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Abstract
Having started to develop since the second half of twentieth century, Family businesses make up approximately
%50 in the world, %90 in Turkey of all businesses. For that reason, presenting a good economic performance and
ensuring sustainability of Family businesses plays a critical role for the whole world economies. Yet, the rate of
taking-over the business from the founder of these businesses to the next generation gradually decreases. When
the literature review, a lot of important reasons appears to be about this situation, like having more system
compared to normal businesses. In the study, how the systems of Family businesses (family, business and
management) effects the performance of the business through Stakeholders Salience Model (power, legitimacy
and urgency) and which system will improve this performance best, is researched. Studying how the impact,
salience and stakes of each system will affect economic performance of the business separately would fill that gap
in the literature. In this research, in 12 provinces which consist of %71 of Family businesses in Turkey (Istanbul,
Ankara, Bursa, Izmir, Konya, Gaziantep, Denizli, Kocaeli, Adana, Tekirdag, Kayseri and Mersin), data from 308
businesses that are large-sized in terms of the number of workers they employ, are analyzed with Structural
Equation Model. In the study, two main and six sub hypothesis are analyzed and all of are accepted. Consequently,
a positive relationship between salience and stake of each of main stakeholder group and business performance
has been determined.
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Oz

Yirminci ylizyilin ikinci yarisindan itibaren gelismeye baglayan aile isletmeleri, tiim sirketlerinin Diinya’da
ortalama % 50’sini, Tirkiye’de ise ortalama 95’ini olusturmaktadir. Bu sebeple, aile isletmelerinin iyi bir
ekonomik performans sergilemesi ve siirdiiriilebilirliginin saglanmasi tim diinya ekonomileri i¢in kritik bir rol
oynamaktadir. Ancak, bu isletmelerin kurucusundan itibaren gelecek nesillere devredilme oranlar gittikce
diismektedir. Literatiir incelendiginde, aile isletmelerinin diger isletmelere gore daha fazla sistem sahip oldugu
gibi konuyla ilgili birgok neden oldugu gorillmektedir. Caligmada, aile isletmeleri sistemlerinin (aile, isletme ve
yonetim), Paydaslarm Onceligi Modeli (gii¢, mesruiyet ve dncelik) araciligiyla isletmenin performansini nasil
etkiledigi ve hangi sistemin bu performansi eniyileyecegi arastirilmigtir. Her bir sistemin etkisinin, dnceliginin ve
¢ikarlarinin igletmenin ekonomik performansini nasil etkilediginin ayr1 ayri arastirilmasi, literatiirdeki bu boslugu
dolduracaktir. Aragtirma, Tiirkiye’de bulunan aile isletmelerinin %71’ini kapsayan 12 ilde (Istanbul, Ankara,
Bursa, [zmir, Konya, Gaziantep, Denizli, Kocaeli, Adana, Tekirdag, Kayseri ve Mersin), ¢alistirdig1 is¢i sayist
acisindan biiyiik 6lgekli 308 isletme iizerinde gerceklestirilmis ve elde edilen veriler, Yapisal Esitlik Modeli
araciligiyla analiz edilmistir.
Anahtar Kelimeler: Aile Isletmeleri, Paydas Teorisi, Isletme Performansi

Introduction

Family businesses make up a huge part of the economy in the world. In this context,
presenting successful economic performance and providing sustainability of Family businesses
is important for all national economies. However, business performance of Family businesses
from the point they are established and thereby decrease on the rate of succession to the next
generation is an undeniable fact. When the literature is examined, it is seen that there are several
factors that have effect on this decrease. In addition to this, Family businesses consist of many
more stakeholder groups than normal businesses. So, this requires the determination of stakes
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and developing various and different strategies against the conflicts that may occur. Especially,
because all stakeholder groups have their own stakes, some approaches may remain superficial
on the analysis of family businesses that involves many stakeholders.

Family Owned-Businesses

There is not any universal consensus on the subject of the meaning of family businesses
concept. When the literature about the concept is examined, it is possible to find different
definitions concentrating on different points. According to Mustakallio (2002, p.27), definitions
in literature came under six titles. These are; ownership, management, passing between
generations, family’s aim to continue as family businesses, purposes of family and interaction
between business and family.

In this context, Family businesses can be defined as businesses in which, a huge part of
ownership and management positions belong to family members, aiming the economic
sustenance of family of business for generations, a subsystem in system (stakeholder group)
being more primary and effective compared to subsystems.

