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Abstract

Small firms that are managed or controlled by founding families, hereafter, referred to as family firms,
constitute an important source of the economic system in Italy. We found family firms are more likely
to outperform non-family firm. After controlling for firm specific variables, we find a positive
association between family ownership and firm; while the management by family members seems
not to impact on corporate performance. This research demonstrates the correlation between the
family firms and the performance depends greatly on the type of family business, as well as the
influence that the founding family exercises, through ownership and/or management.

Keywords: Governance, Family Firms, Management, Performance

Introduction

Although conventional economic theory does not differentiate management decisions between
family firms and other firms that are owned by diverse shareholders, the relation between family
governance and firm’ profitability is a critical issue in corporate governance research. A large body of
literature shows that family firms are common among public corporations around the world
(Anderson and Reeb, 2003; La Porta, Lépez de Silanes & Shleifer, 1999). However, whether family
firms are more or less performing than non-family firms remains to be investigated. In addition, the
empirical findings concerning the effect of family ownership upon the performance are discordant.
Mixed results found regarding the impact of family ownership on firm performance as well (Morck,
Stangeland & Yeung, 2000; Claessens et al., 2002). For example, using a large sample of U.S.
corporations, Holderness and Sheehan (1988) find that family firms have a lower Tobin’s g than non-
family counterparts, while Anderson and Reeb (2003) found the opposite.

For different decades, the family firms have been harshly criticized by academics. Family firms are
viewed as conservative and suffering from a strong form nepotism (Schulze,Lubatkin & Dino, 2003)
determining the dearth of professional management (Chandler, 1990) and competences (Schulze et
al., 2001). This typical portrayal of a family firm suggests that these types of economic organizations
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may be less performing than other non-family firms (Allen & Panian, 1982; Gomez-Mejia, Larraza-
Kintana & Makri 2003; Perez-Gonzalez, 2006).
Despite the criticisms, several studies found that the family businesses outperform along a great
many dimensions than non-family businesses (Allouche & Amann, 2000; Anderson & Reeb, 2003).
Indeed, prior research (Berle & Means, 1932; Jensen & Meckling,1976) stated that firms which have
concentrated ownership and/or voting rights that may enhance performance. In addition to
ownership concentration, academic researchers have widely explored the relation between the
family ownership and the firm performance. Morck, Stangeland and Yeung (2000), in a study on
Canadian firms, argue that family businesses have a negative impact on firm performance. This is due
to the fact the family firms are conservative and tend to invest in low risk and consequently low
returns projects, with detrimental effects of corporate value. On other side, there are studies (e.g.
Anderson & Reeb, 2003) that argued that family control may lead to a reduction of the free-riding
risk by managers and to reduce the agency problems between owners and managers (Maury &
Pajuste 2005) for the benefit of firm value.
These findings raise an important question concerning the link between family governance and
performance. There a positive family effect on firm value in terms of performance? The answer to
this research question may help us understand the family effect on corporate performance in firms
located in Italy.
The objective of this study is to empirically investigate the competitiveness of family versus nonfamily
firms. Indeed, in this study we specifically test the hypothesis that family ownership or control leads
to better economic performance and thus profitability. In addition, if family business owners also
participate in management decisions, they may enhance employee productivity and overall firm
performance
So, Italy is uniquely suited to this research because the presence of family-owned firms is Italy is
pervasive; indeed, a large portion of Italian companies, especially smaller ones, is run as a family
business, or has some key family shareholders who have a great influence on the company affairs
(Fabbrini & Micucci, 2004; Lotti & Santarelli, 2005). In Italy it is estimated that there are around
784,000 companies - equal to over 85% of the company total and they account for about 70% in
terms of employment (EY — Family Business Yearbook 2017).
The vast majority of research on family businesses has been conducted with reference to listed larger
companies because they are more likely to make public information. To our knowledge, no study has
examined the relationship between small-medium family firms and performance in Italy.
On these bases, the aim of this study is to provide new evidence on the scarcely researched
relationship between family governance and performance in family firms, focusing on the special
features of these firms and distinguishing the different kind of family businesses both on the
management side and on the ownership side.
Hence, our work contributes to the extant literature, filling an empirical lack, by establishing a
relationship between family ownership and firm’ performance. We intend to investigate two
questions: first, if the family firms are more performing than to widely held firms. Second, we
investigate whether corporate performance is influenced by the type of family firm.
In addition, our study demonstrates the importance of the founding family in the corporate
ownership since it could affect the profitability of the firms in Italy. However, our paper highlights the
impact of nepotism on firm financial outcomes, suggesting how in the family businesses the practice
of nepotism may negatively affect the family firm success.
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The remainder of this essay is structured as follows. In Section 2, we review the related literature on
relationship between family governance and performance and present research hypothesis. In
Section 3, we then discuss the data and research methodology. The results are presented in Section
4. While, Section 5 summarizes and concludes our research findings.

