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Abstract

loyalties.

The paper explores the GCC (Gulf Cooperation Council) emerging market to study the emergent factors towards
identifying relationships between family member reciprocity and family-owned business’ performance. The study was
conducted during 2018, wherein, for data collection 280 pre-validated, piloted questionnaires were distributed to family
firms. The data inferred a 48.6% response rate representing the substantial prevalence of family-owned businesses in
Saudi Arabia. The statistical analysis conducted in SPSS version 18 (SPSS Inc., lllinois, USA) revealed a significance
level p<0.000. Thus, indicating a positive and significant influence of family member reciprocity on family-owned
business’ performance. These findings could be attributed to the deep integration of the family within the Arab culture.
In several Arab countries, families continue and maintain the tribal and clan legacy which are manifested through strong
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Introduction

Family-owned business is a sector, which today has emerged as a
significant driver of economic growth. In fact, this factor influences the
global economy and according to statistics, family-owned businesses
have shown'$7 trillion in annual sales with an employment workforce
of more than 25 million people. These enterprises thus not only
generate wealth but also long-term employments. It is necessary to
start the paper by discussing the definition of a family business, which,
according to Beehr [1] is the business where at least one member or
the business owner are involved in the business functions, or several
members form a part of the management [2] or the key managers are
relatives of the owner [3] or an officer, a director, or a stockholder in
the family business [4]. Moreover, Barnes and Hershon [5] have said
that in family business an individual or the members of a single family
control the ownership. Again, Holland and Oliver [6] claim that in
family business the relationship of the family members impacts the
decisions pertaining to business ownership or management.

As per Marcopolis news agency, in the GCC countries around 90%
of the trading activities, are contributed by family-owned businesses,
and not only that but also these enterprises constitute 75% of private-
sector economic activity, generating 80% of the region’s GDP, and
employing 70% of the labor force in the region. Correspondingly, the
Kingdom of Saudi Arabia holds a very prominent position in the region,
with the highest concentration of high net worth (UHNW) families
[7]. Studies [8,9] show that in Saudi Arabia majority of companies are
family owned- the kingdom has a total of 621,400 family businesses,
ie., 63% of all operating firms-as indicated by Family Governance
Forum. The Arab News [10] states that $ 216 billion are contributed by
these family-owned businesses to the GDP of Saudi Arabia, as well as
52% of the total workforce belongs to these enterprises.

Conversely, in other (GCC) countries the significance of family-
owned business is not that substantial, irrespective of the big size of
several Saudi business families. The Arab News [10] also corroborates
this fact and claims that almost 5 out of 10 of the Middle East’s largest
family businesses are owned by Saudi families. In fact, computed in
USD billion, the net worth of some of the richest family businesses
in Saudi Arabia are: Al Rajhi family - ~11.90; Olayan family- ~12.00;

Mohamed Bin Issa- ~12.00; Mohammed Al Amoudi- ~12.30; and
Prince Alwaleed Bin Talal- ~20.

Since the 1980s, the subject of family-owned businesses has
garnered a huge interest of the management research community.
However, these scholarly endeavors have been largely restricted to
developed countries, such as the UK, US, Germany and Japan [11,12].
This has brought into focus the clear dearth of research in the Arab
World and particularly Saudi Arabia on issues relating to such decisions.
Indicating thus, the evident empirical gap in studying the family impact
on firm performance and necessitating further research on potential
factors affecting the Saudi family-owned businesses’ performance, as
well as their long-term survivability [13]. Organizational success is
defined primarily by performance and as such, to leverage their specific
advantages and accomplish these measures, family businesses need to
know the main factors can be success drivers. The scarcity of focused
research on the factors influencing family business succession has also
been highlighted by Kowalewski et al. [14]. Family-owned businesses
still constitute a relatively less explored topic and are not as significant
in other management fields, in a specific context of a less developed
country [13,15] also corroborates the need for an in-depth analysis, due
to the lack of studies on the family business in Saudi Arabia and refers
to the worthiness of this study.