Stakeholder Concept and Stakeholder Theory

The concept of stakeholder was first used by E. Merrick Dodd in 1932. Dodd, as the
result of his studies accompanied with the managers of General Electric Business, he stated that
stakeholder groups are; shareholders, workers, customers and society. And in 1950s, CEO of
Sears, Robert E. Wood categorized the stakeholder groups composed by Dodd according to
order of importance in terms of businesses. This categorization was conducted as; customers,
workers, society and shareholders (Preston and Sapienza, 1990, p.362). Concept was brought
in to management literature in consequence of the studies conducted at Stanford Research
Institute (SRI) in 1963 (Elias and Cavana, 2000, p.2) and were defined as “the groups, who
would not be able to maintain their presence without the supports of businesses” (Mitchell et.
al., 1997, p.858). Besides as a result of these studies, it is mentioned that managers, to reach
business goals, which will be supported by stakeholders, have to understand well the requests
and needs of shareholders, workers, customers, suppliers, banks and society. Because support
of stakeholders to goals of businesses is accepted as the key to long-term success and
sustainability and as a result, the relations of businesses and stakeholders are an important
research field (Freeman and Mcvea, 2001, p.3).

When literature is reviewed, as some of the studies conducted on categorization of
stakeholders handle them with a wide diversification as government, political groups,
shareholders, financial institutions, activist (agitator) groups, consumers, groups defending
consumer rights, unions, workers, trade associations, competitors and suppliers, some
categorize it as classified customers, society, shareholders, government and workers. Most
important studies were conducted by Freeman (1984), Lerner and Fryxell (1994), Morgan and
Hunt (1994) and Droge and his colleagues (1990).

When categorization of stakeholders in terms of Family businesses is examined, it is
seen that Family businesses differs from other businesses, especially in terms of internal
stakeholders. The reason for this is the effect of family dynamics over the business. In terms of
internal stakeholders, Family businesses show variety according to the roles that family member
or non-family member people play. In Family businesses, as the roles played by family
members are entrepreneur, successor and relatives, the roles played by non-family members are
professional managers and partners (Kurt, 2009, p.68; Karpuzoglu, 2000, p.23).

Stakeholder theory was suggested as an offer for strategic management of businesses by
Freeman (1984) at the end of 20th century. In Freeman’s study named “Strategic Management:
A Stakeholder Approach”, which is accepted as the beginning of the concept of stakeholder
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theory, how stakeholders have similar stakes and rights from the same group is explained, also
the relation between business and its external environment, and behaviors of business within
this environment is mentioned. Thorough the time, the theory provided a deep source thanks to
the contributions of Clarkson (1994 and 1995), Donaldson and Preston (1995), Mitchell and
colleagues (1997), Rowley (1997) and Frooman (1999) and gained more importance by
progressing accordingly. From the first strategic perspective of the theory to now, various
marketing based businesses adapted to run the theory as a management tool and developed it
(Donaldson and Preston, 1995, p.65; Mainardes et. al., 2011, p.226; Rowley, 1997, p.887).
Today the approach is used by many businesses with purpose of ensuring better financial
success and locating what are the stakes of stakeholders to improve the relation of business with
its community (Chevalier, 2001, p.1). Besides the theory, which was thought as a strategic
management tool at first (Freeman, 1984), in the following years, also showed development as
a theory about work ethics (Philips, 2003).

According to the theory, managers support all the processes and formulas, which satisfy
all, benefit groups or all business actors. In other words, theory lets management to integrate
solutions within the theory to the forecasts within strategic plan. The most important task in this
process is integration of shareholders, workers, customers, suppliers, communities and other
groups’ stakes to each other and achieving long-term business success somehow. Besides the
stakeholder theory emphasize the stakes, relations and business circle shared to be active on
management (Freeman and Mcvea, 2001, p.10). Briefly, the theory identifies the expectations
of stakeholders, experience and effects about the business, evaluation of observed results and
activities of stakeholders about the business (Polonsky 1996, p.212; Post et. al. 2002, p.8;
Neville, 2005, p.1187).

Stakeholder theory is developed to examine, analyze and realize the characteristic
features of individuals or groups, who effect or are affected by the activities of the business.
According to these the steps that theory should take (Clarkson, 1995, p.100, Donaldson and
Preston, 1995, p.66; Rowley, 1997, p.887; Scott and Lane, 2000, p.44).

1) Identification of stakeholders
2) Explication of development process, stakes, needs and salience about stakeholders
3) Positioning of whole process’ relational structure around the business’s own stakes.
Research Title
Purpose and Method of Research
In this context, the main questions while forming the conceptual model of the research,

1) Who are the stakeholder groups, who are the real right owner within Family
businesses?

2) What are the stakes and saliencies given to these groups?
3) How do these privileges affect the economic performance of the business?

In a business with these studies mentioned in literature, main stakeholder groups of
Family businesses; it is specified as family members representing the family, shareholders
representing the property and business managers representing management.

After determination of main stakeholder groups, (the second question) “privileges given
to main stakeholder groups” is tried to be specified. The most general accepted study in
literature to these privileges is “Stakeholder Salience” model conducted by Mitchell et. al.