Literature Review

Definition of family firms

Family business researchers have long sought to understand the deep-rooted impact of family
involvement in ownership and management on firm performance (Azila-Gbettor et al., 2018). Owners
and managers represent the main arbiters of governance mechanisms needed to make decisions
about the patterns of incentives, resource allocation, and conflict resolution in a firm (Carney, 2005).
Considering their importance, in this research we discuss some of the possible configurations of
family governance employed to direct and influence firm competitiveness and performance.

The dualism of family firms versus their nonfamily counterparts can be viewed from two
perspectives—ownership and management.

From the perspective of ownership, the uniqueness of family firms is that family members hold a
substantial amount of the firm’s assets.

From the management perspective, one common characteristic of family firms is that family
members serve as the firm’s CEOs or fill other top management positions.

About the definition of family business, the literature is wide-ranging, and it is difficult to find
consensus on a single, shared definition of a family firm. Probably, the lack of consensus relating to a
universally respected family firm definition may be the cause of so different and mixed empirical
results about the relationship between the family ownership and performance (Campanella et al.,
2020). Indeed, whether different is the family firm definition used, different is in how such businesses
perform. Table 1 shows the main definitions of family firms that have been used in academic studies.
Table 1: Definition of family business the literature_here

Source: Authors ‘elaboration

According to previous studies (Melis, 1999 and 2000; Molteni, 1997), Italian firm are under the
relevant influence of large blockholders. While in the US economy, top managers are the most
powerful insiders, in Italy, just like Japan, large blockholders play such role (Barca & Becht, 2001). In
accordance with Melis (2000) the Italian governance system can be viewed as an economic system
of ‘weak managers, strong blockholders and unprotected minority shareholders’ (p. 354). So, many
founding families in Italy do not exert influence over the firm as a shareholder. Then, the issue of
non-voting shares is largely diffused among the Italian businesses (Barca, 1993; Melis, 2000)
However, in terms of management, there are few outside managers and in the typical Italian family
business the manager and owner are the same, especially in smaller ones. In this entrepreneurial
context, by a family business we mean the firm in which founding family is the largest shareholder
firm and/or the founder or his descendant is a president or chairman (Dlugosz et al., 2006; Zhang et
al., 2020; Saito, 2008).
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The influence of family governance on corporate performance
In recent years, research on family firms has blossomed but much of the empirical analysis has been
devoted to relatively large firms in the U.S. economy (Anderson & Reeb, 2003; Pérez-Gonzélez, 2006;
Villalonga & Amit, 2006). However, empirical studies of relationship between family ownership and
firm performance have produced mixed results, and, as Anderson and Reeb (2003) conclude, this link
remains an open question. Some studies (Demsetz & Lehn, 1985; Coles, Lemmon & Meschke, 2012)
argued that the correlation between corporate ownership and performance is difficult to estimate
due to endogeneity, that it is unobservable to the econometrician. These studies found no evidence
of a statistically significant relationship between ownership and firm performance, consistent with
the view that they are endogenous.
However, the literature concerning the family ownership and firm performance is voluminous and
still growing. According to the incentive effect (Jensen & Meckling, 1976), a positive relationship
exists between management, ownership and firm performance. Indeed, when managerial
shareholding increases, the economic interests of managers and those of shareholders are aligned s
and so managers are more likely to pursue higher firm value. This situation leads to obvious benefits
