. On the other hand, Churchill and Hatten affirm that
a  family firm is a company that is operated by the founder and
where  there is an expectation that a younger family member

will  receive the control of the business after an older member
(Churchill & Hatten, 1987) (Tables 1–4).

Another definition that unites the first two is that fam-
ily  businesses are managed and/or governed with the aim to
shape and engage in the vision of the business that is shared
by  a dominant alliance, controlled by members of the same
family  or a small number of families, in a way  that is main-
tainable across generations.

Chrisman  et al. also found that a family business is distin-
guished not only by ownership, governance, and control that
are  retained by the family, but also by the next generation suc-
cession  (Chrisman et al., 2005). Therefore, the family will not
only  retain control of the firm’s corporate behavior, but also
will  acquire the idiosyncratic resources that result from family
involvement.

The  Family Owned Cultural Scale was developed by Astra-
chan  et al. with the purpose to determine family engagement
in  business (Astrachan, Klien, & Smyrnios, 2002). Among their
findings,  was  the attachment of culture to the family busi-
ness  definition; in fact, the family particular culture would be
transmitted to the company’s culture as time pass.

Villalonga and Amit have clearly specified that there are
three  main factors common to any family business: First, one
or  more  families detain a significant part of capital (Villalonga
&  Amit, 2006). Second, family members have significant con-
trol  over the company that may  include statutory or legal
boundaries over the voting right and the capital distribution
among none family shareholders. Third, top level manage-
ment  is bound to family members.

To sum it up, the definition of family firms is made up of
all  the above concepts. Factors like ownership, the transition
of  culture, the aptitude to be transferred to future genera-
tions,  and family involvement and control are key components
for  associating any type of business to the family firm con-
cept.  Yet, family firms present many  particularities. Family
firms  mostly relate to Small and Medium businesses, and their
founder  is generally classified as an Entrepreneur. In the fol-
lowing,  we are going to discuss these originalities.

The term family will associate many  characteristics for
these  kinds of businesses. In fact, family is a many  sided term.
Each  family has their own values, culture, history, ethnicity,
and  generations. They are formed by people related with com-
mon  history, emotional bonding, and shared future objectives.
In  addition, although the word family can relate the mind to
biological  blood relation, Steward affirms that some family
businesses may  not have direct biological kinship, mentioning
in-laws  as an example (Stewart, 2003). Consequently, it can be
entitled as “none biological family” or quasi-family (Carsrud,
2006;  Karra, Tracey, & Phillips, 2006).

Moreover, many  of the family firms are Small or Medium
Enterprises. SMEs present a set of particularities. The “Com-
mission  Recommendation” published by the European Union,
set  constraints to defining firms as small and medium enter-
prises  by having hired less than 250 employees, along with
an  annual balance sheet not exceeding 43 million euro,
and  a 50 million Euros restriction for annual turnover (The
Commission Recommendation, 2003). Small and Medium
Enterprises have a family oriented ownership and manage-
ment  where the family’s culture and values are transmitted
throughout the company and employees. These categories of
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