(1997).
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According to Stakeholder Salience Theory, power, legitimacy and urgency are the
criteria that stakeholders want to have. Power is can affect or is affected by the achievement of
the organization’s objectives (Freeman, 1984, p.46). Urgency is as the degree to which
stakeholder claims call for immediate attention and legitimacy is desirable social good, that it
is something larger and more shared than a mere self-perception, and that it may be defined and
negotiated differently at various levels of social organization (Mitchell et. al., 1997, s. 867).
The degree of having these criteria increases or decreases stakes and saliencies of stakeholder
within the business. In other words, For Agle et al. (1999), Stakeholder Salience Theory is
defined as “the degree to which managers give priority to competing stakeholder claims”. Thus,
stakeholder salience is positively related to the cumulative number of the stakeholder attributes
present. For example, when a stakeholder possesses all three of the attributes, a manager is
more likely to give high priority to meeting that stakeholder’s demands when making decisions.
As the number of attributes decrease, the priority of the claims also decreases (Ring, 2011,
p.31). In this study, concept of “Stakes” is used instead of Power and concept of “Saliencies”
is used instead of Urgency. Legitimacy states the validity of any stakeholder within the business
and privileges related to this. The privilege of legitimacy is not used as a criterion in this
research, because participants in this research can be chosen in legitimate family members.

The third question of our study, to scale the effect of stakes and saliencies belonging to
stakeholders, to the business’s performance sustainability, the methods, which were used by
Mitchell et. al. (1997, p.8), Ring (2011, p.58) and Erdirencgelebi (2013) is used. As Erdirencgelebi
was developing this scale, he benefited from the scale used by Chua et. al. (1999), Ates (2001),
Sonfield and Lussier (2004), Ozuysal (2006), i¢in (2008) and Mustakallio (2002).

In this context, the main purpose of this study; is to reveal whether or not the saliencies
and stakes of (based upon stakeholder salience model) main stakeholder groups within Family
businesses (family members, stakeholders and managers) has effect on economic performance
of the business (qualitative or quantitative).

Research Sample

As the extent and size of the sample of the study is determined, “81 Province Industry
Report” data issued in December 2013 by Ministry of Science, Industry and Technology is
used. As the sample extent of the study is specified, 12 provinces out of 81 provinces were
chosen (Istanbul, Bursa, Ankara, izmir, Konya, Gaziantep, Denizli, Kocaeli, Adana, Tekirdag,
Kayseri, and Mersin). The reason why these 12 regions were chosen is that total business
number in these provinces forms %71 of businesses in our country. When the purpose and
hypothesis of the study is taken notice, the opinion of necessity to conduct that research on
businesses, which has high level of institutionalism and in this context including large-sized
businesses to the study was seen appropriate. Thereby, the size of the study was determined as
1.074 large-sized businesses located in 12 provinces. Among these businesses, the criteria
required for determining businesses relevant to the purpose of the study;

a) Having at least 251 workers, one of the criteria of business size scale,

b) Having at least two people, who has kindred ship or same surname at senior
management board of business, to be surveyed,

¢) Family members in business management should have at least total %51 share.

The “a” article on the list was prepared for businesses’ size scale; “b” and “c” article
was prepared for businesses to be evaluated as Family businesses. While the list was prepared,
for article “a”, data from Provincial Directorate of Industry and Provincial Chambers of
Commerce and “2013, 500 Large Industrial Enterprise of Turkey” issued by Istanbul Industry
Chamber was used. For article “b” and “c”, “Information Services” in business’s website and
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information in various websites was used. During the preparation of the list, for Istanbul
province mentioned and 465 business matching with article “a” fell short when evaluated by
article “b” and “c”. In other words, it is located that most of that 465 large-sized businesses
operating in Istanbul lost their feature of being a family businesses. In this context, only in this
province, medium-sized businesses were also included to extent of the study. As a result, 510
large and medium-sized Family businesses, which are operating in 12 provinces and fit to all
criteria, were included. Therefore, the extent of the study was revised as 510 businesses.
According to that located extent, the size of the sample was calculated as 289 at %99
meaningfulness level according to %5 acceptable error ratio. When inappropriate surveys are
eliminated, it is seen that only 308 of 510 businesses was contacted. This equals to %56, 6 of
participation rate.

In the study survey method, which is a primal data gathering method, was preferred and
for the surveys to be completed a business being expert on data gathering was hired and business
collected all data according to face-to-face meeting principal. Survey form was prepared
according to Likert’s five point scale (1=Strongly Disagree, 5=Strongly Agree).Survey
questions consist of scales and questions taken exactly or extensionally (reliability and validity
proved) from present literature studies. In this context, the survey questions consist of; aimed
at scaling the quantitative and qualitative economic performance of family businesses, 8
propositions used by Ring (2011) and Erdirencelebi (2013), aimed at scaling sustainability of
Family businesses, 13 propositions composed of 3 major topics (independent board of directors,
Succession Plan and labor management) used by Erdirengelebi (2011), and aimed at scaling
salience and stakes of family businesses stakeholders, 27 (12+15) propositions composed of 3
major topics (family members, shareholder and managers) used by Ring (2011) (1= Strongly
Disagree, 5=Strongly Agree).