both for managers and the other shareholders. Stein (1989) argued that family-owned firms are less
myopic and are more likely to make better investment decisions. This better decision making is due
to the entrepreneur's better knowledge of the company that, in a long-term period, implies a higher
degree of performance (Daspit et al., 2018; James, 1999).
Several studies found that Tobin's q of family firms is greater than that of other corporations, showing
the higher performance of family owned firms than non-family. Some prior research (Anderson and
Reeb 2003, 2004, McConaughy, Walker, Henderson & Mishra 1998; Villalonga and Amit,2006) report
that the Tobin's q of family firms is greater than that of other corporations. However, evidence
suggests a discount factor associated with the use of instruments that ensure a disproportionate
voting rights (Villalonga & Amit, 2006a). So, higher performance within family firms is less prevalent
within firms that have disproportionate voting power (Miller,Le Breton-Miller & Scholnick, 2008).
Consistent with incentive effect in agency theory (Jensen, 1986), Wu and Huang (2008) found that
directors’ family shareholdings positively impact on firm performance. This result means that there
are pressures to maximize corporate performance upon directors exist when their family ‘economic
future is at stake (Serino et al., 2020; Dyer, 2018).
In contrast with the studies that stated a positive relationship between family involvement and
performance, other research argued that the family ownership tends to be associated with lower
productivity and to be opposed to firm value maximization (Barth, Gulbrandsen & Schgne, 2005;
Bertrand & Schoar, 2006; Gomez-Mejia et al., 2001; Maury, 2006; van der Zee, 2013). The study done
by Claessens et al. (2002) show that in Southeast Asian countries, family firms underperform relative
to nonfamily firms. According to Cucculelli and Micucci (2008), that family firms are not necessarily
more profitable than others. Indeed, the inherited management negatively impacts on the corporate
performance, and this decrease in performance is concentrated among the businesses that
outperform sectoral average profitability before succession. Moreover, the reduction in profitability
is larger in more competitive sectors, where the skills and managerial competences of the founder is
more valuable (Campanella et al., 2020).
Some studies found that only some types of family firms outperform non-family firms. Villalonga and
Amit (2006) found that family ownership improves corporate performance only when the founder
serves as CEO of the company. Saito (2008) showed that the family firms are better performing when
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the senior manager is not from the founding family and the founding family shareholders plays a
significant role in monitoring directors. Several papers stated the lower performance of family firms
is correlated with the involvement in the firm’ management of members of family firms. These
members often have not managerial skills and competences adequate to manage a firm. Thus, Perez-
Gonzalez (2006) and Bennedsen, Nielsen, Pérez-Gonzalez, & Wolfenzon (2007) show that nepotism
within a family firm lowers firm profitability. Perez-Gozalez (2006) found that the family successors
are more likely to be promoted to the CEO without taking into consideration talent, skills and merit.
Bennedsen et al. (2007) showed that the firms, when family manager announces his/her resignation,
undergo large declines in operating returns on assets. Consistent with wasteful nepotism, Bertrand,
Johnson, Samphantharak and Schoa (2008) found that a wider involvement of family members in
family firms hurts corporate performance.

According to the literature, we would to investigate the following hypothesis:

Hypothesis. The family governance is significantly correlated with the corporate performance.

In order to investigate in depth this research hypothesis, we consider different firm specific variables
that allow us to clarify the link between the influence of the founding family and the firm
performance.