The existing research shows extensive studies on positive, negative
and null measures of the relationship between the two concepts of
prosperity and firm performance. As such, no intersect was inferred
between these two aspects for the family-owned businesses in the US
[12,16,17] and the Italian companies [18]. These conflicting opinions
and mixed results have led to uncertainty around the effect of prosperity
on family-owned businesses.

*Corresponding author: Abdulrahman Alsughayir, School of Economics &
Administrative Science, Al Imam Muhammad in Saud Islamic University, Riyadh
11431, Saudi Arabia, Tel: +966-11258-5555; E-mail: aaalsughayir@yahoo.com

Recieved August 03, 2019; Accepted November 18, 2019; Published November
25,2019

Citation: Alsughayir A (2019) The Effect of Family Member Reciprocity on the
Family Firm Performance in Saudi Arabia. J Entrepren Organiz Manag 8: 276.

Copyright: © 2019 Alsughayir A. This is an open-access article distributed under
the terms of the Creative Commons Attribution License, which permits unrestricted
use, distribution, and reproduction in any medium, provided the original author and
source are credited.

J Entrepren Organiz Manag, an open access journal
ISSN: 2169-026X

Volume 8 « Issue 5 « 1000276



Citation: Alsughayir A (2019) The Effect of Family Member Reciprocity on the Family Firm Performance in Saudi Arabia. J Entrepren Organiz Manag

8:276.

Page 2 of 5

This raises curiosity for Saudi Arabia (as this region is distinct from
Italy, US, Poland, and India), which should provide an interesting
case study to explore the influence of family member reciprocity
and performance on the Saudi family-owned businesses. As such,
the current paper aims to explore is the exact aspect of focused and
pointed research. The study aims to augment the existing body of
research with an improved insight for emerging economies in the
family-owned business domain, with improved clarity in the current
ambiguous and imperfect literature, in particular, for Saudi Arabia.
The research outcome aims to focus on the question: “How family
member reciprocity affects and contributes to company performance
goal?” The paper focuses on explicating the family influence aspects
in substantiating the arguments and contributes to selective studies
available.

Literature Review

Family-owned businesses are demonstrative of a distinct
complexity due to the unique intersect between emotional, inclusive
familial traits and rational linear business processes. An extensive
research body [19-21] focuses on the main relationship between the
founder and heir in exploring the succession and management issues
in family firms. Scholars [22,23] evidence mixed results in comparative
studies for family-owned businesses with other business types (based
on ownership), which show mixed results and conflicting opinions
regarding the impact of family control. Moreover, Daily and Dollinger
[24] claim that performance advantages are evident in family-run
businesses, irrespective of the measure, i.e., overall performance or
financially-oriented growth rates. In addition, according to Anderson
and Reeb [25] non-family businesses in comparison to family firms
show significantly lower performance. However, family firms have
been deemed inherently inefficient due to family-oriented conflicts
towards managing the enterprise [26,27].

It has been claimed that relationships constitute the “building
blocks of organizational structure” [28]. An individual’s sense of
belonging and importance are reinforced with the exchange of
reciprocal behaviors and contribute towards creating a shared purpose
and identity [28]. However, agency problems could be a result of self-
interests and individualistic goals in family firms laden with family
members [29].

According to Klein [30] mutual reciprocity and family members’
support for organizational tasks is indicative of family influence. In fact,
when these are manifested as shared responsibilities, assistance to other
members, and helping one another in achieving organizational tasks;
it institutes the family members as stewards of the firm. In particular,
this mechanism of family member reciprocity facilitates stewardship
behavior because in the interest of the firm the family members put
aside their personal interests. As such, family member reciprocity serves
as a medium for channelizing altruism and familial bonds in support
of family firm [31]. As per Sigmund [32] the human relations center
on reciprocity even in situations suggesting competition and isolation
strategies. That is, a variety of situations show reciprocity, by creating
an analogous environment, something akin to a self-promoting facility.
Fredrick [33] states that the trust implicit in reciprocal altruism - both in
combination bring together larger social groups into a moral community.
Congruently, Howard Becker refers to man as Homo reciprocus, thereby,
positing reciprocity at the core of human existence [34]. Deckop et al. [35]
state that individuals are motivated to and best served by the reciprocity of
favorable treatment [35]. In a family firm, the aspects of family members’
willingness to contribute, support, and desire to be a part of the business are
essential and thus, it is imperative to focus on family member reciprocity,
which is the relational aspect of family influence [30,36]. It becomes
necessary to not only focus on the potential influence of the family on the
firm but measure family influence towards the assessment of the family’s
active participation in business function [20]. As such, the paper study the
mutual support of the family members and underpinned by Seers [28]
research argues that commitment, teamwork, and family support are
family influences that manifest family member reciprocity.