Research Findings

Family businesses, participated in research, operating in 20 different sector, and the
most participation of first three sectors are in order, %35, 06 (106) Textile, %12, 66 (39) Food
and %6, 49 (20) Machine and Equipment Industries. The least participation came from
Consultancy and Tourism with % 0, 65(2) rate.

When the participant businesses are examined by province, the most participation
consist of businesses operating, in order, in Istanbul %49, 03 (151), Bursa %9, 09 (28) and
Kocaeli % 7, 47 (23), and the least participation came from Mersin %0, 97 (3).

According to their legal structure, %93, 18 (287) of them are Incorporated Business, %6, 82
(21) of them are Limited Business. Average operation period of the businesses participated in
the research is 30 years.

According to their operation period, the most participation came from “31-50 years”
with %45, 45 (140) and the least from “1-10 years” with % 3, 57(11).

According to size scale, % 88 (272) of participant businesses, as to number of workers,
to 251 and more workers and as to annual turnover, having 40 Million TL and over revenue,
are large-sized businesses. And %12 of them is medium-sized businesses with 151-250 workers
and 8-39 Million TL annual revenue. Furthermore, according to “Turkey’s First and Second
500 Large Industry Enterprises” report dated 2013 of Istanbul Chamber of Industry, % 23,05
(71) of businesses participated to the research are in “Turkey’s First 500 Large Industry
Enterprises”, % 22,73 (70) of businesses are in “Turkey’s Second 500 Large Industry
Enterprises”.

When the stock share rate of businesses participated in research, %82 (252) of them are
among “%76-100" and %18 (56) of them are among “%51-75”.




1496 GAUN JSS

Research Hypotheses

H1: Saliencies of stakeholder groups within Family businesses have positive effect on
economic performance of the business.

H1a: There is a positive relationship between saliencies of stakeholders within family
businesses and business performance.

H1b: There is a positive relationship between saliencies of family members within
family businesses and business performance

Hi1c: There is a positive relationship between saliencies of managers within family
businesses and business performance.

H2: Stakes of stakeholder groups within Family businesses have positive effect on
economic performance of the business.

H2a: There is a positive relationship between stakes of stakeholders within family
businesses and business performance.

H2b: There is a positive relationship between stakes of family members within family
businesses and business performance.

H2c: There is a positive relationship between stakes of managers within family
businesses and business performance

Research Analysis

In the research, firstly reliability analysis and Exploratory Factor Analysis methods are
used. Later on, Confirmatory Factor analysis was used to verify Exploratory Factor Analysis,
Correlation analysis was used to test sub-hypothesis, Structural Equation Analysis was used to
test main hypothesis and to establish model.

Reliability and exploratory factor analysis

In exploratory factor analysis, in order to find most appropriate analysis, the criteria of
factors having over 1 eigenvalue and the criteria of factor loads being over 0, 50 rates are
stipulated. Additionally, it was taken notice that in the case that eigenvalue is over 1, in the case
of factor amount being unable to explain 2/3 of total variance, 2/3 of total variance amount of
stated variance ratio to be factor amount. As analysis was made, factor amount that each
variable is connected was expected to be high, factors, which were below 0,50 was excluded
from the analysis. In addition to this, each variable were expected to have high load value at
one factor and low load value at other factor and variables that have below 0,40 rate difference
between both values were excluded from scale. Exploratory Factor Analysis results about all
scales are shown at Table 1.

Table 1: The exploratory factor analysis of the surveying model

The Business Performance
Size Material | Factor Load | Variance | Cronbach's Alpha | Eigenvalue
q9 0,71
o ql0 0,91
Qualitative qi1 0.81 43,35 0,848 3,08
ql2 0,65
q13 0,75
Quantitative ql4 0,8 27,55 0,785 2,2
q15 0,68
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n=7; KMO= 0,86; Barlett Sph. Chi-Square = 979,262; Total Variance= %70,90; Cronbach's Alpha: 0,87;
Factor Loadings > 0,50.

Stakeholder Salience

Size Material | Factor Load | Variance | Cronbach's Alpha | Eigenvalue

q30 0,69

Stakeholder Salience 932 0,70 29,02 0,78 2,14
g33 0,75
g34 0,74

Family Salience 936 0,88 30,15 0,8 2,29
q37 0,67
. 038 0,59

Manager Salience a1 061 20,4 0,7 1,2

n=8; KMO= 0,87; Barlett Sph. Chi-Square = 1023,251; Total Variance= %79,57; Cronbach's Alpha: 0,87;
Factor Loadings > 0,50.

Stakeholder Stake

Size Material | Factor Load | Variance | Cronbach's Alpha | Eigenvalue

q42 0,87
g43 0,90

Stakeholder Stake qdd 0.84 27,13 0,93 4,22
g45 0,86
q47 0,8
. q48 0,77

Family Stake 450 0.89 28,45 0,89 3,28
g51 0,82
g52 0,73

Manager Stake 953 0,84 24,64 0,85 2,42
q54 0,85

n=12; KMO=0,92; Barlett Sph. Chi-Square = 3075,998; Total Variance= %90,22; Cronbach's Alpha: 0,94;
Factor Loadings > 0,50.