Methodology
Sample and Family Firm Data description
This study consists of a sample of 295 Italian small-medium firms with four years of observations from
2013 to 2016, resulting in a sample of 1180 company year observations. Our sample includes only
small and medium enterprises, selected in accordance with the EU definitions (European
Commission, 2003). Thus, SMEs category includes all the businesses which have less than 250
employees. Then, the number of the employee is the cut off used for SMEs definition.
However, data are lacking for most firms in the small-business sector. Except for company financial
measures, most data can only be gathered by direct interviews. This situation has led to academics
to focus their own studies to larger companies. In this paper, a dataset has been constructed by
matching two sources: a survey dataset collected directly from the companies using questionnaire-
based phone interviews, and data consisting of company accounts obtained from Thomson Reuters.
The survey has been restricted to a unique set of small-sized and medium-sized family businesses in
the Italian manufacturing industry. The sample period is 2013-2016. This means, repeated
observations (four years) on the same set of cross-section units (295 firms), the total observations
are N=1180.
To investigate in depth the link between family governance and performance, we collect family
ownership and management data for all the sample firm-years. In order to classify different types of
family firms, we relied on two assumptions of family ownership and family management. Family
ownership is defined as the percentage of shares held by the founding family as a group. A firm is
family-managed when there are relationships between senior managers and founding families.In
accordance with Saito (2008), we classify the family firm into three type family firms:
Management&Ownership family firms (M&QO), Ownership family firms (O), Management family
firms. Firstly, the family firm (M&O) is a firm where the senior manager (president or chairman) is
either the founder or his descendant and the founding family is the largest shareholder. In this type
of firm, the founding family has influence through both management and ownership. Second, in the
Ownership family firms, the founding family has influence only through ownership (Shleifer and
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Vishny, 1986). In fact, in this type of family firms, the founding family is the largest shareholder, but
the senior manager is not a family member. Third, in the management family firm (M) there is a
largest shareholder who is not from the founding family. So, the senior manager is from the founding
family, constrained by other large shareholders, and the founding family is not the largest
shareholder.

The following Table 2 shows the characteristics of the sample employed in our research.

Table 2: Characteristics of research sample_here

We examine the research questions by applying ROA ratio as performance measure and as
dependent variable in a Panel data, along with independent variables represent family ownership. In
this way, we may investigate the relationship between family firms and firm performance. In
corporate governance research, there are different ways to measuring firm performance with little
agreement on the most optimal one. However, the main types of performance indicators employed
are financial statement ratios. We chose ROA index as proxy of performance in accordance with
previous analysis carried out by other authors in this field. In addition, the accounting index ROA is
widely regarded as the most useful measure to test firm performance (Abdel Shahid, 2003; Long &
Ravenscraft, 1984, Reese and Cool, 1978; Zeitun & Tian, 2007).

Following Barber and Lyon (1996), we calculate ROA as ratio (%) of operating income before tax and
interests to market value of assets.

The independent variables are various family firm variables. In particular, our independent variables
are the followings:

Family firms: this is a dummy variable, which sets at 1 if the firms if the senior manager is a founding
family member and/or the founding family is the largest shareholder in the company;

Ownership: this variable indicates the family ownership expressed as the percentage (%) of shares
owned by the founding family;

O family firms: this is a binary dummy that assumes the value of 1 if founding family is the largest
shareholder of the firm, but senior manager is not member of the founding family;0 otherwise;

M family firms: this is a binary dummy that sets at 1 if founder or his descendant is a president or
chairman, but founding family is not the largest shareholder of the firm.

M&O family firms: this is a variable dummy that assumes the value of 1 if founder or his descendant
is a president or chairman and founding family is the largest shareholder of the firm; 0 otherwise

The panel data
We often have data where variables have been measured for the same subjects (or countries, or
companies, or whatever) at multiple points in time. These are typically referred to as Panel Data or
as Cross-Sectional Time Series Data. With panel data you can include variables at different levels of
analysis (i.e. students, schools, districts, states) suitable for multilevel or hierarchical modeling.
Moreover, Panel data facilitates the estimation of causal effects because it can be used to control for
unobserved variables.
Panel data possess several advantages: a) they allow to identify the effects that are not identified in
the cross-section data. (Ben-Porath,1973); b) while the cross-section allows you to estimate what
proportion of the population is unemployed in a unit of time, the panel data show how this share
varies over time; c) they allow you to control the effect of individual heterogeneity: i.e variables
constant over time (individual heterogeneity) not observed (for which no data are available). (Baltagi
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and Levin, 1992); d) the panel data permits empirical tests of a wide range of hypotheses; e) The
panel data contain more information, giving more efficient estimates.