The paper takes into cognizance several scholars’ opinions [37-
39] that it is necessary to independently consider the several family
influence dimensions. As shown in (Figure 1) the concept of family
member reciprocity motivates coming together of family members
to achieve firm goals, align individual interests with the business
interest and thereby, reduce agency costs and opportunism. As such,
the family firm performance presents a direct intersects with family
member reciprocity. The study thus hypothesizes a direct and positive
correlation between family member reciprocity and firm performance.
Figure 1 also showcases the firm performance determinants typically
discussed by several studies.

their workload.

When a family member is busy, other family members often volunteer to help them out to manage

Family members are flexible about switching responsibilities to make things easier for each other.
Family members are willing to help each other complete jobs and meet deadlines.

FAMILY MEMBER RECIPROCITY

FAMILY FIRM
PERFORMANCE

Growth in sales, in market share, in employees, in profitability,
Return on equity, on total assets - Profit margin on sales - Ability to
fund growth from orofits

Figure 1: Family influence and family firm performance.
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Research Methodology

For study purposes, data collection was carried out using the self-
structured questionnaire. During the research, between the period of
April-September 2018, a total of 289 surveys were communicated to
family firms. The communication data was sourced from the Saudi
Chamber of Commerce and Industry. In order to initiate the data
collection process, the firms’ CEOs were contacted through phone to
share the study purpose, following which, their email IDs were compiled
for soliciting their participation and registering as study participants/
volunteers. The questionnaire was translated from English to Arabic
by two bilingual (Arabic and English) Arabian lecturers because the
survey was administered in Saudi Arabia. This double-translation
exercise served multiple purposes: (i) accurate translation, (ii) prevent
confusion or misinterpretation, (iii) sufficient representation of
English questionnaire in the Arabic version. A five-member academic
panel of management experts from Saudi universities was approached
for ensuring the face validity of the questionnaire and correspondingly,
necessary modifications were made in accordance with their valuable
recommendations. Of the total 289 surveys, 136 questionnaires
were returned, thus indicating a 48.6% response rate. For potential
non-response biases were performed. Between the early and late
respondents, no statistical differences were observed. Prior to the main
survey, a pilot survey was executed which revealed a 0.001 level of
significance. Seers [28] scale on teamwork was adapted to measure the
variables related to family member reciprocity. A five point Likert scale
was used to focus on the quality of exchange among family members
ranging from strongly disagree to strongly agree.

A subjective self-reported assessment was used to measure
firm performance [40]. The survey questionnaire contained eight
performance-related questions, which were related to growth in market
share, sales, and funds from profits. Each question in accordance with
the Likert scale had the choice of ‘much worse,” ‘about the same,” and
‘much better’. The results were aggregated to create a performance score,
and the higher values were attributed to indicate better performance
[41]. SPSS version 18 (SPSS Inc., Illinois, USA) was used to conduct
all statistical analysis and the significance level was set at p<0.000 level.

Results

The analysis results in context with the firm characteristics are
collated and presented in (Table 1) which shows that 6 out of 136 firms
demonstrate that >41 family members are involved in the enterprise
ownership or business control is within the family. Moreover, in the
study sample, as the majority of establishments were started in around
1970, the first generation is still a part of the management.

Firm Characteristics Data Range Proportion from total
sample
Number of Family <5 85
Members
Between 6 and 20 34
Between 21 and 40 1
>41 6
Year of Establishment <1970 73
Between 1971 and 2000 45
>2001 18
Generation st 104
2nd 29
3 3

Table 1: Firm characteristics.