In order to make factor analysis of the scales, KMO, Barlett and reliability values is
required to go up over critical points. In this context for every scale, factor analysis was made
and to increase independence and expressiveness level in analysis, values, whose factor loads
remain below 0,50, was eliminated using varimax axis rotation technique. Furthermore, it was
confirmed that eigenvalue of all scales are over 1.

The general reliability of “Business Performance” scale was discovered to be 0,87, in
results of KMO and Barlett analysis, it was confirmed that KMO value is 0,86 and Barlett value
is below 0,05, and it is seen that execution of factor analysis is possible. One article, which did
not provide the scale (Article 16), was excluded from the scale. As a result of factor analysis,
two factors which with % 70,90 total variance occurred. “Saliencies of Stakeholders”, as
mentioned in the main purpose of the research, was formed by organizing separate factors for
each of main stakeholder groups within Family businesses. In this context, factors, which
became the content of the research, was specified as “Saliencies of Stakeholders”, “Saliencies
of Family Members” and “Saliencies of Managers”. When examined “Saliencies of
Stakeholders” scale, it is seen that factors provide required conditions to be able to make factor
analysis of scale. In other words, KMO (0, 87), Barlett (p< 0, 05) and general reliability (0, 87)
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values are over the desired values to continue analyzing. Four articles staying below critical
value at stakeholder salience scale (Article 31, 35, 39, 40) was excluded from scale and was not
subjected to evaluation. As a result of factor analysis, total variance of each three scale was
calculated as % 79, 57. The process of forming “Stakes of Stakeholders” scale includes
similarities with the process of forming “Saliencies of Stakeholders”. In this context, it is seen
that KMO (0, 92), Barlett (p < 0,005) and general reliability (0, 94) values are at required level
to make factor analysis. In this scale, varimax rotation technique is used and (the ones, whose
factor loads remained under 0, 50) four articles (Article 46, 49, 55 and 56) was excluded from
the scale. As a result of factor analysis executed, total variance rate of each three factor is %80,
22.

Confirmatory factor analysis

In this part of the research, primarily for literature evaluation and to confirm the
correctness of factors obtained with exploratory factor analysis, first and second level
confirmatory factor analysis was executed. In this context, factor structures were transferred to
AMOS 16 package program. Afterwards via program, it was stated that modification index is
required for some factors, whose fault variances are over 1,00 and standard regression weights
value is below0,50, and it is confirmed that they have to be excluded from the scale. However,
the values were reviewed later on and it was realized that they are important for the model and
could be valid as conceptual. First level confirmatory factor analysis findings about observed
flexible of factors forming ‘“Business Performance”, ‘“Stakeholders Salience” and
“Stakeholders Stake” scales in Table 2, is shown.

Table 2: The first level confirmatory factor analysis of the surveying model

Sub factor Material | Standard Regression ¢ p Variance | C.Alpha
No Gap Values
8 q9 0,71 - <0,001
g o q10 0,91 13,07 | <0,001
S Qualitative 43,35 0,848
€ qll 0,81 11,03 <0,001
[5)
a q12 0,65 10,46 <0,001
g q13 0,75 : <0,001
é ql4 0,80 8,7 <0,001
|_E'_:’ Quantitative q15 0,68 7.9 <0,001 27,55 0,785
923 0,65 12,33 <0,001
q24 0,68 13,1 <0,001
q30 0,69 - <0,001
8 Stakeholder 432 0,70 9,67 | <0,001 | 29,02 0,78
e Salience
R 933 0,75 8,59 <0,001
©
© q34 0,74 - <0,001
[<5)
% Family Salience q36 0,88 13,84 <0,001 30,15 0,80
N
e q37 0,67 11,85 <0,001
©
n 38 0,59 - <0,001
Manager a 20,40 0,70
Salience q41 0,61 8,75 <0,001
= q42 0,88 - <0,001
S e 43 0,01 2314 | <0,001
% TE Stakeholder q 2713 0,93
<o Stake q44 0,85 20,03 | <0,001
& q45 0,83 19,14 | <0,001
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q47 0,82 - <0,001
. q48 0,79 15,65 <0,001
Family Stake 28,45 0,89
g50 0,82 16,51 <0,001
g51 0,61 11,1 <0,001
g52 0,87 - <0,001
Manager Stake g53 0,83 18,31 <0,001 24,64 0,85
q54 0,78 16,2 <0,001

After each scale’s connection with sub-flexible was observed via first level confirmatory
factor analysis, second level confirmatory factor analysis, which observes all scales together,
was used. At this stage, the value of 0, 50 were considered as standard forecast value lower
limit. Second level confirmatory factor analysis results about model are in Table 3. Standard
load value belonging to each scale was given and value of 0, 50 was considered as lower limit.
As a result, it was founded that all scales are over the value of 0, 50 and thus all scales are
compatible and meaningful as statistically.