Fixed and Random Effects

The fixed effects (FE) explore the relationship between predictor and outcome variables within an
entity (persons, teams, company, etc.). Each entity has its own individual characteristics that may or
may not influence the predictor variables. Each entity is different, therefore the entity’s error term
and the constant (which captures individual characteristics) should not be correlated with the others
(Stock and Watson, 2012).

The fixed effect model is:

Yie = B'xie + a; + &

where

a; (i=1...n) is the unknown intercept for each entity (n entity-specific intercepts).

¥;¢ is the vector of dependent variables where i = entity and t = time.

x;; represent the vector of covariates.

&;¢ is the vector of error terms.
In the random effects the variation across entities is assumed to be random and uncorrelated with
the predictor or independent variables included in the model. The essential distinction between fixed
and random effects is whether the unobserved individual effect integrate elements that are
correlated with the regressors in the model, not whether these effects are “stochastic or not” (Green,

Yie = B'Xit + vyt
where v;; = a; + &;; is the error of the random effect model.
Random effects assume that the error term is not correlated with the predictors which allows for
time-invariant variables to play a role as explanatory variables.
The usually accepted way of choosing between fixed and random effects is Hausman H-test
(Hausman, 1978). Statistically, fixed effects are always a reasonable thing to do with panel data (they
always give consistent results) but they may not be the most efficient model to run. Random effects
will give you better p-values as they are a more efficient estimator, so you should run random effects
if it is statistically justifiable to do so.
Then, under the null hypothesis, the random effects are correctly specified, so both the fixed and
random effects model are consistent, while under the alternative hypothesis, the random effects are
correlated with the regressors, so the random effects model loses its consistency.

Thus, the Hausman test:
H,: The random effects model is appropriate. The preferred estimator is RE
H;: The fixed effects model is appropriate. The preferred estimator is FE

Empirical Results

In this work, we consider a panel data in order to analyze the association between family
governance and performance. The output of the fixed effects is shown in table 3

Table 3: Fixed effects results_here
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The fixed effects model, in table 3, shows a significant overall model (p.value = 0.000), with all
significant variables, except the variables M family firm and M&O family firm.

Moreover, we test if time fixed effects are needed by testparm. It is a joint test to see if the dummies
for all years are equal to O, if they are then no time fixed effects are needed. In our case the p.value
is greater than 0.05, so we failed to reject the null that the coefficients for all years are jointly equal
to zero, therefore no time fixed- effects are needed in this case.

The output of the random effects is shown in table 4:

Table 4: GLS Random Effects results_here

In the random effects model (table 4) we have all variables statistically significant, except the variable
M family firm. To see if there are random effects we have carried out the Breusch-Pagan Lagrange
Multiplier (LM) test. The LM test helps you decide between a random effects regression and a simple
OLS regression. The null hypothesis in the LM test is that variances across entities is zero. If the null
hypothesis is not rejected, the pooled OLS is preferred; otherwise, the random effect model is better.
In our case the p.value < 0.05, then we reject the null hypothesis and we conclude that there are
random effects.

Later, in order to decide between fixed or random effects we can run a Hausman test where the null
hypothesis is that the preferred model is random effects vs. the alternative the fixed effects. The
Hausman H-test reveals that the fixed effects estimator is more appropriate (p.value = 0.0019). As
the matter of fact, under H;the RE is the best (the estimation GLS is BLUE), while, under H,, the
statistics properties of the estimator GLS of the RE are not met.