In order to define the association between family member
reciprocity and the family firm performance, Pearson’s correlation
coefficient analysis was used. The analysis inferred a significant
link between the family member reciprocity and the family firm
performance (Pearson’s correlation coefficient; r=0.697, p<0.001). The
results are presented in (Table 2).

Further in the study analysis, a linear regression analysis technique
was used to test our main effects H1, that is, to examine the effect of
family member reciprocity on the performance of the family businesses.
As presented in (Table 3) the results show a positive effect of family
member reciprocity on family firm performance (=0.679, p<0.01). A
significant change in R” was observed. The robustness of the main effect
H1 is evidenced through the analysis of variance of the fitted regression
equation, which was computed at a significant F value of 798.825.
Because the p-value is less than 0.001, there is a statistically significant
relationship between the variables, at a 62.7 percent confidence level.

Discussion

Clearly, the analysis presents a positive and significant relationship
between family member reciprocity with family firm performance. The
main effect H1 was clearly substantiated, thereby indicating a proven
impact of family influence on family firm performance. This was
found to be attributed to the key role, participation, and involvement
of ownership or heir in the day-to-day activities. Also, the exchange
between the family members towards family firm success and survival
emerged as positive determinants of performance measures [12,16,42].

It was also seen that unique opportunities and challenges were
evident in family firms due to the specific characteristics of a family
business [16,43]. Also, legacy systems transferred from one generation
to another gain traction, and serve as a source of socio-emotional
wealth through unique training and duties from parents [16]. It was
also seen that firm survival prospects increase in family firms [44]. Also,
a constant flow of dividends is facilitated through family members who
show keen participation and interest in firm management [42,45].

However, studies have also demonstrated a marginal association
between family member reciprocity and family firm performance [16].
Also, the intersect was shown to yield negative effects due to family

Correlations

Family member Family firms

reciprocity performance
Family member | Pearson correlation 1 1
reciprocity p-value (two-tailed)
n 136
Family firms Pearson correlation 0.697 ***
performance  p_yajye (two-tailed) 0.001

n 136 136
*** Correlation was considered significant at the 0.001 level (two-tailed)

Table 2: Pearson’s Correlation between study variables.

Independent variable Standardized t-value p-value
(Family member coefficients
reciprocity)
Beta 26.764 0.000***
0.679***
Model
R? 0.627
F 798.825
Sig. 0.000

N=136; p<0.10; *p<0.05;**p <0.01;***p<0.001

Table 3: Regression Analysis of family member reciprocity on the performance of
the family businesses
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conflicts, lacking the ability to profit share or support next-generation
[12]. Irrespective, family member reciprocity has been propounded
by Minichilli et al. [46] as an essential attribute of a family business,
though they also highlighted higher complexity due to the participation
of increasing family members in family businesses. “The situation
becomes difficult, when a strong and successful leader disappears and
an ill-prepared next generation comes into role [12].

In a company, family member reciprocity as an essential factor
in management and thus this aspect should be accorded sufficient
focus. The business can, in fact, benefit from individual strengths and
weaknesses of each family member [12]. Issues in family firms result
from a disassociation between generations regarding future planning
amongst the old and the new generations or when the business
transactions are not open and transparent.

As such, the study analysis can be beneficial for the business
owners in towards gaining an understanding of factors that can
drive improvement in family firm performance. In addition, this
paper augments the literature available in entrepreneurship research.
In combination, previous and current research shows that in
understanding corporate entrepreneurship, the family constitutes an
essential component [12,16].

Conclusion

It is also essential to take into consideration, a limitation that false
information could have been provided by the study participants in
fear of being judged, thus affecting data analysis. Moreover, variables
in addition to the ones investigated in this study can be explored
forthcoming studies to gain an in-depth understanding of drivers of
family firms’ performance. In future studies, as such, to extend this
study variable other predictors can be considered. More research
can be conducted focusing on this intersect between family member
reciprocity and family firms’ performance in different geographical
areas.
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