Table 3: The second level confirmatory factor analysis of the surveying model

Sub factor Standard Regression p
Gap Values
@ £ 5§ Qualitative Performance 0,83 <0,001
> $ a R .
Fa ®a Quantitative Performance 0,85 < 0,001
S § Stakeholder Salience 0,82 < 0,001
j .
% KT Family Salience 0,92 < 0,001
o Manager Salience 0,94 < 0,001
S o Stakeholder Stake 0,7 < 0,001
j .
2s% Family Stake 0,98 < 0,001
H 7 Manager Stake 1,03 < 0,001

In Table 4, standard forecast values (factor loads), t values, reliability values and
standard error value of all flexible in scale model is shown. At this stage, variance lowest limit
needs to be 0, 50 and structure reliability needs to be 0, 70. As a result, since the model goodness
of fit value was in use, later, structural part, which is the second stage of the structural equation
model, was used.

Table 4: The extents taking place in the surveying model

Material The The
Sub factor No Standard | Standard t V.E. A
) Estimates Faults
g q9 0,88 - -
§ L ql0 0,82 0,052 17,301
= Qualitative 59 0,85
8 gqll 0,66 0,048 12,459
§ gl2 0,78 0,059 14,742
= q13 0,7 - -
é ql4 0,74 0,105 11,182
= Quantitative q15 0,78 0,104 10,524 | 55 0,79
g23 0,74 0,107 11,084
q24 0,83 0,113 12,09
z g q30 0,78 - -
E) b § Stakeholder Salience g32 0,71 0,073 12,688 | 58 0,8
g & 433 0,8 0,084 | 11,149
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q34 0,74 - -
Family Salience q36 0,82 0,106 10,948 | 61 0,76
q37 0,85 0,105 10,851
. q38 0,73 - -
Manager Salience 80 0,7
g4l 0,75 0,12 10,256
q42 0,88 - -
Stakeholder Stake q43 091 0045 23,187 75 0,92
g44 0,85 0,047 20,083
X q45 0,84 0,048 | 19,341
Z q47 0,74 - -
[<5]
E Family Stake q48 0.82 009 | 14325 | g6 0,88
S g50 0,85 0,086 15,074
8 51 0,82 0,08 14,5
52 0,79 - -
Manager Stake g53 0,78 0,068 14,933 | 80 0,76
954 0,77 0,076 17,252

In Table 5, fit indices of all scales within the research are shown. Apart from GFI and
AGFI fit indices, model fit indices are at good and excellent level. As subject indices were at
acceptable level, the analysis was continued. Thus, Sharma (2005) criticized that GFI and AGFI
fit indices are so sensitive against sample number and model disordinance and stated that these
indices lost their importance (as cited in Hooper et. al, 2008, p.54).

Table 5: The goodness of fit results of the surveying model

. I Breakpoints to Goodness of
Compliance Index Criteria Accept Fit Results The Result
] 1,99 .
# ldf <2= perfect fit df=411 Perfect fit
>0,85= Acceptable
GFI 0 (does not fit) | compliance 085 Acceptable
1(perfect fit) | >0,90= good fit ' compliance
>0,95= perfect fit
>0,80= Acceptable
0 (does not fit) | compliance Acceptable
AGFI 1(perfect fit) | >0,90= good fit 0,82 compliance
>0,95= perfect fit
0 (does not fit) |>0,90= good fit .
CF 1(perfect fit) | >0,95= perfect fit 0,93 Good fit
<0.05= perfect fit
<0,06= good fit
0 (does not fit) | <0,07= good fit .
RMSEA 1(perfect fit) | <0,08= good fit 0,05 Perfect fit
<0,10= poor
compliance
0 (does not fit) |>0,90= good fit .
NNFI 1(perfect fit) | >0,95= perfect fit 0,92 Good fit

Correlation analysis

In the research, Pearson Correlation Analysis was used to examine the connection of
benefit and saliencies of each stakeholder group to economic performance of the business, and
analysis results done with one-tailed test was shown according to each scale. Additionally, sub-
hypothesis of the study was tested through related tables.
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Correlation analysis results of the relationship between saliencies and stakes of main
stakeholder groups within Family businesses (stakeholders, family members and managers) and
business performance, was showed in order at Table 7.