The choice of dealing with individual effects as fixed or random enough delicate. The fixed effects
should be used to estimate the specific effects of the sample (i.e, an exhaustive sample countries, a
sample of companies in a particular industry in which the selected sample is representative of the
characteristics of the industry). By contrast, the random effects should be used for random samples
and to make inference on the population.

For this reason, with a reference to our case study the choice falls on the random effects model (table
4) as our entity can really be thought of as random draws from a population. Then, from analysis of
table 4 only Management variable is not statistically linked to ROA dependent variables. This means
that family management in itself does not significantly contribute to improve the corporate
profitability. The variable Family positively has a positive effect on the extent of ROA (coeff.= 1.787,
p.value = 0.003). In accordance with this result, we can say that family firms are more performing
than non-family firms. The variable Ownership, representing the family ownership expressed as the
percentage (%) of shares owned by the founding family; has a positive effect on the extent of ROA
(coeff.= 0.026, p.value = 0,001). In this sense, we can say that the increase of family ownership is
positively correlated with corporate performance. The variable O is statistically linked to the
dependent variable (coeff.= 2.498, p.value= 0,000). This result means the situation in which the
founding family is the largest shareholder, but the senior manager is not a founding family member
has a positive effect on the corporate performance. The binary dummy M&O family firms have a
positive effect on the extent of performance (coeff=0.915: p value=0.053). In accordance with this
result, we assume that the situation in which the founder or his descendant is a president or chairman
of the firm and founding family is the largest shareholder of the firm has a positive effect on the

98



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ACCOUNTING, FINANCE AND

MANAGEMENT SCIENCES
Vol. 11, No. 2, 2021, E-ISSN: 2225-8329 © 2021 HRMARS

corporate profitability. The discussion and implications of these statistical results take place in the
following section.

Discussion and Conclusion

Overall, the empirical findings reveal that Italian family firm outperform non-family firms.

We found that family firms are more performing than non-family firms because the family variable
dummy is positively correlated the selected proxy of performance.

Furthermore, after controlling for specific firm variables, we find a positive association ownership
variable and firm performance. Furthermore, the family ownership contributes to enhance the
economic value produced within the company. So, the increase of family ownership, expressed as
ratio of shares held by founding family as a group to total shares. is positively correlated with
corporate performance. This result strengthens the assumption shared among some researchers that
family-owned firms are more likely to better perform compared to non-family counterparts.

In order to investigate whether the management of the founding family is positively correlated with
the corporate performance, we distinguish three types of family firms. In fact,
Management&Ownership family firms, only Management family firms, and only Ownership family
firms are selected. To our research question “There a positive family effect on firm value in terms of
performance?”, the response is mixed. In fact, the positive effect on firm performance depends on
the type of firm.

Our findings reveal that that family ownership contributes to improve the corporate performance
only in two cases:

1) when the senior manager is either the founder or his descendant, and the founding family is the
largest shareholder; 2) when the founding family is the largest shareholder, but the senior manager
is not a founding family member. In other words, the key element to ensure that the family firm is
more performing than non-family firm resides in the fact that the founding family is the largest
shareholder.

In other words, the family involvement in the management of business does not means a significant
improve on the economic outcomes. Hence, our research hypothesis is partially supported.

The potential benefit of founding family holding large ownership stakes is that it provides them with
having important financial incentives to reinforce company’ performance (Xu, Ong, & Nee,2017;
Leland and Pule,1977). Our empirical findings for family firms in Italy are somewhat surprising. The
founding family could affect firm performance in various ways. According to classical agency theory,
an advantage of the family firm in which the founding family is the largest shareholder is that it has
a lot of equity and it has strong financial incentives to improve firm performance. In this way, the
founding family contribute to the firm performance, even if it has influence only through ownership
(Shleifer & Vishny, 1986). On the other side, family firms where the founding family exercises own
influence through only management do not significantly correlated with the performance. Several
studies (Allen & Panian, 1982; Bennedsen et al., 2007; Chandler, 1990; Perez-Gonzalez, 2006) show
that nepotism within a family firm damages corporate performance. Nepotism may bring conflicts of
interest between family members (or between family members and other stakeholders, as well as
reputational concerns.