Table 7: The correlation analysis results for stakeholder salience and stake

Stakeholder Family Manager | THE BUSINESS
STAKEHOLDER SALIENCE Salience Salience Salience | PERFORMANCE
. r 1 0,695 0,586 0,46
Stakeholder Salience 0 : <0.001 <0.001 <0.001
Familv Salience r 0,695 1 0,512 0,503
y D <0,001 - <0,001 <0,001
Manager Salience r 0,586 0,512 1 0,493
g D <0,001 <0,001 - <0,001
r 0,46 0,503 0,493 1
THE BUSINESS PERFORMANCE o <0001 <0001 <0001 N
Stakeholder Family Manager | THE BUSINESS
STAKEHOLDER STAKE Stake Stake Stake PERFORMANCE
r 1 0,59 0,267 0,415
kehol ki - - -
Stakeholder Stake 0 : <0,001 <0001 <0,001
Familv Stak r 0,59 1 0,378 0,482
mi
amily stake D <0,001 - <0,001 <0,001
r 0,267 0,378 1 0,265
M K , ) )
anager Stake 0 <0,001 <0,001 - <0,001
r 0,415 0,482 0,265 1
THE BUSINESS PERFORMANCE - - -
uS SS © c p < 0,001 < 0,001 < 0,001 -

As seen on values given at Table 7, it is found that there is a positive relationship
between “Saliencies of Stakeholders (r = 0,46; p < 0,001), Family members (r = 0,503; p <
0,001) and Managers (r = 0,493; p < 0,001)” with “Performance of the Business” and these
results support Hla, H1lb, Hlc hypothesis. As a result, it can be said that there is a
mathematically positive and meaningful relationship between saliencies belonging to main
stakeholder groups (stakeholders, family members and managers) with performance of the
business.

When the relationship between “Stake of Stakeholders” (stakeholders, r = 0,415; p <
0,001; family members, r = 0,482; p < 0,001; managers, r = 0,265; p <0,001), “Performance of
the Business” scales is examined, that there is a mathematically meaningful and positive
relationship again is shown at Table 7. Therefore, H2a, H2b, H2c, hypothesis are confirmed.
Consequently, when the research findings are evaluated, it can be stated that there is a positive
relationship between stakes of stakeholders, family members and managers with performance
of the business.

Structural equation analysis

Main purpose in the research model is to find the relationship between potential flexible
(scales).For this reason t values were reviewed at %5 meaningfulness. Path analysis obtained
as a result of analysis done was shown at Figure 1, evaluation of hypothesis related with model
was shown at Table 8.

Table 8: The hypotheses results in the context of research model

Hypotheses The Estimation SH T p Result

H1: Saliencies of stakeholder groups within 0,54 0,116 | 4,67 | <0,001 | Approved
Family businesses have positive effect on
economic performance of the business.
H2: Stakes of stakeholder groups within 0,17 0,046 | 3,48 | <0,001 | Approved
Family businesses have positive effect on
economic performance of the business.
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Figure 1: Results of structural equation analysis on the research conceptual model

The following abbreviations are used in Figure 1.

S.St: Stakeholder Stake, F.St.: Family Stake, M.St.: Manager Stake, I.M.B.: Independent (Management) Board,
p.P.: Sucession Plan. p.S.: Stakeholder Salience, F.S.: Family Salience, M.S.: Manager Salience, QI.P.: Qualitative
Performance, Qn.P.: Quantitative Performance.

As can be seen at Table 8, Hypothesis 1 as “Saliencies of stakeholder groups within the
family-owned companies have positive effect on economic performance of the business” is
accepted. As mentioned before (Table 7), Hla (there is a positive relationship between the
saliencies of stakeholders and economic performance of the business) was confirmed as sub-
hypothesis of H1b (there is a positive relationship between the saliencies of family members
and economic performance of the business), and H1c (there is a positive relationship between
saliencies of managers and economic performance of the business).

In addition to this, “Stakes of stakeholder groups within Family businesses have positive
effect on economic performance of the business” was confirmed at Hypothesis 2 as a result of
SEM analysis (Table 8). Besides correlation analysis results executed (Table 7), also supports
sub-hypothesis formed as “there is a positive relationship between stakes of stakeholders and
economic performance of the business (H2a)”, “there is a positive relationship between stakes
of family members and economic performance of the business(H2b) and “there is a positive
relationship between stakes of managers and economic performance of the business(H2c)”.
Summarizing these studies showing similarities and differences about these results (H1, H2 and
sub-hypothesis) is possible in literature.
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According to Mitchell et. al. (1997) with Easley and Lenox (2006), satisfaction
stakeholders’ stakes and saliencies within the business, the power that stakeholder have,
depends on the number of legitimacy and urgency attributes. They have low if they have one,
medium if they have two, high urgency if they have three. According to Jones et. al. (2007), if
a stakeholder only has power attributes, he/she has medium degree importance, if both power
and urgency is high, and he/she has high degree importance. Yet, legitimacy does not have same
degree of contribution. After all, total number of criteria that a stakeholder has, would change
benefit and salience satisfaction rate of the stakeholder (Agle et. al, 1999). However,
stakeholders did not consist of one single whole. In terms of power, legitimacy and urgency,
they consist of more than single sub-group and each sub-group has specific stakes and saliencies
(Ryan and Schneider, 2003). In the research, main stakeholder groups, which stakeholders,
family members and managers compose, was focused on. In this context, when the result was
examined in terms of stakeholders, in the study of Ring (2011), which had active role on
creation of conceptual frame of the study, it was stated that in case of significance level of
salience sand stakes of stakeholders being high, economic performance of the business would
increase. Besides Davis and Taguiri (1989) with Mcgivern (1989) remarked that for Family
businesses to be successful, they need to satisfy the stakes and saliencies of stockholders. Cragg
and Greenbaum (2002) stated that businesses give more importance to stakes and saliencies of
especially stakeholders of stakeholder groups to reach their goals; moreover, managers
sometimes show unethical behaviors to fulfill personal goals of the stakeholders.

When it is evaluated in terms of family members, according to Ring (2011), in case the
stakes and saliencies of family members are high, performance of the business would increase.
Likewise, Tower et. al. (2007), Zachary (2011), Lee and Marshall (2013) and Basco (2014) also
stated that there is a strong connection between stakes and saliencies of family members and
economic performance of the family businesses and remarked that harmonization of saliencies
and goals of the business would have positive effect on performance of the business. According
to Cisneros et. al. (2012), as economic goals of the business is executed, ignoring stakes and
saliencies of family system might cause conflicts in the business. However, focusing only on
fulfilling the stakes and saliencies of family members might have negative effect on workers.
Sindhuja (2009) stated that in consequence of stakes and saliencies of family members within
Family businesses are at the forefront, they could not create values like normal businesses.
Similarly, Ayranci (2004) emphasized that there is a weak relationship between family system
and financial performance of the Family businesses. Birthistle and Fleming (2007) emphasized
that Family businesses are employment source for family members and especially that they are
under high effect of nepotism.

When evaluated in terms of managers, Ring (2011) stated that manager’s high saliencies
and stakes does not affect performance of the business. In addition to these, in satisfaction of
stakes and saliencies of stakeholders, relationship with stakeholders plays a critical role (Steurer
et. al., 2005). According to Rowley (1997), the more the intensity of communication between
stakeholder and business increases, the more pressure stakeholders give to business and the
more centralization increases, the more business’s resistance against stakeholder’s pressure
increases. Therefore, business and stakeholder choose the way of cooperation. If the
communication between stakeholder and the business is low but centralization is high, the
business adopts the role of commandership and controls the stakes of stakeholders. However,
if communication is high and centralization is low, business fulfills the stakes of stakeholder.
If both communication and centralization is low, business tries to evade the pressure of the
stakeholder.
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Consequently, satisfying stakes and saliencies of all stakeholder groups within Family
businesses would direct all the motivation of stakeholder groups to the goals of the business.
Therefore, this situation would have a positive effect on business performance.

Conclusion

When added-value they provide and economic weights they carry is considered, it is
seen that weights of Family businesses both in our country and in world economies constitute
vital point of nation economies. Thus, providing continuity of these businesses’ activities
growingly offers strategically importance for all nation economies. Especially, in an
environment where economic inconsistency is experienced in many nations and many
businesses could not provide their sustainability because of the risks, disappearance of Family
businesses owing to stakeholder benefit conflict within the business gives huge damages to our
nation and other nation economies. A family businesses management not providing stakeholder
balance and causing conflicts will lose stakeholders and workers over time because of conflicts
and also sustainability of the business will be in danger. In this context, as research findings
support, to maintain their sustainability, strategies, which would emerge the strong sides of
Family businesses to forefront, should be chosen, independent board of directors should be
formed, Succession Plan should be prepared, role complexity should be forbidden and
especially stakes and saliencies of all stakeholders should be determined. Execution of these
applications involves a hard and long process. In application of this process successfully,
professional support of experts plays a critical role. In inclusion of this support, independent
board of directors plays an active role. Because professional managers through independent
board of directors plays an active role in business management objectively. Thus, objective and
fair management would be provided in strategic decisions and distribution of resources for the
business. Consequently, as Schwartz and Barnes (1991) stated, existence of independent
professional managers in management is necessary for Family businesses wanting to be
successful. Because this manager can obtain professional objectivity to all incidents by minding
business stakes.

Surely, while executing economic purposes of the business, personal stakes of these
talented members within the family system should be satisfied. Otherwise, they might cause
conflict within the business. However as Cisneros et. al. (2012) stated focusing all the attention
on fulfilling the stakes and saliencies of family members might have negative effect on other
workers. Generally, in Family businesses, considering the stakes and saliencies of certain
stakeholder groups to achieve corporate success is a wrong approach. Present wealth should be
distributed with an equal approach to all stakeholder groups who are thought to have
contribution on family businesses. This plays a critical role in increasing economic performance
and providing sustainability of the business. Otherwise, stakeholder system can be abandoned,
and, in this case, this might damage economic performance and sustainability of the business
(Clarkson, 1995).

Besides, in the study, though it was not anticipated, a mutual mathematical relationship
emerged among stakes and saliencies belonging to stakeholders as the result of DFA analysis.
It is seen that these two concepts are always dealt together in the literature. If stakes and
priorities, which are in mutual relation with stakeholders, are integrated with goals of the
business, increasing the economic performance and providing the sustainability would be much
easier (Heugens et. al., 2002; Easley and Lenox, 2006). These research findings also support
this idea.
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