In particular, a wider involvement of family members in family firms hurts firm value in terms of
profitability (Bertrand et al., 2008; Gomez-Mejia et al., 2003).
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The main managerial implications of this study are two. First, we found that family ownership
improves the firm’ performance. Second, the only family management does not contribute to
improve the corporate profitability. This research illustrates the importance of distinguishing the
different types of family firms. It demonstrates that the correlation between the family firms and the
corporate performance depends greatly on the type of family business, as well as the influence that
the founding family exercises, through ownership and/or management. Clear specification is critical
in examining the relation between the family governance and the corporate performance (Demsetz
and Lehn, 1985; Gillan, 2006).

However, our paper is not without limitations. Firstly, the research sample is limited to Italy. So, our
findings cannot be generalized to other countries. Secondly, to measure firm performance we use
only a performance proxy, that is ROA index. However, even if the accounting measures are widely
seen as efficient proxy measures for corporate performance, there are other measures of
performance called market performance measures, such as price per share to the earnings per share
(P/E) (Abdel Shahid, 2003) and Tobin’s Q that is used in many studies (Favero et al.,2006; Miller et
al.,2007; Morck, Shleifer & Vishny, 1988, McConnel & Serveas, 1990, Zhou, 2001). The accounting
measures, even if most used in academic research, can be easily manipulated by changes in
accounting policies and make difficult to compare accounting measures across the companies due to
different accounting policies.

Further research about the family governance may help us understand their unique contribution to
firm performance, by using different accounting ratios and a larger sample.
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Table 1: Definition of family business the literature

Author(s)

Definition used in research

Allen and Panian (1982);
Claessens et al. (2002)

Family firm is a company in which the founding
family or its descendants own or control at least
5 percentage of the voting stock

Anderson and Reeb (2003)
Villalonga and Amit (2006)

Family firms if the founder or a member of the
founding family is an officer, a director, or the
owner of at least 5% of the firm’s equity

Ang, Cole, and Lin (2000)

Family firm when the founding family held
more than 50% of the firm's shares.

Crongvist and Nilsson (2003)

Family firm whenever the founder or
descendents of the founder are present as
officers/directors

Metrick(2006)

Dlugosz,Fahlenbrach, Gompers

Family firm whenever the founder is the senior
manager

Holderness and Sheehan (1988)

Family firm if the founding family or its
descendants own at least 50.1% of the firm’s
shares

La Porta et al. (1999)

Family firm if an individual is the controlling
shareholder whose voting rights exceed 20%.

Source: Authors ‘elaboration

Table 2: Characteristics of research sample

Family firms Non-family Total firms
firms

185 110 295

Family firms (M&QO) | Family firms (M) | Family firms (O) ' Sum

74 71 40 185
Table 3: Fixed effects results

F(5.880)= 21.12 p.value = 0.000

ROA Coef. Std. Err t P>|t]

Family 1.487 0.647 2.30 0.022*

Ownership 0.028 0.008 3.56 0.000*

M family firm  0.685 0.848 0.81 0.420

O family firm  2.564 0.562 4.56 0.000*

M&O  family

firm 0.147 0.519 0.28 0.776

_cons 4.065 0.416 9.77 0.000*

F test that all u_i=0, F(294.880) = 3.40 Prob > F = 0.000; * significant at 5%
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Table 4: GLS Random Effects results

Wald chi2(5) =145.44 p.value = 0.0000

ROA Coef. Std. Err z P>|z|
Family 1.787 0.594 3.010 0.003*
Ownership 0.026 0.008 3.460 0.001*
M family firm  -0.525 0.522 -1.000 0.315
O family firm  2.498 0.514 4.860 0.000*
M&O  family

firm 0.915 0.473 1.940 0.053*
_cons 4.151 0.411 10.090 0.000*

*significant at 5%
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